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Statement of Manager’s responsibilities 
The Manager is required by The Charities Act 1993, as amended by the Charities Act 2006, to prepare financial statements for each financial year. 

These financial statements must be prepared in accordance with The Charities Act 1993, as amended by the Charities Act 2006, the Charities 

(Accounts & Reports) Regulations 2008, the Statement of Recommended Practice (“SORP”) for Authorised Funds issued by the Investment 

Management Association (“IMA”) in October 2010 and the Scheme Particulars. 

In preparing the financial statements the Manager is required to:  

• select suitable accounting policies and then apply them consistently, 

• make judgements and estimates that are reasonable and prudent, 

• follow generally accepted accounting principles and applicable accounting standards, and  

• prepare the financial statements on a going concern basis unless it is inappropriate to presume that the Trust will continue in 

operation. 

The Manager is also responsible for keeping such accounting records as are necessary to enable it to ensure that the financial statements comply 

with section 41 of the Charities Act 1993 as amended by the Charities Act 2006, the SORP and the Scheme Particulars. 

The Manager is responsible for the management of the Trust in accordance with its Scheme Particulars and for taking reasonable steps for the 

prevention and detection of fraud and other irregularities arising in the course of its investment acitivities. 

The Manager is exempt from complying with the Charities Statement of Recommended Practice under paragraph 449 of that document. 

 

Directors’ statement 
This report was approved for publication on 2 December 2011.  

  

Robin Minter-Kemp Carolyn Sims 

Directors of Cazenove Investment Fund Management Limited 
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Statement of Trustee’s responsibilities 
Under the Scheme Particulars, the Trustee is responsible for the custody and control of the property of the Trust, the collection of all revenue due to 

the Trust, and the claiming of any tax repayment which may be due. The Trustee may create and cancel units in accordance with the instructions of 

the Manager (except where not permitted to by the Scheme Particulars). The Trustee will make distributions and allocations of revenue to 

unitholders as applicable. 

The Trustee also has the duty of supervision and oversight of the Manager’s compliance with the Scheme and the Scheme Particulars. In particular, 

the Trustee must be satisfied that the Manager is not exceeding his powers and that the Manager is maintaining adequate and proper records. 

The Trustee is required to take all steps and execute all documents which are necessary to ensure that purchases and sales of investments of the 

Trust are properly completed, and is required to exercise voting rights attaching to such investments as properly instructed by the Manager. 

The Trustee is responsible for the appointment of the Registrar and for the supervision and oversight of the Registrar. The Trustee is responsible for 

supervision and oversight of any other delegate which it appoints. In addition, the Trustee is responsible for the appointment and dismissal of 

persons engaged in connection with the Trust, for the making of an annual report on the discharge of its responsibilities for the management of the 

Trust. 

Finally, the Trustee is responsible for the winding up of the Trust. 

 

Trustee’s report 
Report of the Trustee to unitholders of The Equity Income Trust for Charities for the year ended 31 October 2011. 

As Trustee of the above Fund we hereby report that, for the year ended 31 October 2011 and having made such enquiries as we think appropriate, 

we have discharged our responsibilities for those aspects of the administration and management of the Fund and its property which are specified in 

Clause 9 of the Scheme Particulars and, in respect of the supervision and oversight of the Manager’s compliance with the Scheme of the Charity 

Commissioners and the Scheme Particulars, and that the Manager has not exceeded the powers conferred on it and is maintaining adequate and 

proper records, that we have maintained custody and control of the property of the Fund and that all revenue which is due to the Fund has been 

collected. 

 

J.P. Morgan Trustee and Depositary Company Limited 

Bournemouth 

2 December 2011 
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Independent Auditors’ report to the Trustees of The Equity Income Trust for Charities 
(“the Fund”) 
We have audited the financial statements of The Equity Income Trust for Charities (“the Fund”) for the year ended 31 October 2011 which comprise 

of the statement of total return, the statement of change in net assets attributable to unitholders, the balance sheet, the related notes and the 

distribution table.  The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting 

Standards (United Kingdom Generally Accepted Accounting Practice). 

Respective responsibilities of Manager and auditors  
As explained more fully in the Manager’s Responsibilities Statement set out on page 5, the Manager is responsible for the preparation of financial 

statements which give a true and fair view.  

We have been appointed as auditors under section 43 of the Charities Act 1993 and report in accordance with regulations made under section 44 of 

that Act. Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and International 

Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors. 

This report, including the opinions, has been prepared for and only for the charity’s trustees as a body in accordance with Regulation 24 of The 

Charities (Accounts and Reports) Regulations 2008 and for no other purpose.  We do not, in giving these opinions, accept or assume responsibility 

for any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our 

prior consent in writing. 

Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance that the 

financial statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether the accounting 

policies are appropriate to the Fund’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of 

significant accounting estimates made by the trustees; and the overall presentation of the financial statements. In addition, we read all the financial 

and nonfinancial information in the Authorised Fund Managers Report to identify material inconsistencies with the audited financial statements. If we 

become aware of any apparent material misstatements or inconsistencies we consider the implications for our report. 

Opinion on financial statements 
In our opinion the financial statements: 

• give a true and fair view of the state of the Fund’s affairs as at 31 October 2011, and of the net revenue, the net capital losses, and the 

movement in net assets of the Fund for the year then ended 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and 

• have been prepared in accordance with the requirements of the Charities Act 1993. 

Matters on which we are required to report by exception 
We have nothing to report in respect of the following matters where the Charities Act 1993 requires us to report to you if, in our opinion: 

• the information given in the Manager’s Annual Report is inconsistent in any material respect with the financial statements; or 

• sufficient accounting records have not been kept; or 

• the financial statements are not in agreement with the accounting records and returns; or 

• we have not received all the information and explanations we require for our audit. 

 

PricewaterhouseCoopers LLP 

Chartered Accountants and Statutory Auditors 

London 

2 December 2011 

 

PricewaterhouseCoopers LLP is eligible to act as an auditor in terms of section 1212 of the Companies Act 2006 

 

(a) The maintenance and integrity of the Cazenove website is the responsibility of the Authorised Fund Manager; the work carried out by the auditors does not involve 

consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial statements since they 

were initially presented on the website. 

(b) Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions. 
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Trust facts 
  Accounting

date 
 Distribution

payment date 

Interim  n/a  15 March 

Interim  30 April  15 June 

Interim  n/a  15 September 

Final  31 October  15 December 

 

Performance record 
 31.10.11

 
31.10.10

 
Capital return 

% change 
Total return

% change 

FTSE All-Share Index (£)* 2,860.86 2,936.15 (2.56) 0.63 

 31.10.11
p 

31.10.10
p 

Capital return 
% change 

Total return
% change 

The Equity Income Trust for Charities** 69.75 69.14 0.88 5.38 

* Source: Lipper Investment Management. Total return includes gross income reinvested; capital return excludes income. 
** Source: Lipper Investment Management (bid price). 

 

Price history 
Calendar year   Lowest 

price 
p 

Highest
price

p 

2011*   61.73 74.85 

2010   59.98 72.56 

2009   44.63 65.57 

2008   48.46 80.00 

2007   74.52 85.56 

2006   69.87 81.48 

* To 31 October 2011. 

 

Total expense ratio
A total expense ratio (“TER”) is shown which takes into account the management fee and all other operating expenses over the year and is 

expressed as a percentage of average daily assets over the same period. 

   31.10.11 
% 

31.10.10
% 

The Equity Income Trust for Charities  0.66 0.64 

 

Net asset value record 
Date  Net asset

value
£ 

Number of 
units in issue 

Net asset value
per unit

p 

31 October 2011  245,147,572 360,054,522 68.09 

31 October 2010  233,944,471 340,631,902 68.68 

31 October 2009  200,544,158 324,613,070 61.78 

All units issued by the Trust are income units. 
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Gross revenue distributions 
Calendar year First interim 

31.01 
p 

Second interim
30.04

p 

Third interim
31.07

p 

Final 
31.10 

p 

Total

p 

2011* 0.5000 0.8700 0.8700 0.8500 3.0900 

2010 0.5000 0.8700 0.8700 0.7500 2.9900 

2009 0.5000 0.8700 0.8700 1.0000 3.2400 

2008 0.5000 0.8700 0.8700 1.0000 3.2400 

2007 0.4500 0.8200 0.8200 0.9600 3.0500 

2006 0.4000 0.7200 0.7200 0.9000 2.7400 

* To 31 October 2011. 
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Portfolio statement (continued) 
as at 31 October 2011 

 
Holding/ 
Nominal 

 
 
Stock description 

Market 
value 

£ 

Percentage of
net assets

% 

    

 United Kingdom debt securities 0.52% (31 October 2010 0.31%)   

£455,000 British Airways 5.8% Convertible Bond 13/08/2014 518,245  0.21 

$1,700,000 Essar Energy 4.25% Convertible Bond 01/02/2016 754,536  0.31 

  1,272,781  0.52 

 United Kingdom equities 96.85% (31 October 2010 98.99%)   

    

 Aerospace & defence 1.92% (31 October 2010 2.50%)   

1,700,000 BAE Systems 4,700,500  1.92 

    

 Banks 9.12% (31 October 2010 6.97%)   

3,500,000 Barclays 6,835,500  2.79 

2,850,000 HSBC 15,526,800  6.33 

  22,362,300  9.12 

 Chemicals 1.02% (31 October 2010 1.12%)   

1,750,000 Elementis 2,504,250  1.02 

    

 Construction & materials 2.18% (31 October 2010 3.33%)   

1,000,000 Balfour Beatty 2,519,000  1.03 

200,000 Kier 2,808,000  1.15 

  5,327,000 2.18 

 Electricity 1.97% (31 October 2010 1.63%)   

360,000 Scottish & Southern Energy 4,834,800  1.97 

    

 Electronics & electrical equipment 0.00% (31 October 2010 0.88%)   

    

 Equity investment instruments 0.71% (31 October 2010 0.65%)   

1,475,000 HICL Infrastructure Fund 1,741,975  0.71 

    

 Financial services 6.36% (31 October 2010 7.54%)   

500,000 Close Brothers 3,547,500  1.45 

525,000 ICAP 2,121,525  0.87 

1,127,500 Intermediate Capital 2,753,355  1.12 

1,400,000 Jupiter Fund Management 3,264,800  1.33 

760,000 Man 1,138,480  0.46 

250,000 Provident Financial 2,772,500  1.13 

  15,598,160  6.36 

 Fixed line telecommunications 2.30% (31 October 2010 3.32%)   

3,000,000 BT 5,640,000  2.30 

    

 Food & drug retailers 1.22% (31 October 2010 3.01%)   

1,000,000 Sainsbury (J) 2,991,000  1.22 

    

 Food producers 3.87% (31 October 2010 3.44%)   

300,000 Britvic 989,700  0.40 

200,000 Tate & Lyle 1,304,000  0.53 

345,000 Unilever 7,196,700  2.94 

  9,490,400 3.87 
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Portfolio statement (continued) 
as at 31 October 2011 

 
Holding/ 
Nominal 

 
 
Stock description 

Market 
value 

£ 

Percentage of
net assets

% 

    

 United Kingdom equities (continued)   

     

 Gas, water & multiutilities 4.78% (31 October 2010 7.18%)   

2,055,000 Centrica 6,093,075  2.49 

400,000 National Grid 2,468,000  1.01 

450,000 Pennon 3,129,750  1.28 

  11,690,825  4.78 

 General retailers 1.69% (31 October 2010 2.09%)   

562,500 Carphone Warehouse 1,963,125  0.80 

400,000 WH Smith  2,184,000  0.89 

  4,147,125 1.69 

    

 Healthcare equipment & services 1.16% (31 October 2010 0.00%)   

500,000 Smith & Nephew 2,852,500  1.16 

    

 Household goods 0.00% (31 October 2010 0.29%)   

    

 Industrial engineering 1.68% (31 October 2010 0.00%)   

500,000 IMI 4,115,000  1.68 

    

 Life assurance 1.98% (31 October 2010 3.52%)   

650,000 Chesnara 1,265,875  0.52 

3,250,000 Legal & General 3,591,250  1.46 

  4,857,125  1.98 

 Media 3.86% (31 October 2010 3.84%)   

700,000 Daily Mail 2,923,900 1.19 

700,000 Reed Elsevier 3,741,500  1.53 

550,000 United Business Media 2,788,500  1.14 

  9,453,900  3.86 

 Mining 3.87% (31 October 2010 4.37%)   

280,000 Rio Tinto 9,478,000  3.87 

    

 Mobile telecommunications 7.80% (31 October 2010 6.39%)   

400,000 Inmarsat 1,876,800  0.75 

10,000,000 Vodafone 17,280,000  7.05 

  19,156,800 7.80 

 Non-life insurance 3.69% (31 October 2010 2.48%)   

2,000,000 Beazley 2,514,000  1.03 

440,000 Jardine Lloyd Thompson 3,168,000  1.29 

3,000,000 RSA Insurance 3,351,000  1.37 

  9,033,000  3.69 

 Oil & gas producers 14.21% (31 October 2010 11.38%)   

3,500,000 BP 16,133,250  6.58 

700,000 Cairn Energy 2,062,200  0.84 

680,000 Royal Dutch Shell 15,198,000  6.20 

300,000 Valiant Petroleum† 1,440,750  0.59 

  34,834,200  14.21 
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Portfolio statement (continued) 
as at 31 October 2011 

 
Holding/ 
Nominal 

 
 
Stock description 

Market 
value 

£ 

Percentage of
net assets

% 

    

 United Kingdom equities (continued)   

    

 Oil equipment, services & distribution 0.00% (31 October 2010 0.20%)   

    

 Pharmaceuticals & biotechnology 11.19% (31 October 2010 9.78%)   

300,000 AstraZeneca 8,958,000  3.65 

1,320,000 GlaxoSmithKline 18,473,400  7.54 

  27,431,400  11.19 

 Real estate 1.25% (31 October 2010 2.25%)   

600,000 British Land 3,063,000  1.25 

    

 Software & computer services 0.79% (31 October 2010 1.38%)   

700,000 Sage 1,946,000  0.79 

    

 Support services 2.44% (31 October 2010 4.79%)   

600,000 Babcock International 4,227,000  1.72 

800,000 Electrocomponents 1,756,000  0.72 

  5,983,000 2.44 

 Travel & leisure 5.79% (31 October 2010 4.66%)   

1,275,000 Cineworld 2,428,875  0.99 

700,000 Compass 3,958,500  1.62 

700,000 Easyjet 2,489,200  1.02 

140,000 Go-Ahead 1,946,000  0.79 

750,000 Greene King 3,363,750  1.37 

  14,186,325  5.79 

    

    

 Net investment assets 238,691,366  97.37 

    

 Net other assets 6,456,206  2.63 

    

 Net assets attributable to unitholders  245,147,572  100.00 

    
† Listed on Alternative Investment Market (AIM).  

All holdings are ordinary shares or stock units and admitted to official stock exchange listings unless otherwise stated.  
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Statement of total return 
for the year ended 31 October 2011    

  Year ended 
31.10.11 

Year ended
31.10.10 

  £’000 £’000 £’000 £’000 

      

Income      

Net capital (losses)/gains 2  (315)  23,779 

Revenue 3 10,517  10,615  

Expenses 4 (1,628)  (1,420)  

Finance costs: Interest 5 (1)  -  

      

Net revenue before taxation   8,888  9,195  

      

Taxation  -  7  

      

Net revenue after taxation   8,888  9,202 

      

Total return before distributions   8,573  32,981 

      

Finance costs: Distributions 5  (10,838)  (10,113)

      

Change in net assets attributable to unitholders from investment activities   (2,265)  22,868 

 

Statement of change in net assets attributable to unitholders
for the year ended 31 October 2011    

  Year ended 
31.10.11 

Year ended
31.10.10 

  £’000 £’000 £’000 £’000 

      

Opening net assets attributable to unitholders   233,944  200,544 

      

Amounts receivable on issue of units  15,072  21,223  

In-specie transfer*   3,958  8,099  

Less: Amounts payable on cancellation of units  (5,561)  (18,790)  

   13,469  10,532 

      

Change in net assets attributable to unitholders from investment activities (see above)  (2,265)  22,868 

      

Closing net assets attributable to unitholders   245,148  233,944 

      

The notes on pages 15 to 22 form an integral part of these financial statements      

 

* The investments transferred as part of the in-specie were valued in accordance with the Scheme Particulars, on the date of the transfer. 

 

The Trust is exempt from UK income and capital gains tax due to its charitable status pursuant to Sections 505 and 506 of the Income and 
Corporation Taxes Act 1988. Distributions are paid gross to unitholders. 

 

The prior year taxation balance shown above relates to the release of provisions on overseas withholding tax reclaims. 
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Balance sheet 
as at 31 October 2011    

  31.10.11 31.10.10 

   £’000  £’000 

      

ASSETS      

Investment assets   238,691  232,298 

      

Debtors 6  1,501  1,391 

Cash and bank balances   10,155  4,841 

Total other assets   11,656  6,232 

Total assets   250,347  238,530 

      

LIABILITIES      

Creditors 7  2,139  2,031 

Distribution payable on income units   3,060  2,555 

Total other liabilities   5,199  4,586 

Total liabilities   5,199  4,586 

      

Net assets attributable to unitholders 10  245,148  233,944 

      

The notes on pages 15 to 22 form an integral part of these financial statements      
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Notes to the financial statements 
1. Accounting policies 

a) Basis of accounting 

The financial statements of the Trust have been prepared on the historical cost basis, as modified by the revaluation of investments, and in 

accordance with applicable UK accounting standards, the Charities Act 1993, as amended by the Charities Act 2006, the Charities 

(Accounts and Reports) Regulations 2008 and the disclosure requirements of the Statement of Recommended Practice for Financial 

Statements of Authorised Funds issued by the IMA in October 2010 (“SORP”). They are exempt from complying with the Charities 

Statement of Recommended Practice under paragraph 449 of that document. 

b) Investments 

The investments of the Trust are valued at bid market values, defined by the SORP as fair value, at close of business on 31 October 2011 

being the last business day of the accounting year, net of any accrued interest. Investments for which published market values are not 

available are valued in accordance with the fair value policy operated by the Manager. 

c) Foreign exchange 

Assets and liabilities in foreign currencies are translated at the exchange rates ruling at the end of the accounting year. Revenue items 

denominated in foreign currencies are translated into Sterling at the exchange rates ruling at the date of the transaction. Exchange 

differences arising from investments are included in ‘Net capital gains’ in the Statement of total return. Exchange differences arising from 

capital items other than investments are also included in ‘Net capital gains’ in the Statement of total return. Exchange differences arising 

from the receipt of overseas revenue are included in ‘Revenue’ in the Statement of total return. 

d) Revenue recognition 

Dividends on quoted ordinary shares and preference shares are recognised when the securities are quoted ex-dividend. Where such 

securities are not quoted, dividends on them are recognised when they are declared. 

Special dividends are treated as revenue or capital according to the nature of the event giving rise to the payment. 

Interest and overseas dividends that are received after the deduction of withholding tax are shown gross of taxation. 

Interest on debt securities is recognised on an accruals basis, taking into account the effective yield on the investment. The effective yield 

basis amortises any discount or premium of an investment over its remaining life. In the event of impairment or distress to a debt securitiy, 

any accrued coupon revenue previously recognised may be provided against and no further accruals recognised and any amortisation 

revenue previously recognised from the last coupon payment date may be provided against and no further amortisation recognised. 

Interest on bank deposits is recognised on an earned basis. 

e) Stock dividends 

The Trust may elect to receive stock dividends. Where an ordinary stock dividend is received the whole amount is recognised as revenue, 

on the basis of the market value of the shares on the date they are quoted ex-dividend. Where an enhancement is offered, the amount by 

which the market value of the shares (on the date they are quoted ex-dividend) exceeds the cash dividend is treated as capital. 

f) Expenses 

The Manager’s service fees and the Trustee’s fees are recognised on an accruals basis and are charged to revenue but are ultimately borne 

by capital for distribution purposes. Transaction charges relating to the purchase and sale of investments are also borne by the capital of the 

Trust. All other expenses are borne by revenue. These expenses, and all other expenses other than transaction charges, are included in 

‘Expenses’ in the Statement of total return. Finance costs are disclosed separately in the Statement of total return. Transaction charges are 

included in note 2: Net capital (losses)/gains as ‘Expenses relating to the purchase and sale of investments’. 

g) Distribution policy 

Distributions of revenue are determined by the Manager acting as delegate for, and in consultation with, the Trustee. 
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1. Accounting policies (continued) 

h) Derivatives and forward currency transactions 

Where appropriate, certain permitted financial instruments such as derivatives or forward currency contracts are used for efficient portfolio 

management. Where such financial instruments are used to protect or enhance revenue, the revenue and expenses derived therefrom are 

included in ‘Revenue’ or ‘Expenses’ in the Statement of total return. Where such financial instruments are used to protect or enhance capital, 

the gains and losses derived therefrom are included in ‘Net capital (losses)/gains’. Any positions on such financial instruments open at the 

year end are reflected in the Balance sheet at their ‘marked to market value’. 

i) Distribution equalisation reserve 

Transfers to the distribution equalisation reserve are made in accordance with the Scheme Particulars for the purpose of avoiding 

fluctuations in the distribution of revenue. The distribution equalisation reserve is shown separately in note 10. 

j)  Underwriting commission 

Underwriting commission is wholly recognised as revenue when the issue takes place, except where the Trust is required to take up all or 

some of the shares underwritten, in which case an appropriate proportion of the commission received is deducted from the cost of these 

shares. 
 

2.  Net capital (losses)/gains 

  Year ended 
31.10.11 

£’000 

Year ended
31.10.10

£’000 

      

Non-derivative securities   (308)  23,763 

Currency losses from other capital items   (2)  - 

Expenses relating to the purchase and sale of investments   (5)  (6)

Derivative securities   -  22 

      

Total   (315)  23,779 

 

3.  Revenue 

  Year ended 
31.10.11 

£’000 

Year ended
31.10.10

£’000 

      

UK dividends   9,658  9,915 

Overseas dividends   416  415 

Property income dividends from real estate investment trusts   178  - 

Stock dividends   163  - 

Interest from debt securities   60  26 

Bank interest   23  16 

Underwriting commission   19  243 

      

Total   10,517  10,615 
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4.  Expenses 

  Year ended 
31.10.11 

£’000 

Year ended
31.10.10

£’000 

      

Payable to the Manager or associate of the Manager      

Manager’s service fee   1,492  1,306 

      

Payable to the Trustee or associate of the Trustee      

Trustee fees   37  33 

Safe custody fees   6  6 

Total payable to the Trustee or associate of the Trustee   43  39 

      

Payable to other related parties and third parties      

Administration fees   72  61 

Audit fee   9  8 

Printing fees   7  3 

Publication fees   3  2 

Registrar fees   2  1 

Total payable to other related parties and third parties   93  75 

      

Total   1,628  1,420 

Expenses include VAT, where applicable.      
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5.  Finance costs 
The distributions take account of revenue received on the creation of units and revenue deducted on the cancellation of units, and comprise: 

  Year ended 
31.10.11 

£’000 

Year ended
31.10.10

£’000 

      

First interim   1,745  1,648 

Second interim   3,074  3,000 

Third interim   3,095  3,026 

Final   3,060  2,555 

   10,974  10,229 

      

Add: Revenue deducted on cancellation of units   62  190 

Deduct: Revenue received on creation of units   (198)  (306)

      

Distributions   10,838  10,113 

      

Interest   1  - 

      

Total finance costs   10,839  10,113 

      

Movement between distributions and net revenue           

      

Distributions   10,838  10,113 

      

Less: Manager’s fee charged to capital   (1,492)  (1,306)

Less: Trustee fee charged to capital   (37)  (33)

Less: Undistributed revenue brought forward   (794)  (366)

Add: Undistributed revenue carried forward   373  794 

      

Net revenue after taxation   8,888  9,202 

      

Details of the distributions are set out on page 23.      

 

6.  Debtors 

  31.10.11 
£’000 

31.10.10
£’000 

      

Sales awaiting settlement   767  - 

Accrued revenue   723  1,146 

Amounts receivable on creation of units   11  245 

      

Total   1,501  1,391 
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7.  Creditors 

  31.10.11 
£’000 

31.10.10
£’000 

      

Amounts payable on cancellation of units   681  35 

Accrued expenses   283  135 

Purchases awaiting settlement   1,175  1,861 

      

Total   2,139  2,031 

 

8.  Portfolio transaction costs 

  Year ended 
31.10.11 

£’000 

Year ended
31.10.10

£’000 

      

Purchases in year before transaction costs   114,267  99,593 

      

Commissions   155  129 

Taxes   -  1 

Total purchase costs   155  130 

      

Gross purchase total   114,422  99,723 

      

Gross sales in year before transaction costs   108,028  91,101 

      

Commissions   (308)  (131)

Taxes   -  - 

Total sales costs   (308)  (131)

      

Total sales net of transaction costs   107,720  90,970 

 

 
 

 

 
 

 

9.  Contingent liabilities  

As at 31 October 2011, the Trust had no contingent liabilities (31 October 2010: £2,171,840). 
 

10.  Distribution equalisation reserve 

Included within unitholders’ net assets is an amount of £372,458 (31 October 2010: £793,368) which has been carried forward as a distribution 

equalisation reserve representing undistributed earnings available for future distributions. 
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11.  Derivatives and other financial instruments 

The Trust’s financial instruments comprise securities and other investments, cash balances and debtors and creditors that arise directly from its 

operations. For example, in respect of sales and purchases awaiting settlement, amounts receivable for creations and payable for cancellations 

of units, and debtors for accrued revenue. 

The Trust may enter into derivatives transactions in the form of forward foreign currency contracts. Forward foreign currency contracts are used 

to manage currency risk arising from holding of overseas securities. The Trust may enter into derivative contracts in the form of futures or 

options for the purpose of efficient portfolio management which may involve hedging risk against movements in the value of the portfolio or 

certain specific assets. Alternatively, the Trust may use such instruments to manage cashflow, for instance to gain temporary market exposure at 

the reduced cost compared to that involved in acquiring physical assets. The Trust may also write (or sell) financial options in order to generate 

additional capital or revenue to the benefit of unitholders. 

The main risks arising from the Trust’s financial instruments are credit, foreign currency, interest rate, liquidity and market price risks. The 

Manager’s policies for dealing with these risks are summarised below and have been applied throughout the year. 

Credit risk 

The Trust is exposed to credit risk, which is the risk of loss due to another party not being able to meet its financial obligations. The primary 

sources of this risk to the Trust are trade counterparties which may fail to meet their transaction commitments. This risk is managed by 

appraising the credit profile of trade counterparties and financial instruments. 

Foreign exchange risk 

The Trust can be exposed to foreign currency risk as a result of investing in assets denominated in currencies other than Sterling. Where the 

Manager deems it necessary, this exposure to foreign currency fluctuations is mitigated by the use of forward foreign currency contracts. The 

Trust can be exposed to indirect foreign currency risk, where it is investing in assets which have underlying exposure to foreign currency, for 

example international companies or funds which in turn invest in foreign currency denominated assets. 

Foreign exchange risk is an ongoing consideration during the asset allocation and investment selection process. 

Interest rate risk 

The Trust invests in debt securities. The revenue of the Trust may be affected by changes to interest rates relevant to particular securities or as 

a result of the Manager being unable to secure similar returns on the expiry of contracts or sale of securities. The value of debt securities may be 

affected by interest rate movements or the expectation of such movements in the future. Interest receivable on bank deposits or payable on bank 

overdraft positions will be affected by fluctuations in interest rates. 

Interest rate risk is an ongoing consideration during the asset allocation and investment selection process. 

Liquidity risk 

The Trust is also exposed to liquidity risk in that it may be unable to meet its own commitments, in the event that there is insufficient cash 

available within its bank accounts. This risk is managed by forecasting cash balances and the Trust is permitted to overdraw, if necessary, to 

meet their obligations. 

Market price risk 

Market price risk arises from the Trust’s financial instruments, being the risk that the value of investment holdings will fluctuate as a result of 

changes in market prices caused by factors other than interest rate movement. 

These risks are monitored by the Manager in pursuance of the investment objectives and policy as set out on in this Investment Manager’s 

report. Adherence to investment guidelines and to investment and borrowing powers set out in the Scheme Particulars mitigates the risk of 

excessive exposure to any particular type of security or issuer. Further information on the investment portfolio is set out in the Investment 

Manager’s report and Portfolio statement. 
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11.  Derivatives and other financial instruments (continued) 

(a) Currency exposure 

At the balance sheet date, 0.33% (31 October 2010: 0.00%) of the net assets of the Trust were denominated in currencies other than Sterling 

with the effect that the balance sheet and total return will not be significantly affected by currency movements. Numerical disclosures are 

therefore not required. 

(b) Interest rate risk profile of financial assets and liabilities 

Currency Floating rate
 financial assets*

£’000 

Fixed rate
financial assets

£’000 

Financial assets not 
carrying interest 

£’000 

Total market
value
£’000 

The interest rate risk profile of the Trust’s financial assets as 31 October 2011 was: 

Sterling  10,155  518  238,881  249,554 

US dollar  -  755  38  793 

Total  10,155  1,273  238,919  250,347 

         

The interest rate risk profile of the Trust’s financial assets as at 31 October 2010 was: 

Sterling  4,841  719  232,970  238,530 

Total  4,841  719  232,970  238,530 

         

*The floating rate financial assets include bank deposits that earned interest at variable rates. 

 

 

 
Currency  Floating rate

 financial liabilities
£’000 

Financial liabilities 
not carrying interest 

£’000 

Total market
value
£’000 

The interest rate risk profile of the Trust’s financial liabilities as at 31 October 2011 was: 

Sterling    -  5,199  5,199 

Total    -  5,199  5,199 

         

The interest rate risk profile of the Trust’s financial liabilities as at 31 October 2010 was: 

Sterling    -  4,586  4,586 

Total    -  4,586  4,586 

         

(c) Fair value of financial assets and financial liabilities 

There is no material difference between the value of the financial assets and liabilities, as shown in the balance sheet, and their fair value.  

The market value of investments is taken to equal ‘fair value’ for the purposes of FRS 13 ‘Derivatives and Other Financial Instruments 

Disclosures’. Given the activities of the Trust, none of the investments held fall within the definition of ‘investments held for trading’ as set out in 

FRS 13. 

The base currency of the Trust is Sterling. For the purpose of disclosures required by FRS 13, this is taken to be the ‘functional currency’ of the 

Trust. 

The Manager may borrow temporarily for the purpose of meeting payments to be made out of the Trust on terms that the borrowing is to be 

repaid out of the property of the Trust if the Manager considers this to be in the Trust’s best interests. This temporary borrowing must not exceed 

10% of the net asset value of the property of the Trust as at the date of the borrowing, without the prior written consent of the Charity 

Commission. 

The Trust has an agreed overdraft facility with J.P. Morgan at 1% above the Investor Services overdraft rate. There was no borrowing at the 

balance sheet date. 
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12.  Related parties 

The Manager and Trustee are related to the Trust as defined by FRS 8 ‘Related Party Disclosures’ and are named on page 25. Fees received by 

the Manager and Trustee are disclosed in note 4 of the financial statements. By virtue of the regulations governing Charitable Trusts, the 

Manager is party to every transaction in respect of units of the Trust, which are summarised in the Statement of change in net assets attributable 

to unitholders. Balances outstanding at the year end are as follows: 
  31.10.11 

£’000 
31.10.10

£’000 

      

Manager’s service fee   239  111 

Amounts receivable on creation of units   (11)  (245)

Amounts payable on cancellation of units   681  35 

Total payable/(receivable) to/(from) the Manager or associate of the Manager   909  (99)

      

Trustee fee   3  2 

Expenses relating to the purchase and sale of investments   2  1 

Safe custody fee   2  1 

Total payable to the Trustee or associate of the Trustee   7  4 

      

 

13.  Unitholders’ funds 
The Manager is entitled to an annual management charge of 0.50%. This charge accrues daily and will be determined by reference to the mid-

market value of the Trust and is deducted and paid at the end of each month out of the property of the Trust. 
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Distribution tables 
for the year ended 31 October 2011 

Final distribution 
Group 1 – Units purchased on or before 31 July 2011 
Group 2 – Units purchased after 31 July 2011 up to and including 31 October 2011 

   Revenue
distributable

p 

Equalisation*

p 

Payable 
15.12.11 

total 
p 

Paid
15.12.10

total
p 

Group 1  0.8500000 - 0.8500000 0.7500000 

Group 2  0.2027530 0.6472470 0.8500000 0.7500000 

 

Third interim distribution 
Group 1 – Units purchased on or before 30 April 2011 
Group 2 – Units purchased after 30 April 2011 up to and including 31 July 2011 

   Revenue
distributable

p 

Equalisation*

p 

Paid 
15.09.11 

total 
p 

Paid
15.09.10

total
p 

Group 1  0.8700000 - 0.8700000 0.8700000 

Group 2  - 0.8700000 0.8700000 0.8700000 

 

Second interim distribution 
Group 1 – Units purchased on or before 31 January 2011 
Group 2 – Units purchased after 31 January 2011 up to and including 30 April 2011 

   Revenue
distributable

p 

Equalisation*

p 

Paid 
15.06.11 

total 
p 

Paid
15.06.10

total
p 

Group 1  0.8700000 - 0.8700000 0.8700000 

Group 2  0.0712787 0.7987213 0.8700000 0.8700000 

 

First interim distribution 
Group 1 – Units purchased on or before 31 October 2010 
Group 2 – Units purchased after 31 October 2010 up to and including 31 January 2011 

   Revenue
distributable

p 

Equalisation*
 

p 

Paid 
15.03.11 

total 
p 

Paid
15.03.10

total
p 

Group 1  0.5000000 - 0.5000000 0.5000000 

Group 2  - 0.5000000 0.5000000 0.5000000 

 
* Equalisation 
Equalisation applies only to units purchased during the current distribution period (Group 2 units). It is the average amount of revenue included 

in the purchase price of all Group 2 units and is refunded to holders of these units as a return of capital. Being a capital repayment, it is not liable 

to income tax but must be deducted from the cost of units for capital gains tax purposes. 
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Regulatory information and risk warnings 
The contents of the Investment Manager’s report are based upon sources of information believed to be reliable, however, save to the extent 

required by applicable law or regulations, no guarantee, warranty or representation (express or implied) is given as to its accuracy or completeness 

and, Cazenove Investment Fund Management Limited, its directors, officers and employees do not accept any liability or responsibility in respect of 

the information or any recommendations expressed herein which, moreover, are subject to change without notice. 

Nothing in this document should be deemed to constitute the provision of financial, investment or other professional advice in any way. Past 

performance is not a guide to future performance. Values may fall as well as rise and you may not get back the amount you invested. Revenue from 

investments may fluctuate. Changes in rates of exchange may have an adverse effect on the value, price or revenue of investments. The levels and 

bases of, and reliefs from, taxation may change. You should obtain professional advice on taxation where appropriate before proceeding with any 

investment. You should be aware that investments in higher yielding bonds issued by borrowers with lower credit ratings may result in a greater risk 

of default and have a negative impact on revenue and capital value. Revenue may be achieved by foregoing future capital growth. You should be 

aware of the additional risks associated with investment in emerging and developing markets. 

The Manager and any other company in the Cazenove Capital Holdings Group Plc may have acted upon or used research recommendations before 

they have been published. This document may include forward-looking statements which are based upon our current opinions, expectations and 

projections. We undertake no obligation to update or revise any forward-looking statements. Actual results could differ materially from those 

anticipated in the forward-looking statements. 

Cazenove Investment Fund Management Limited can only promote its own products and services. 
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Other information 
 

Scheme Particulars 

The Scheme Particulars for The Equity Income Trust for Charities is available from the Manager on request. 

 
Manager 

Cazenove Investment Fund Management Limited 

Registered office: 12 Moorgate, London EC2R 6DA 

The Manager is authorised and regulated by the Financial Services Authority. 

 
Directors of Cazenove Investment Fund Management Limited 

A J S Ross (Chairman)  

R Jeffrey 

R Minter-Kemp 

C Sims 

J W J Turnbull 

 
Trustee 

J.P. Morgan Trustee and Depositary Company Limited  

Chaseside, Bournemouth BH7 7DA 

The Trustee is authorised and regulated by the Financial Services Authority.  

 
Administrator  

J.P. Morgan Europe Limited  

3 Lochside View, Edinburgh Park, Edinburgh EH12 9DH 

The Administrator is authorised and regulated by the Financial Services Authority.  

 
Independent Auditors 

PricewaterhouseCoopers LLP 

7 More London Riverside, London SE1 2RT 

 
Registrar 

J.P. Morgan Europe Limited  

Finsbury Dials, 20 Finsbury Street 

London EC2Y 9AQ. 

The Registrar is authorised and regulated by the Financial Services Authority. 

 

Prior to 29 November 2010, the registrar was 

The Bank of New York Mellon (International) Limited 

12 Blenheim Place, Edinburgh EH7 5JH. 

 
For more information  

Telephone Edward Harley or John Gordon at Cazenove Investment Fund Management Limited (CIFM) on 020 3479 0109, or access the website at 

www.cazenovecapital.com. 



www.cazenovecapital.com




