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Year ended 31 October 2009 The Equity Income Trust for Charities

Trust status
The Equity Income Trust for Charities (“the Trust”) is a regulated Common Investment Fund established by an Order dated 2 December 2002,
made by the Scheme of the Charity Commission for England and Wales (“the Scheme”) pursuant to section 24 of the Charities Act 1993. It is not

an authorised unit trust within the meaning of the Financial Services and Markets Act 2000.

Investment objective
The Trust aims to provide a portfolio yield in excess of the FTSE All Share Index, targeting a premium of 30 per cent, through investing
predominantly in UK equities. The income provision will be the primary objective. The Trust's secondary target is to provide capital growth in

order that its total return exceeds that of the FTSE All Share Index over rolling five-year periods.

Trust policy
The Manager invests predominantly in sterling denominated securities, weighted towards UK equities. Within the investment guidelines set out
below, an active asset allocation policy is adopted to enhance and protect the income and capital value of the portfolio. The Trust will be

managed, where possible, to increase the income distribution over time.

The Manager focuses on companies that have an above average yield and the potential to grow their dividends over the medium term. The

Manager will also seek to increase the capital value of the Trust by investing in companies with attractive valuations and good cashflow returns.

Portfolio construction will be primarily determined by the income requirements and the Manager's view of the attractiveness of the underlying
yield and growth dynamics of stocks, while taking account of the relative weightings of the FTSE All Share Index. The Trust, therefore, may have

large active sector and/or stock positions relative to the FTSE All Share Index.

The Trust will not invest in securities of companies in the FTSE All Share Index that manufacture cigarettes and tobacco products as determined
by the Manager using the Ethical Investment Research Service (EIRIS). The restriction does not extend to companies that sell tobacco products.
In addition, research into the social, environmental and ethical stance of companies is integrated within our investment process because it is our
belief that quality companies, operating at an environmentally and socially sustainable level, are more likely to deliver long-term shareholder

value. However, the Trust should not be viewed as an ethical fund.

If the Manager believes that a defensive investment strategy is appropriate at a particular time in the business cycle, cash and near cash may

comprise up to 20% of the value of the property of the Trust. This range may be exceeded in exceptional circumstances.

Investment guidelines

Security types
Minimum exposure Maximum exposure
% %
Equities 80 100
Convertible shares 0 20
Preference shares 0 5
Pooled funds 0 20
Warrants 0 5
Fixed interest 0 20
Risk measures
Tracking error* 2-6%
Stock range +/- 3% relative to the stock weighting in the FTSE All Share Index or

+/- 5% relative to the super large capitalisation (defined as stocks with a market capitalisation 2x
standard deviation from the medium capitalisation mean) stock weighting in the FTSE All Share Index

Sector range +/- 6% relative to the sector weighting in the FTSE All Share Index

* Tracking error aims to capture the amount of risk a fund takes in comparison to its benchmark. It is a measure of the degree to which a portfolio
has deviated or is expected to deviate from a specific benchmark.
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The Equity Income Trust for Charities Year ended 31 October 2009

Investment guidelines (continued)

Risk measures (continued)

Except for when the weighting of a security equals or exceeds 5% of the FTSE All Share Index, not more than 5% of the property of the Trust
may be invested in securities issued by the same issuer. This can be increased to 10% provided that the total value of the securities exceeding
5% does not exceed 40% in value of the property of the Trust. If the weighting of a security equals or exceeds 5% of the FTSE All Share Index,

the maximum amount the Trust may invest in that security shall be its weighting in the FTSE All Share Index plus 5%.

The Trust may write options against securities owned by the Trust (i.e. covered). The Trust may not write uncovered options. Options may only
be written for the purpose of efficient portfolio management (EPM). The purpose of an EPM transaction must be to achieve one of the following

aims: to reduce risk, reduce cost or generate additional capital or income for the Trust with no, or an acceptably low level of risk.

The Trust may enter into underwriting and placing contracts (when a manager agrees to buy an issue from a party that is issuing a security at a

specified price). The underwriter will receive commission for this service, which will potentially produce additional revenues for the Trust.

Investment will be made in transferable securities issued by a company incorporated within a Member State of the European Economic Area

(EEA). A maximum of 20% of the value of the Trust may be invested in securities traded on regulated markets operating outside of the EEA.
The parameters noted above in the investment guidelines may be breached owing to market movements.

The asset allocation as at 31 October 2009 was as follows:

% %
UK equities 99.33  Net other assets 0.39
UK debt securities 0.28

Investment Manager’s report

Performance

As at 31 October 2009, the bid price of the Trust was 63.71 pence per unit. Over the twelve months ending 31 October 2009 the Trust delivered a
total return of 31.0% compared to the total return of the FTSE All-Share Index of 23.5%. For comparison, over the same period the FTSE 350
Higher Yield Index returned 14.1% against the FTSE 350 Lower Yield Index return of 34.4%. Over the five years to 31 October 2009, the Trust
has delivered a total return of 6.3% pa versus 6.1% pa for the FTSE All-Share Index.

As many of our investors were aware we ended 2008 with a very defensively orientated portfolio which had paid dividends in the latter half of
2008. Since then massive government interventions into the global economy have created a huge recovery in risk assets such as commodities
and equities. As a result the UK market has risen over 40% from its lows in early 2009, led by cyclical and financial stocks, while defensive assets

have generally lagged the strongly rising market.

At the sector level the Trust benefited from overweight positions in the general financials, media and real estate sectors, especially from the start
of 2009 and as the Trust allocated more capital to these recovering sectors. However, the Trust was impacted by the poor performance of
defensives, especially utilities and pharmaceuticals, over the period and by the underweight in the mining sector, which has had an astonishing

recovery in 2009.

Key stock contributors over the period were core holdings such as Pearson, Babcock International and Smiths, and a selection of financial and
industrial cyclicals which performed very strongly as markets recovered. These included Royal Bank of Scotland, IG, Morgan Crucible and Weir.
Overweight positions in Northumbrian Water, RSA Insurance and National Grid impacted relative returns as well as the underweight positions in

both Barclays and Standard Chartered, which over the period have been two of the best performing financials.

Distributions
Distributions for the twelve months totalled 3.24 pence per unit, the same level as the previous year. The Trust's current yield is 5.1% based on

the last four distributions paid.

UK dividends have now fallen circa 15% from the peak levels of 2007/8 impacted by wholesale reductions and omissions and by the significant

capital raisings from UK public companies.

Against this wider backdrop the Trust will aim to maintain its dividend distribution into 2009/10 as dividend growth should return in the next

calendar year.

CAZENOVE

2 CAPITAL MANAGEMENT



Year ended 31 October 2009 The Equity Income Trust for Charities

Investment Manager’s report (continued)

Economic and market review

Over the year to 31 October 2009, the FTSE All-Share Index made a total return of 23.5%. This positive return is particularly noteworthy given the
challenges faced by markets and economies over the last 12 months. With most economies already headed for a cyclical slowdown in 2008, the
banking crisis caused a massive and unprecedented downturn in activity. Businesses reacted to the threatened collapse in credit availability by
making huge cuts in inventories and investment spending. Countries most exposed to the world manufacturing cycle (Japan and Germany, for
example) were the hardest hit, and had to endure output declines of 25% or more. Others (including the UK), suffered comparatively less, but no

one escaped wholly unscathed.

The characteristics of this recession have differed significantly from those of previous major downturns experienced over the past 30 years. The
accompanying banking crisis and the rapidity and scale of the policy response have resulted in a compression of developments that normally take
place over a much longer timeframe. Faced by a meltdown in the banking system, finance ministries and central banks reacted much faster and
more aggressively than has been seen in previous cycles. For many households with floating-rate debt (especially base-rate tracking mortgages)
this resulted in a significant cash windfall. While industry was in the depths of despair, household confidence rebounded very rapidly after the
initial shock of the banking crisis. Hence, although household spending has fallen, it has not been as weak as expected. The consequence of this
has been seen in a pick up in the inventory cycle and around the world there has been a modest recovery in manufacturing output. Nonetheless,
there is no hiding the scale of the reduction in general economic activity. The epithet ‘deeper and longer’ has proven wholly appropriate in relation

to this recession.

In the financial markets, the mood during the year under review has changed from despair to optimism. Having recovered slightly from the lows
recorded in November 2008, the equity market fell sharply again in the opening weeks of 2009. The FTSE 100 finally hit a low of 3,512.10 on 3rd
March. The recovery in value from that point has been remarkable. The initial phase of the rebound can be described as a value rally, with
investors moving back into equities as it became apparent that government efforts to support the banking system were beginning to succeed.
Following this, growing optimism over economic prospects helped trigger a further surge in prices, which was given additional impetus by the
liquidity added through quantitative easing. This was reflected in strong recoveries for those cyclical and financial stocks with the greatest gearing
to economic and financial recovery. Indeed, for the year as a whole, the best performing sectors included industrial metals, technology hardware
and industrial engineering. In contrast, defensive sectors with limited earnings variability lagged the market and utility sectors made up the worst

performing sector grouping.

UK dividend outlook

While the extensive new capital raisings in 2009 have impacted the overall level of dividend distributions as share capital has expanded and
dividends have been rebased downwards, this activity has at least provided significant underwriting revenues which have benefited the income
account in the current year. The level of underwriting activity will slow into 2010, but we hope that a return to dividend growth will help to offset the
loss of underwriting commission next year. The other key issue in terms of the income forecasts for 2010 is USD/GBP exchange rate, as over
25% of all income in the UK market is declared in US dollars. Exchange rates benefited the income accounts in 2008 as the dollar rallied but this

trend is reversing as conditions normalise into 2010. Despite this we still see potential for UK dividends to grow in 2010.

Portfolio activity

We wrote in our last annual report that some stocks and sectors at the end of 2008 had fallen to multi-decade low valuation levels, which could
provide significant investment opportunities in the future, and indeed among commodity and industrial cyclicals and some financials this proved to
be the case in 2009. Key changes to the portfolio in the year have been to add to a range of stocks that benefit from a cyclical recovery and a
more “pro risk” market. Often these opportunities were combined with capital restructurings as companies sought to rebuild their balance sheets
with new equity, albeit this was often very dilutive for the existing investors. However the combination of very low valuations and a potential
recovery in economic conditions led by a restocking period for commodity and industrial cyclicals has led to strong outperformance in these

areas.

Therefore, the Trust added new positions in a range of industrials including BBA Aviation, Elementis and Morgan Crucible — all of which have
maintained their dividends through the period. In financials, the Trust maintained its holdings in higher yielding assets — RSA Insurance and
Provident Financial while adding new positions in Man and Beazley. The Trust supported the major rights issue from HSBC and also numerous

corporate raisings in the real estate sector with Segro, British Land and Liberty International the key holdings.

The increase in selected financials and cyclicals has been partly funded by a reduction in some of the more defensive assets, with reductions of
Pearson and National Grid and the sale of Diageo. Within commodity cyclicals the Trust reduced its long held position in Anglo American and
sold down its holdings in Royal Dutch Shell and Venture Production. The Trust has however been adding to more growth orientated dividend

stocks by purchasing Reed Elsevier and Compass and increasing RSA Insurance.
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The Equity Income Trust for Charities Year ended 31 October 2009

Investment Manager’s report (continued)
Outlook

Equity markets in 2009 have experienced a substantial recovery, a direct response to the massive global fiscal and monetary interventions

undertaken by governments and central banks.

Currently, demand is showing some signs of recovery in a period of record liquidity and we believe that conditions will at last return to growth in
2010. However, levels of personal debt in developed economies remain high, monetary authorities at some point have to remove the

extraordinary measures introduced in response to the crisis — which will have negative impact of demand levels and asset prices in due course.

Income seeking investors have faced very difficult conditions over the last two years with record falls in market dividend distributions, volatility in
yields and an extreme rally in zero or very low yielding equities since March 2009. We anticipate that over the next few years the market will
become more enthused by solid revenue generators, with the ability to “compound up” earnings, and more importantly dividends, without
constant recourse to capital increases. In the current market environment these types of stocks are already trading on low absolute and relative

price earnings, providing significant opportunities for positive returns in the medium term.
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Year ended 31 October 2009 The Equity Income Trust for Charities

Statement of Manager’s responsibilities

The Manager is required by the Charities Act 1993 to prepare financial statements for each financial year. These financial statements must be
prepared in accordance with the Charities (Accounts & Reports) Regulations 2008 and the Charities Act 1993, the Statement of Recommended
Practice for Authorised Funds issued by the Investment Management Association (IMA) in November 2008 (“the SORP”) and the Scheme

Particulars.
In preparing the financial statements, the Manager is required to:
. select suitable accounting policies and then apply them consistently,
. make judgments 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, 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 (October 2005) under paragraph 449 of that

document.

Directors’ statement

This report was approved for publication on 7 December 2009.

(- %—»&"— —W‘

Robin Minter-Kemp Carolyn Sims

Directors of Cazenove Investment Fund Management Li  mited.
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The Equity Income Trust for Charities Year ended 31 October 2009

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 and 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

As Trustee of the above Fund we hereby report that, for the period ended 31 October 2009 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 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 income which is due to the

Fund has been collected.

J.P. Morgan Trustee and Depositary Company Limited
Bournemouth
7 December 2009
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Year ended 31 October 2009 The Equity Income Trust for Charities

Independent Auditors’ report to the unitholders of The Equity Income Trust for
Charities (“the Trust”)

We have audited the financial statements of The Equity Income Trust for Charities for the year ended 31 October 2009 which comprise the
statement of total return, the statement of change in net assets attributable to unitholders, the balance sheet, the distribution table and the related

notes. The financial statements have been prepared under the accounting policies set out therein.

Respective responsibilities of the Manager and the Auditors
The Manager's responsibilities for preparing the annual report and financial statements in accordance with applicable law and United Kingdom

accounting standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Managers’ responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and International Standards
on Auditing (UK and Ireland) issued by the Auditing Practices Board. 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. This report, including the opinion, has been prepared for and
only for the unitholders as a body, in accordance with the Scheme, and, paragraph 7(2) of the Charities (Accounts and Reports) Regulations
2008 made under Part VI, Charities Act 1993 and for no other purpose. We do not, in giving this opinion, 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.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance with
Regulation 4 of the Charities (Accounts and Reports) Regulations 2008, the Charities Act 1993 and the Scheme. We also report to you whether,
in our opinion, proper accounting records for the Trust have not been kept or whether the financial statements are not in agreement with those
records, if we have not received all the information and explanations we require for our audit, or whether the information given in the Managers’

report is not consistent with the financial statements.

We read the other information contained in the annual report and consider whether it is consistent with the audited financial statements. This
other information comprises only the Manager’s report and the other items set out on the contents page. We consider the implications for our
report if we become aware of any apparent misstatements or material inconsistencies with the financial statements. Our responsibilities do not

extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgements made by the Manager in the preparation of the financial statements, and of whether the accounting

policies are appropriate to the Trust's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud
or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial

statements.
Opinion
In our opinion the financial statements:

. give a true and fair view in accordance with United Kingdom Generally Accepted Accounting Practice of the financial position of the

Trust at 31 October 2009, the net revenue and the net capital gains/(losses) of the property of the Trust for the year then ended; and

. have been properly prepared in accordance with Regulation 6 of the Charities (Accounts & Reports) Regulations 2008, the Charities

Act 1993 and the Scheme.
We have obtained all the information and explanations we consider necessary for the purpose of the audit.

In our opinion the information given in the Manager’s report is consistent with the financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors

London

7 December 2009
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The Equity Income Trust for Charities

Year ended 31 October 2009

Trust facts

Interim
Interim
Interim

Final

Performance record

FTSE All Share Index (£) *

The Equity Income Trust for Charities - Bid price (p) **

* Source: DATASTREAM. Total return includes net income reinvested.

** Source: Morningstar.

Price history

Calendar year
2009*

2008

2007

2006

2005

2004

*To 31 October 2009

Total expense ratio

31.10.09

2,584.59
63.71

Accounting
date

n/a
30 April
n/a

31 October

31.10.08

2,183.69
53.01

Capital return
% change

18.36
20.18

Lowest bid
P
44.63

48.46
74.52
69.87
60.55
53.74

Distribution
payment date

15 March
15 June
15 September

15 December

Total return
% change

23.47
31.02

Highest offer
p
65.57

80.00
85.56
81.48
70.99
59.59

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.

The Equity Income Trust for Charities

Portfolio turnover rate

31.10.09
%

0.59

31.10.08
%

0.60

The portfolio turnover rate (PTR) is defined as the monetary value of total purchases and total sales of underlying securities in a Trust less the

monetary value of all purchase and sales of units in that Trust, divided by the average value of that Trust during the year.

The Equity Income Trust for Charities

Net asset value record

Date

31 October 2009
31 October 2008
31 October 2007

All units issued by the Trust are income units.

Net asset
value
£

200,544,158
155,542,216
271,983,812

31.10.09
%

103.14

Number of
units in issue

324,613,070
288,840,426
330,216,962

31.10.08
%

77.88

Net asset value
per unit

P

61.78

53.85

82.37
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Year ended 31 October 2009 The Equity Income Trust for Charities

Gross revenue distributions

First interim Second interim Third interim Final Total
31.01 30.04 31.07 31.10

Calendar year p p p p p
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
2005 0.3500 0.6500 0.6500 0.8000 2.4500
2004 0.3000 0.6000 0.6000 0.7900 2.2900

*To 31 October 2009
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The Equity Income Trust for Charities Year ended 31 October 2009

Portfolio statement
as at 31 October 2009

Market Percentage of
Holding/ value net assets
Nominal  Stock description £ %
United Kingdom debt securities 0.28% (31 October 20 08 0.00%)
£455,000  British Airways 5.8% Covertible Bond 13/08/2014 557,789 0.28
United Kingdom equities 99.33% (31 October 2008 95.  54%)
Aerospace & defence 3.02% (31 October 2008 5.11%)
1,150,000 BAE Systems 3,616,750 1.80
450,000 VT 2,445,750 1.22
6,062,500 3.02
Automobiles & parts 0.48% (31 October 2008 0.30%)
900,000 GKN 963,000 0.48
Banks 7.94% (31 October 2008 8.80%)
1,150,000 Barclays 3,703,000 1.85
1,565,795 HSBC 10,548,761 5.26
4,000,000 Royal Bank of Scotland 1,676,800 0.83
15,928,561 7.94
Beverages 0.00% (31 October 2008 2.02%)
Chemicals 0.48% (31 October 2008 0.66%)
1,525,000 Elementis 964,562 0.48
Construction & materials 0.77% (31 October 2008 0.4  8%)
160,000  Kier 1,540,800 0.77
Electricity 3.24% (31 October 2008 3.12%)
335,000 Drax 1,557,750 0.78
800,000 International Power 2,031,200 1.01
270,000 Scottish & Southern Energy 2,913,300 1.45
6,502,250 3.24
Electronics & electrical equipment 0.83% (31 Octobe  r 2008 0.00%)
1,060,000 Morgan Crucible 1,664,200 0.83
Fixed line telecommunications 3.45% (31 October 200 8 1.40%)
3,450,000 BT 4,529,850 2.26
1,650,000 Cable & Wireless 2,392,500 1.19
6,922,350 3.45
Food & drug retailers 2.65% (31 October 2008 2.66%)
800,000  Morrison (Wm) 2,240,000 1.12
754,550 Tesco 3,073,659 1.53
5,313,659 2.65

CAZENOVE
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Year ended 31 October 2009

The Equity Income Trust for Charities

Portfolio statement (continued)
as at 31 October 2009

Holding/
Nominal

475,000
450,000
301,492

2,030,915
509,688
1,500,000

450,000
538,500
1,300,000
778,000
500,000
900,000
175,000

1,275,000
600,000
330,000

330,090
1,000,000
750,000
350,000
1,587,715

335,000

413,333

1,950,000
4,000,000

Stock description

United Kingdom equities (continued)

Food producers 4.71% (31 October 2008 3.01%)
Dairy Crest
Tate & Lyle

Unilever

Gas, water & multiutilities 5.77% (31 October 2008  8.78%)
Centrica
National Grid

Northumbrian Water

General financial 4.75% (31 October 2008 4.02%)
3i

F&C Asset Management

HSBC Infrastructure Fund

Intermediate Capital

Man

Paragon

Provident Financial

General industrials 3.28% (31 October 2008 1.33%)
BBA Aviation

Rexam

Smiths

General retailers 3.84% (31 October 2008 1.85%)
Halfords

HMV

Home Retail

Marks & Spencer

Smiths News

Healthcare equipment & services 0.90% (31 October 2 008 0.00%)
Smith & Nephew

Industrial engineering 0.35% (31 October 2008 0.36% )

Melrose

Life assurance 2.36% (31 October 2008 3.32%)
Friends Provident

Legal & General

Market
value
£

1,900,000
2,018,700
5,511,274
9,429,974

5,038,700
3,088,709
3,459,000
11,586,409

1,186,650

399,029
1,482,000
1,975,342
1,550,000
1,305,900
1,630,125
9,529,046

1,963,500
1,662,000
2,946,900
6,572,400

1,291,972
1,110,000
2,184,750
1,197,000
1,933,043
7,716,765

1,809,000

704,733

1,591,200
3,140,000
4,731,200

Percentage of
net assets
%

0.95
1.01
2.75
4.71

2,51
1.54
1.72
5.77

0.59
0.20
0.74
0.99
0.77
0.65
0.81
4.75

0.98
0.83
1.47
3.28

0.64
0.55
1.09
0.60
0.96
3.84

0.79
1.57
2.36
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The Equity Income Trust for Charities

Year ended 31 October 2009

Portfolio statement (continued)
as at 31 October 2009

Holding/
Nominal

450,000
180,000
270,000
400,000

135,000

60,000
200,000
800,000

7,074,035

1,000,000
2,800,000

375,000
2,322,655
329,152
470,000

200,000
550,000

310,000
958,028

300,000
240,000
560,000

Stock description

United Kingdom equities (continued)

Media 3.18% (31 October 2008 2.71%)
Daily Mail & General Trust 'A" Non-Voting
Pearson

Reed Elsevier

United Business Media

Mining 4.96% (31 October 2008 3.36%)
Anglo American

Lonmin

Rio Tinto

UK Coal

Mobile telecommunications 4.75% (31 October 2008 6.

Vodafone

Non-life insurance 2.22% (31 October 2008 0.97%)

Beazley

RSA Insurance

Oil & gas producers 13.18% (31 October 2008 16.24%)

BG

BP

JKX Oil & Gas
Royal Dutch Shell

Oil equipment, services & distribution 1.08% (31 Oc

Hunting

Lamprell

Pharmaceuticals & biotechnology 10.21% (31 October

AstraZeneca

GlaxoSmithKline

Real estate 2.23% (31 October 2008 0.72%)

British Land
Liberty International

Segro

tober 2008 0.00%)

Market Percentage of
value net assets

£ %
1,786,950 0.89
1,498,500 0.75
1,247,670 0.62
1,850,400 0.92
6,383,520 3.18
2,988,900 1.49
877,800 0.44
5,386,000 2.69
686,000 0.34
9,938,700 4.96
9,518,114 4.75
1,068,000 0.53
3,393,600 1.69
4,461,600 2.22
3,956,250 1.97
13,292,555 6.63
901,876 0.45
8,272,000 4.13
26,422,681 13.18
1,050,000 0.52
1,115,400 0.56
2,165,400 1.08
8,500,200 4.24
11,970,560 5.97
20,470,760 10.21
1,415,100 0.71
1,082,640 0.54
1,970,640 0.98
4,468,380 2.23
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Year ended 31 October 2009

The Equity Income Trust for Charities

Portfolio statement (continued)
as at 31 October 2009

Holding/
Nominal

300,000
2,000,000
100,000

450,000
800,000
600,000
275,000
146,150
500,000
534,801
2,200,000
130,000

Stock description

United Kingdom equities (continued)

Support services 1.89% (31 October 2008 1.88%)
Babcock International

Speedy Hire

Wolseley

Travel & leisure 6.81% (31 October 2008 3.36%)
British Airways

Cineworld

Compass

Easyjet

Go-Ahead

Greene King

Ladbrokes

Marston's

Whitbread

Investment assets

Net other assets

Net assets attributable to unitholders

Market
value
£

1,819,500

720,000
1,238,000
3,777,500

818,100
1,254,000
2,326,800

990,000
2,081,176
1,974,000

650,853
1,905,200
1,653,600

13,653,729

199,759,582

784,576

200,544,158

All holdings are ordinary shares or stock units and admitted to official stock exchange listings unless otherwise stated.

Percentage of
net assets
%

0.91
0.36
0.62
1.89

0.41
0.63
1.16
0.49
1.04
0.98
0.32
0.95
0.83
6.81

99.61

100.00
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The Equity Income Trust for Charities

Year ended 31 October 2009

Statement of total return
for the year ended 31 October 2009

Income
Net capital gains/(losses)
Revenue
Expenses
Net revenue
Total return before distributions
Finance cost: Distributions

Change in net assets attributable to unitholders fr om investment activities

Statement of change in net assets attributable to unitholders

for the year ended 31 October 2009

Opening net assets attributable to unitholders
Amounts receivable on issue of units
In-specie transfer

Amounts payable on cancellation of units

Change in net assets attributable to unitholders from investment activities (see above)

Closing net assets attributable to unitholders

The notes on pages 16 to 22 form an integral part of these financial statements.

Year ended
31.10.09
Note £000 £'000
2 28,021
3 8,872
(1,043)
7,829
35,850
5 (9,825)
26,025
Year ended
31.10.09
£000 £'000
155,542
18,488
6,559
(6,070)
18,977
26,025
200,544

Year ended
31.10.08
£'000 £000
(85,744)
10,081
(1,330)
8,751
(76,993)
(10,175)
(87,168)
Year ended
31.10.08
£'000 £000
271,984
7,116
1,776
(38,166)
(29,274)
(87,168)
155,542
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Year ended 31 October 2009

The Equity Income Trust for Charities

Balance sheet
as at 31 October 2009

ASSETS

Investment assets

Debtors
Cash and bank balances
Total other assets

Total assets

LIABILITIES

Creditors

Distribution payable on income units
Total other liabilities

Total liabilities

Net assets attributable to unitholders

The notes on pages 16 to 22 form an integral part of these financial statements.

Note

10

31.10.09
£'000

199,759

1,478
4,240
5,718
205,477

1,687
3,246
4,933
4,933

200,544

31.10.08
£000

148,610

726
10,481
11,207

159,817

1,387
2,888
4,275
4,275

155,542
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The Equity Income Trust for Charities Year ended 31 October 2009

Notes to the financial statements

1.

a)

b)

d)

e)

9)

Accounting policies

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, 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
November 2008 (“the SORP”). They are exempt from complying with the Charities Statement of Recommended Practice (October 2005)

under paragraph 449 of that document.

Disclosure and presentation
The presentation of these financial statements has been changed from the previous period to comply with the requirements of the IMA
SORP (2008).

Changes from the SORP for Authorised Funds issued by the IMA in December 2005, and that issued in 2008, include:

. Income from capital property is now disclosed as net capital gains/(losses) and income from income property is disclosed as
revenue;
. Summary of material portfolio changes are no longer required. The requirement to show changes in the composition of the portfolio

during the period will be met by the inclusion of portfolio statement comparatives, total purchases and sales, a portfolio turnover rate

and a description of material changes in the portfolio composition as part of the review of investment activities by the Manager;

. The Portfolio statement no longer forms part of the audited financial statements. For this reason the Portfolio statement has been

moved in front of the Statement of total return.

Comparative figures have been stated, where required, in line with the new presentation requirements. There is no impact on the total

return or the net assets of the Trust for either the current or prior period.

Investments
The investments of the Trust as at 31 October 2009 were valued at bid-market prices at the close of business on the last business day of
the accounting year, net of any accrued interest. Investments for which published market values are not available are included at the

Manager’s valuation.

Portfolio statement
Unless otherwise indicated, the holdings in the Portfolio statement represent the ordinary shares, ordinary stock units or common shares of

the relevant companies.

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 converted to Sterling at the exchange rate ruling at the date of the transaction. Exchange differences
arising from investments are included in ‘Net capital gains/(losses)’ in the Statement of total return. Exchange differences arising from
capital items other than investments are also included in ‘Net capital gains/(losses)’ 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.

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

Scrip dividends
The Trust may elect to receive scrip dividends. Where an ordinary scrip 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.
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Year ended 31 October 2009 The Equity Income Trust for Charities

1. Accounting policies (continued)
h) Expenses
The Manager’s service charge 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 gains/(losses) as ‘Expenses relating to the purchase and sale of investments’.
i) Distribution policy
Distributions of revenue are determined by the Manager acting as delegate for, and in consultation with, the Trustee.
j) 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’.
k) 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.
1) 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 gains/(losses)
Year ended Year ended
31.10.09 31.10.08
£'000 £'000
Non-derivative securities 28,027 (85,738)
Currency losses from other capital items * - )
Expenses relating to the purchase and sale of investments (6) 4
Total 28,021 (85,744)

* Currency losses from other capital items were previously included as “Other (losses)/gains” as a separate line in the Statement of total return.

3. Revenue
Year ended Year ended
31.10.09 31.10.08
£'000 £000
UK dividends 8,267 9,230
Underwriting commission 228 11
Unfranked component of real estate investment income 169 100
Bank interest 91 498
Overseas dividends 60 69
Scrip dividends 51 173
Interest on UK Bonds 6 -
Total 8,872 10,081
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The Equity Income Trust for Charities Year ended 31 October 2009

4. Expenses

Year ended Year ended
31.10.09 31.10.08
£000 £000

Payable to the Manager or associate of the Manager
Manager’s service charge 994 1,282
Payable to the Trustee or associate of the Trustee
Trustee fees 28 32
Safe custody fees 3 6
Total payable to the Trustee or associate of the Tr  ustee 31 38
Payable to other related parties and third parties
Audit fee 8 8
Printing fees 7 2
Publication fees 2 1)
Registrar fees 1 1
Total payable to other related parties and third pa  rties 18 10
Total 1,043 1,330

Expenses include VAT, where applicable.

5. Finance costs

The distributions take account of revenue received on the creation of units and revenue deducted on the cancellation of units, and comprises:

Year ended Year ended

31.10.09 31.10.08

£000 £'000

First interim 1,483 1,623

Second interim 2,704 2,761

Third interim 2,793 2,496

Final 3,246 2,888

10,226 9,768

Add: Revenue deducted on cancellation of units 102 526

Deduct: Revenue received on creation of units (503) (119)

Distributions 9,825 10,175

Interest - -

Total finance costs 9,825 10,175
Movement between distributions and net revenue

Distributions 9,825 10,175

Less: Expenses charged to capital (1,022) (1,314)

Transfer from distribution equalisation reserve (974) (110)

Net revenue 7,829 8,751

Details of the distributions are set out on page 23.
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Year ended 31 October 2009

The Equity Income Trust for Charities

6. Debtors
31.10.09 31.10.08
£000 £000
Sales awaiting settlement 708 -
Accrued revenue 538 699
Amounts receivable for creation of units 205 17
Property income tax recoverable 26 -
Prepaid expenses 1 3
Overseas tax recoverable - 7
Total 1,478 726
7. Creditors
31.10.09 31.10.08
£000 £000
Purchases awaiting settlement 1,089 1,295
Amounts payable for cancellation of units 387 -
Accrued expenses 211 92
Total 1,687 1,387
8. Portfolio transaction costs
31.10.09 31.10.08
£'000 £000
Purchases in year before transaction costs 118,143 92,788
Commissions 153 131
Taxes 2 -
Total purchase costs 155 131
Gross purchase total 118,298 92,919
Gross sales in year before transaction costs 95,317 126,449
Commissions (142) (189)
Total sales costs (142) (189)
Total sales net of transaction costs 95,175 126,260

9. Contingent liabilities

As at 31 October 2009, the Trust had a contingent liability of £1,832,920 in respect of underwriting commitments in the rights issues of Brammer,

Laird and Barratt Development. (31 October 2008: £nil).

10. Distribution equalisation reserve
Included within unitholders’ net assets is an amount of £365,686 (31 October 2008: £1,339,654) which has been carried forward as a distribution

equalisation reserve representing undistributed earnings available for future distributions.
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The Equity Income Trust for Charities Year ended 31 October 2009

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 currency 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.

Interest rate risk

Interest receivable on bank deposits or payable on bank overdraft positions will be affected by fluctuations in interest rates.

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

its obligations.

Market price risk
Market price risk arises from the Trust's financial instruments, being the risk that the value of investment holding 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.

(@) Currency exposure
At the balance sheet date 0.00% (31 October 2008: 0.00%) of the net assets of the Scheme 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.
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Year ended 31 October 2009 The Equity Income Trust for Charities

11. Derivatives and other financial instruments (continued)

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

Currency Floating rate Fixed rate Financial assets not Total market
financial assets* financial assets carrying interest value
£000 £000 £000 £000

The interest rate risk profile of the Trust’s financial assets as at 31 October 2009 was:
Sterling 4,240 558 200,679 205,477
Total 4,240 558 200,679 205,477

The interest rate risk profile of the Trust’s financial assets as at 31 October 2008 was:

Sterling 10,481 - 149,329 159,810
US dollar - - 7 7
Total 10,481 - 149,336 159,817

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

Currency Floating rate Financial liabilities not Total market
financial liabilities carrying interest value
£000 £'000 £'000

The interest rate risk profile of the Trust’s financial liabilities as at 31 October 2009 was:
Sterling - 4,933 4,933
Total - 4,933 4,933

The interest rate risk profile of the Trust’s financial liabilities as at 31 October 2008 was:

Sterling - 4,275 4,275
Total - 4,275 4,275
(c) Fair value of financial assets and financial i abilities

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. 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 JPMorgan at 1% above the Investor Services overdraft rate. There was no other borrowing at the

balance sheet date.

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 accounts. Balances outstanding at the year end are as follows:

31.10.09 31.10.08

£000 £000

Payable to the Manager or associate of the Manager 377 78
Payable to the Trustee or associate of the Trustee 6 2

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.
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The Equity Income Trust for Charities Year ended 31 October 2009

13. Unitholder 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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Year ended 31 October 2009 The Equity Income Trust for Charities

Distribution tables
for the year ended 31 October 2009

Final distribution
Group 1 — Units purchased on or before 31 July 2009
Group 2 — Units purchased after 31 July 2009 up to and including 31 October 2009

Revenue Equalisation* Payable Paid
distributable 15.12.09 15.12.08
total total
P P p P
Group 1 1.0000 - 1.0000 1.0000
Group 2 0.1098 0.8902 1.0000 1.0000
Third interim distribution
Group 1 — Units purchased on or before 30 April 2009
Group 2 — Units purchased after 30 April 2009 up to and including 31 July 2009
Revenue Equalisation* Paid Paid
distributable 15.09.09 15.09.08
total total
P p p p
Group 1 0.8700 - 0.8700 0.8700
Group 2 0.0000 0.8700 0.8700 0.8700

Second interim distribution
Group 1 — Units purchased on or before 31 January 2009
Group 2 — Units purchased after 31 January 2009 up to and including 30 April 2009

Revenue Equalisation* Paid Paid

distributable 15.06.09 15.06.08

total total

P p p p

Group 1 0.8700 - 0.8700 0.8700
Group 2 0.0000 0.8700 0.8700 0.8700

First interim distribution
Group 1 — Units purchased on or before 31 October 2008
Group 2 — Units purchased after 31 October 2008 up to and including 31 January 2009

Revenue Equalisation* Paid Paid

distributable 15.03.09 15.03.08

total total

p p p p

Group 1 0.5000 - 0.5000 0.5000
Group 2 0.0000 0.5000 0.0000 0.5000

* 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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The Equity Income Trust for Charities Year ended 31 October 2009

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.

Cazenove Investment Fund Management Limited can only promote its own products and services. Nothing in this document should be deemed to
constitute the provision of financial, investment or other professional advice in any way. Past performance should not be seen as an indication of
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.
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Year ended 31 October 2009 The Equity Income Trust for Charities

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
12 Moorgate, London EC2R 6DA

Registered office: 12 Moorgate, London EC2R 6DA

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

Directors of Cazenove Investment Fund Management Li ~ mited
A J S Ross Chairman

R Jeffrey (joined 1 January 2009)

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

Hay's Galleria, 1 Hay's Lane, London SE1 2RD

Registrar
The Bank of New York Europe Limited
12 Blenheim Place, Edinburgh EH7 5JH

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

For more information

Telephone Edward Harley or John Gordon at Cazenove Investment Fund Management Limited (CIFM) on 020 7155 5600, or access the website

at www.cazenovecapital.com.
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