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The Skye Trust

Report of the Manager

Investment objective and policy

Remuneration

4 July 2017

Changes affecting the Fund in the year

There were no fundamental or significant changes to the Fund in the year.

In accordance with the requirements of the Collective Investment Schemes sourcebook as issued and amended by the

Financial Conduct Authority, we hereby certify the Report on behalf of the Manager, Smith & Williamson Fund

Administration Limited.

K. Stopps

Directors

Smith & Williamson Fund Administration Limited                                                        

Further information in relation to the Fund is illustrated on page 31.

Smith & Williamson Fund Administration Limited as Manager presents herewith the Annual Long Report (“the Report”) for

The Skye Trust for the year ended 5 April 2017.

The Skye Trust (“the Trust” or "the Fund") is an authorised unit trust further to an authorisation order dated 2 August

2004 and is a UCITS scheme complying with the investment and borrowing powers rules in the Collective Investment

Schemes sourcebook (“COLL”), as issued by the Financial Conduct Authority (“FCA”).

The Manager is of the opinion that it is appropriate to continue to adopt the going concern basis in the preparation of the

accounts as the assets of the Fund consist predominantly of securities which are readily realisable and, accordingly, the

Fund has adequate financial resources to continue in operational existence for the foreseeable future. Further,

appropriate accounting policies, consistently applied and supported by reasonable and prudent judgements and

estimates, have been used in the preparation of these accounts and applicable accounting standards have been followed.

G. Murphy

The base currency of the Fund is UK sterling.

The Trust Deed can be inspected at the offices of the Manager.

Copies of the Prospectus and Key Investor Information Document ("KIID") are available free of charge from the Manager.

The objective and policy of the Fund is to maximise overall return through investment in some or all sectors in some or

all world markets, including the UK, by investing in transferable securities, money market instruments and deposits,

warrants and collective investment schemes. There is no limit to which the Fund can be invested in any sector.

In accordance with COLL4.5.7R(7) The Authorised Fund Manager (AFM) is required to make disclosures of remuneration

paid to staff and UCITS remuneration code staff by the AFM and a description of how the remuneration has been

calculated. COLL4.5.7AG allows the relevant disclosure not to be included in these accounts as the first full performance

period of the AFM is not complete and the required information is therefore not currently available.
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Statement of the Manager's responsibilities

-

-

-

-

-

-

-

make judgements and estimates that are reasonable and prudent; and

take reasonable steps for the prevention and detection of fraud and other irregularities.

The Manager is responsible for the management of the Fund in accordance with the Trust Deed, the Prospectus and

COLL.

The Collective Investment Schemes sourcebook ("COLL") requires the Manager to prepare financial statements for each

annual accounting period which give a true and fair view of the financial affairs of the Fund as at the end of the financial

period and of its net revenue and the net capital gains on the property of the Fund for the year. In preparing the

financial statements, the Manager is required to:

select suitable accounting policies and then apply them consistently;

comply with the disclosure requirements of the Statement of Recommended Practice: “Financial Statements of UK

Authorised Funds” issued by the Investment Association (“the IA”) in May 2014;

follow generally accepted United Kingdom accounting principles (UK accounting standards and applicable law)

including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Fund will

continue in operation;

keep proper accounting records which enable it to demonstrate that the financial statements as prepared comply

with the above requirements;
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Trustee's responsibilities

-

-

-

-

-

-

Report of the Trustee to the unitholders of The Skye Trust

(i) 

    

    
(ii)          

National Westminster Bank Plc

Trustee and Depositary Services

4 July 2017

Report of the Trustee to the unitholders of The Skye Trust

The Trustee must ensure that the Fund is managed in accordance with the Financial Conduct Authority's Collective

Investment Schemes sourcebook, the Financial Services and Markets Act 2000, as amended, (together "the

Regulations"), the Trust Deed and Prospectus (together "the Scheme documents") as detailed below.

The Trustee also has a duty to take reasonable care to ensure that the Fund is managed in accordance with the

Regulations and the Scheme documents in relation to the investment and borrowing powers applicable to the Fund.

Having carried out such procedures as we consider necessary to discharge our responsibilities as Trustee of the

Fund, it is our opinion, based on the information available to us and the explanations provided, that in all material

respects the Fund, acting through the AFM:

has carried out the issue, sale, redemption and cancellation, and calculation of the price of the Fund’s units

and the application of the Fund's income in accordance with the Regulations, and the Scheme documents, and

The Trustee must in the context of its role act honestly, fairly, professionally, independently and in the interests of

the Fund and its investors.

The Trustee is responsible for the safekeeping of all custodial assets and maintaining a record of all other assets of

the Fund in accordance with the Regulations.

the Fund's cash flows are properly monitored and that cash of the Fund is booked into the cash accounts in

accordance with the Regulations;

The Trustee must ensure that:

the sale, issue, redemption and cancellation of units are carried out in accordance with the Regulations;

the value of units in the Fund is calculated in accordance with the Regulations;

any consideration relating to transactions in the Fund's assets is remitted to the Fund within the usual time

limits;

the Fund's income is applied in accordance with the Regulations; and

the instructions of the Authorised Fund Manager ("the AFM") are carried out (unless they conflict with the

Regulations). 

has observed the investment and borrowing powers and restrictions applicable to the Fund.
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-

-

-

-

Philip Merchant

for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

Saltire Court

20 Castle Terrace

Edinburgh

EH1 2EG

4 July 2017

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

We have received all the information and explanations which we consider necessary for the purposes of our audit.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where under the COLL Rules we are required to report

to you if, in our opinion:

proper accounting records for the Trust have not been kept; or

the financial statements are not in agreement with the accounting records.

Opinion on other matters prescribed by the COLL Rules

Independent Auditor’s report to the unitholders of The Skye Trust (‘the Trust’)  

We have audited the financial statements of the Trust for the year ended 5 April 2017 which comprise the

Statement of Total Return, the Statement of Change in Net Assets Attributable to Unitholders, the Balance Sheet,

the Related Notes and Distribution Table and the accounting policies set out on pages 6 to 7. 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), including FRS 102 The Financial Reporting Standard

applicable in the UK and Republic of Ireland.

This report is made solely to the Trust’s unitholders, as a body, in accordance with Rule 4.5.12 of the Collective

Investment Schemes sourcebook (‘the COLL Rules’) issued by the Financial Conduct Authority under section 247 of

the Financial Services and Markets Act 2000. Our audit work has been undertaken so that we might state to the

Trust’s unitholders those matters we are required to state to them in an auditor’s report and for no other purpose.

To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Trust

and the Trust’s unitholders as a body, for our audit work, for this report, or for the opinions we have formed. 

Respective responsibilities of the Manager, Smith & Williamson Fund Administration Limited and Auditor  

As explained more fully in the Statement of the Manager’s responsibilities set out on page 3 the Manager is

responsible for the preparation of financial statements which give a true and fair view. 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.  

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's

website at: www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements

In our opinion the financial statements:

give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the financial

position of the Trust as at 5 April 2017 and of the net revenue and the net capital gains on the property of the

Trust for the year then ended; and

have been properly prepared in accordance with the Trust Deed, the Statement of Recommended Practice

relating to Authorised Funds, and the COLL Rules.
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Accounting policies of The Skye Trust
for the year ended 5 April 2017

a Basis of accounting

The financial statements have been prepared under the historical cost convention, as modified by the

revaluation of investments. They have been prepared in accordance with FRS 102 The Financial Reporting

Standard applicable in the UK and Republic of Ireland ("FRS 102") and in accordance with the Statement of

Recommended Practice for UK Authorised Funds ("the SORP") issued by The Investment Association in May 2014.

The Fund has elected to early adopt the amendments to FRS 102 in respect of the fair value hierarchy

disclosure requirements for financial instruments held at fair value as permitted for authorised funds.

As described in the Manager's report, the Manager continues to adopt the going concern basis in the

preparation of the accounts.

b Valuation of investments

The purchase and sale of investments are included up to close of business on 5 April 2017.

Purchases and sales of investments are recognised when a legally binding and unconditional right to obtain, or

an obligation to deliver an asset arises.

Investments are stated at their fair value at the balance sheet date. In determining fair value, the valuation

point is global close of business on 5 April 2017 with reference to quoted bid prices from reliable external

sources. 

Where an observable market price is unreliable or does not exist, investments are valued at the Manager's best

estimate of the amount that would be received from an immediate transfer at arm's length.

c Foreign exchange

The base currency of the Fund is UK sterling which is taken to be the Fund's functional currency.

All transactions in foreign currencies are converted into sterling at the rates of exchange ruling at the dates of

such transactions. The resulting exchange differences are disclosed in note 2 of the Notes to the financial

statements. 

Any foreign currency assets and liabilities at the end of the accounting period are translated at the exchange

rate prevailing at the balance sheet date.

d Revenue

Revenue is recognised in the Statement of total return on the following basis:

Dividends from quoted equity instruments and non equity shares are recognised as revenue, net of attributable

tax credits on the date when the securities are quoted ex-dividend.

Special dividends are treated as either revenue or a repayment of capital depending on the facts of each

particular case.

Interest on bank deposits and short term deposits is recognised on an accruals basis.

e Expenses

All expenses are charged to the Fund against revenue, other than those relating to the purchase and sale of

investments.

Bank interest paid is charged to revenue. 

f Taxation

Tax payable on profits is recognised as an expense in the period in which profits arise. The tax effects of tax

losses available to carry forward are recognised as an asset when it is probable that future taxable profits will

be available, against which these losses can be utilised.

UK corporation tax is provided as amounts to be paid/recovered using the tax rates and laws that have been

enacted at the balance sheet date. 
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Accounting policies of The Skye Trust (continued)
for the year ended 5 April 2017

f Taxation (continued)

Deferred taxation is provided in full on timing differences that result in an obligation at 5 April 2017 to pay

more or less tax, at a future date, at rates expected to apply when they crystallise based on current rates and

tax laws. Timing differences arise from the inclusion of items of income and expenditure in taxation

computations in periods different from those in which they are included in the financial statements. Deferred

tax assets and liabilities are not discounted.

Provision for deferred tax assets are only made to the extent the timing differences are expected to be of

future benefit.

g Efficient portfolio management

Where appropriate, certain permitted instruments such as derivatives or forward currency contracts may be

used for efficient portfolio management purposes. Where such instruments are used to protect or enhance

revenue, the revenue or expenses derived therefrom are included in the Statement of total return as revenue

related items and form part of the distribution. Where such instruments are used to protect or enhance

capital, the gains and losses derived therefrom are included in the Statement of total return as capital related

items.

h Distribution policies

i Basis of distribution

The distribution policy is to distribute all available revenue after deduction of expenses payable from revenue.

Distributions attributable to income units are paid to unitholders.

ii Unclaimed distributions

Distributions to unitholders outstanding after 6 years are taken to the capital property of the Fund.

iii Revenue

All revenue is included in the final distribution with reference to policy d.

iv Expenses

Expenses incurred against the revenue of the Fund are included in the final distribution, subject to any

expense which may be transferred to capital for the purpose of calculating the distribution, with reference to

policy e.

v Equalisation

Group 2 units are units purchased on or after the previous XD date and before the current XD date. Equalisation

applies only to group 2 units. Equalisation is the average amount of revenue included in the purchase price of

group 2 units and is refunded to holders of these units as a return of capital. Being capital it is not liable to

income tax in the hands of the unitholders but must be deducted from the cost of units for capital gains tax

purposes. Equalisation per unit is disclosed in the Distribution table.
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Investment Adviser's report

Market review

Although covering the year to 5 April 2017, this report’s primary focus is on the period from October onwards, during

which time the waning predictive powers of mainstream economics became much discussed. As their peers in the

polling industry were confounded earlier, so were economic forecasters.  

The notion that the UK would experience a sharp economic down turn in the wake of the Brexit vote was dispelled; the

economy ended 2016 in rude health and continued its momentum into 2017. Bank of England (BoE) Governor, Mark

Carney, acknowledged that the economy had proven more resilient than expected post the referendum: household

behaviour was essentially unchanged. The BoE was initially cautious over the economy, but the magnitude of the change

in the BoE’s forecasts was striking, increasing its gross domestic product (GDP) growth forecast for 2017 from +1.4% year

on year (YoY) to 2.0% YoY. Although we didn’t anticipate an immediate slowdown, we recognise the legitimacy of the

concerns over the health of the economy. Our stance was predicated on policy settings and data which remained

expansionary - affordable and available credit, high level of employment, real wage growth, support to exporters from

the devaluation in sterling and firmer global growth. The UK’s experience post the Exchange Rate Mechanism

devaluation of 1992/93, when it enjoyed a material enhancement in its terms of trade, is illustrative of the stimulatory

effect of a decline in sterling.  

However, a less favourable consequence of sterling’s decline is the resulting rise in inflation (and possibly inflationary

expectations). There is some debate over how much impact this will have on a hitherto resilient UK consumer.

Consumer confidence appears well underpinned - the British Bankers' Association's mortgage data confirms that the

housing market is stable post Brexit. The introduction of the National Living Wage should also support consumer

confidence. Employment growth, although slowing, remains positive. That said, we expect the squeeze on real pay

from rising inflation to intensify over the next 12 months. Demand for labour is resilient and despite signs of greater

tightness in the labour market, there is no evidence that this is being manifest in higher wage settlements. Recent UK

economic experience suggests workers are prepared to accept real wage compression rather than risk unemployment.

Given the nature of the factors underpinning the increase in inflation, it seems highly likely that the Monetary Policy

Committee will continue to ‘look through’ above target inflation rather than risk damaging UK activity levels.   

We expect a recovering global economy and weaker sterling to support UK GDP growth during 2017.

The gauges of US economic activity, in particular output and employment, have indicated a rising trajectory, albeit one

which does not always follow a strict month on month progression. Hence, investors were prepared for the Federal

Reserve’s (Fed) decision to raise interest rates twice, in December and March, the majority appearing to share the Fed’s

belief that US economic recovery is on track and can withstand higher rates. 

Official policy moves aside, US treasury 10 year yields were already edging up as investors assessed the implications of

Donald Trump’s victory in the Presidential Election. The steepening yield curve was attributed to a combination of:

heightened risk premia from reduced fiscal discipline and a higher federal deficit; a boost to growth prospects based on

the promise of significant tax cuts and enhanced infrastructure spending; expectations of a tighter monetary policy

from a Fed subject to more political influence and higher inflation expectations resulting from a more protectionist

administration.

Investors recognise that if the tax cuts proposed during the election campaign were implemented fully, it would push

the debt to GDP ratio to levels that would make the ratings agencies nervous. Fitch has already issued a pre-emptive

warning as to the potential consequences for the US credit rating.  

Quietly, Europe has been recovering. Critically, given the extant threats to Europe’s political cohesion, employment has

been growing for over two years. Manufacturing growth, helped by a more competitive euro, continues to outpace

services. The European Central Bank (ECB) maintained its existing accommodative monetary policy stance, exhibiting

less concern over a temporary inflationary uptick and placing greater emphasis on the need for stronger wage growth.

Politically, Europe still faces challenges. Correctly, there is considerable focus on the French and German elections

which offer the respective electorates the opportunity to further destabilise political elites. However, the Italian poll in

2018 may be more significant. ECB support for the Italian banks is contingent on Italy’s on going euro membership,

something the populist (and popular) Five Star Movement is prepared to challenge.   
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Investment Adviser's report (continued)

Market review (continued)

Sky’s largest shareholder, 21st Century Fox, tabled an agreed bid to acquire the remainder of Sky’s equity at a 36%

premium to the then price. Fears over the cost of sports’ rights and the post Brexit consumer environment had

depressed investor sentiment towards Sky. The deal has since been referred to the industry regulator, OFCOM. Trading

wise, Sky’s first half numbers incorporated the ramp up in costs associated with the latest English Premier League deal.

Management confirmed it was on track to meet its full year forecasts. If the bid is blocked, we still believe Sky retains

the characteristics we look for in a ‘through the cycle compounder’ investment.

The long, if publicly unacknowledged, slowdown in Chinese growth is likely to continue in 2017 as China’s economy

rebalances from investment and export led growth to one where domestic consumption plays a greater part. Although

well founded concerns remain over China’s personal and corporate indebtedness, fears of a hard landing have eased.

Chinese authorities continue to face the balancing act between encouraging growth and controlling credit bubbles,

particularly those related to property lending. Their immediate thoughts might be occupied by China’s ongoing trading

relationship with the US, given the new President’s protectionist rhetoric. 

Stockmarkets dealt with December’s (admittedly well telegraphed ) rise in US interest rates in a much more composed

manner than in the preceding December. Investors absorbed the Fed’s commentary that it was considering up to 3 more

hikes in 2017 without incident. 

2017 has begun in upbeat fashion, with a string of PMI releases from across the major economies beating market

consensus expectations. That said, an uninspiring economic prognosis didn’t prevent stockmarkets from making

advances in 2016. However, we believe individual equity performance will depend more on earnings delivery as we

believe PE multiple expansion has run its course. With the December reporting season complete, the portents are

favourable - UK earnings revisions featured a reassuring improvement in earnings forecast momentum across the UK

market, as analysts adjusted what had been cautious expectations for the current year. Lastly, although the benefits of

sterling weakness for the overseas earners are still evident, this is becoming less of a factor.

Investment review*

It is our view that Bellway remains one of the best placed UK housebuilders given its well diversified landbank and may

benefit from positive price inflation and moderate cost pressure. The UK sales environment remains robust and

Bellway’s forward order book was 18% ahead. Visibility on earnings and dividends is strong, and the company continues

to generate attractive returns on its capital. In contrast, Bovis Homes Group has not been able to capitalise on benign

market conditions due to production weaknesses. Its asset base is amongst the most lowly valued in the sector, a

reflection on management, not its assets. Recent results indicated that the business failings were more deep rooted

than we had expected, requiring a comprehensive review of production and quality assurance. Two unsolicited bid

approaches from fellow housebuilders, Galliford Try and Redrow, did not translate into formal offers. Following the

appointment of a Chief Executive Officer with considerable industry experience, we are reviewing our investment in

Bovis Homes Group.  

Travis Perkins issued a slightly subdued trading update indicating that, despite outperforming the underlying markets in

consumer and contracts, slower trends in plumbing and heating would result in an earnings outturn slightly below

consensus forecasts. We believe Travis Perkins remains a well-run group selling on an undemanding valuation. Keller

Group’s profits were adversely impacted by the continued fall-out from the decline in energy prices in Canada and

continuing weakness in Asia Pacific markets. However, the US and European markets, which account for 70% of group

sales, are trading in line with expectations, and the group order book is 15% higher than it was last year.

Senior continues to face trading headwinds. Shareholders were prepared for a continuation of tough trading in the

cyclical US heavy truck market, but the admission that growth rates in commercial aerospace were less than previously

indicated by management was unwelcome. Much of this news was attributable to timing issues associated with

programme introductions, but there were company specific factors which we believe Senior should have managed

better. That said, both it and GKN confirmed the positive medium term economics of the civil aerospace industry.

Morgan Advanced Materials’ management has begun to reshape the business portfolio into areas where it can have a

meaningful global presence, and leverage that presence to drive higher returns over the course of the economic cycle.

In 2017, it has exited two smaller businesses, and reported solid results.    

The one significant disappointment was Imagination Technologies Group which lost its contract to supply Apple with

graphic processor chips based on Imagination Technologies Group's IP. This is a material change in Imagination

Technologies Group's revenue base and calls into question its viability as an independent company. We are assessing

whether we wish to remain invested. 

*Source: Individual company earning releases.
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Investment Adviser's report (continued)

Investment risks

*Source: Individual company earning releases.

Investment review (continued)*

Results and dividend growth in our financial services businesses – Lloyds Banking Group and Standard Life - exceeded

expectations. Individual profit expectations were re-affirmed as robust. Standard Life recently announced its intention

to merge with fellow asset manager Aberdeen Asset Management, the attraction being scale and cost synergies. Jupiter

Fund Management flagged that costs in 2018 would be higher than currently forecast and experienced a disappointing

final quarter in 2016 which resulted in small net outflows. Assets under Management were slightly below consensus

forecasts, resulting in modest earnings downgrades. However, we believe Jupiter Fund Management remains attractive

from a valuation perspective. Legal & General Group’s full year results were in line with expectations. A strong

performance from Retirement offset a more muted outcome for insurance and savings. The dividend was raised by 7%.

Legal & General Group has been adept at offering pension solutions in a low interest rate environment, and is

positioned well to exploit de-risking of pensions as the interest rate cycle turns.

GlaxoSmithKline is nearing the end of its series of patent expirations on blockbuster drugs. Advair is its last major drug

yet to see generic competition in the US, something which is likely to happen this year. However, GlaxoSmithKline’s

results demonstrated strong growth in its HIV and vaccines franchises, which will almost completely offset the decline

in Advair. Thereafter, it has no major patents expiring until 2025, which should underpin a stronger growth profile.

Servelec Group’s results were in line with lowered expectations from earlier in 2016. There was a material improvement

in second half trading and, by the year end, its order book was 15% higher. Its dividend was increased by 10%. The

outlook for social care is strong, with continuing growth in community/mental health and child health projects offset by

fewer new orders in acute care. Some automation spend is still subject to fluctuations in the oil price but customers are

now willing to implement efficiency driven projects. A stronger 2017 should allow Servelec Group to re-rate.  

Restaurant Group’s 2016 trading performance was disappointing, despite which its dividend was maintained, evidence

of the strength of its cashflow. The new management team concluded a strategic review which involves closing

underperforming sites and returning core brand, Frankie & Benny’s, to its roots of value pricing and unpretentious fare.

Whilst there will be a lag following the changes, we believe these actions will deliver much improved operating

performance. 

Although Spirent Communications' revenues showed modest declines, cost cutting and a better product mix allowed it to 

improve operating profit and margin. Management expect a return to sales growth based on contract wins in high speed

Ethernet, virtualisation, cloud and security. With gross margins over 70%, earnings should benefit from Spirent

Communications' operational gearing.

Investment activities

Trading was limited, reflecting primarily positive developments in the businesses within the portfolio.  

We added Consort Medical to the portfolio. It has two divisions – the first, Bespak is a developer and manufacturer of

drug delivery devices. It has the capacity to meet the scale required for some of the world's largest selling drugs and

has the market credibility to serve the largest pharmaceutical companies. The second, Aesica, is a contract

development and manufacturing organisation and diversifies Consort Medical’s earnings away from devices and into

drugs themselves.    

The consensus view is that the bout of inflation expected in 2017 is merely a blip, the arithmetical consequence of

importing goods and services which are priced in US dollars. This relatively relaxed stance could be called into question

if workers responded by demanding higher pay, which then sparked an inflationary spiral. How likely is this? The last

time inflation surged in 2010-11, unemployment was much higher. Wage growth failed to keep pace with prices and

those in work saw a sharp decline in spending power. Today, the unemployment rate sits at a 40 year low. However, we

do not envisage markedly higher nominal pay settlements in 2017. Ongoing reforms to the welfare system, low

bargaining power of labour, public sector pay restraint and minimal appetite for effective measures to reduce

movement of workers should ensure that headline pay awards remain constrained in 2017. So a temporary spell of real

wage stagnation can be expected during the second half of the year. However, we would not overplay the impact on

consumption as the major UK levers are all in stimulative mode and credit markets remain accommodative.  
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Investment Adviser's report (continued)

The world economy is recovering. Even more encouragingly it is a synchronised global recovery with activity

strengthening in both the developed and emerging markets for the first time since 2010. Leading indicators for growth

are flashing green. Singaporean export growth, a barometer of global demand, has hit a two year high. Arguably

Europe’s most important economic indicator, Germany’s ifo business confidence index, is near a three year high. Across

the globe regular economic data are coming in on the strong side of expectations. 

UK financial markets were unflustered post the triggering of Article 50. Investors have had 9 months to assimilate the

political risk and sterling may begin to reflect economic fundamentals. Granted, globally, it is right to be sceptical

regarding the judgement of politicians, but this is obscuring a plethora of good economic news. Although the risk of

stock specific events cannot be eliminated, we retain a high degree of confidence that, across the portfolio, the

businesses which we own will deliver their promised earnings growth.    

Revera Asset Management Limited

25 April 2017

Investment risks (continued)

The short term angst over Brexit has largely subsided. However, we believe the more pertinent question is not how the

economy responds to Brexit in 2017/18, but rather how the eventual settlement affects the environment for business

and the UK’s long term growth rate. The benign interpretation is that the economic interests of all the parties involved

will eventually outweigh the inevitable political squabbling, agreeing a future relationship which benefits both the UK

and the EU. However, we acknowledge that a strong case can be made for a less favourable end result. The most costly

form of Brexit according to most forecasters comes from the UK assuming a remote relationship with the EU, operating

under the World Trade Organization trade rules. When there is greater clarity on the outcome of negotiations we would

expect to see capital flowing into or out of UK assets.   

The Fed indicated that it was considering up to three further interest rate increases in 2017. Simultaneously, the

incoming US President has indicated a willingness to stimulate the US economy through a range of fiscal initiatives – tax

cuts and reforms and infrastructure spending. Markets have bought into the idea of fiscal stimulus taking up the heavy

lifting role from monetary policy and investors are pricing in potentially more fiscal stimulus than is likely to appear in

2017. Despite Republican control of Congress, there remain a large number of fiscal conservatives who require

convincing, particularly when the subject matter is higher federal deficits. Increasingly, the central case scenario is

that there is an uncomfortable hiatus during which bond yields and the dollar continue to rise in anticipation of the

impending fiscal stimulus. i.e. a tightening of monetary policy without the balancing fiscal boost. In addition, the Fed

has to assess how far US interest rates can diverge from global rates without causing financial market disruption and

driving the dollar to levels which significantly hurts US exporters.  

The Italian banking system constitutes a significant threat to EU stability. In particular, non-performing loans at 12% of

the outstanding stock of loans are the key contagion risk. In the short term the ECB will remain supportive of the Italian

banking system, but its decisions may become increasingly politically nuanced as it attempts to encourage those parties

within Italy who wish to remain part of the EU. Should the anti-euro Five Star Movement achieve power, the ECB would

have to confront one of its least palatable scenarios – that of withdrawing Emergency Liquidity Assistance and limiting

Italian government bond purchases.  

Investment outlook
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Portfolio changes

for the year ended 5 April 2017

Purchases

Cost

£ Sales

Proceeds

£

UK Treasury Gilt 4% 07/09/2016 2,028,800 UK Treasury Gilt 4% 07/09/2016 2,023,600

Servelec Group 527,510 Sage Group 546,296

Imagination Technologies Group 497,657 Royal Dutch Shell 'B' 514,923

Consort Medical 479,598 Vertu Motors 505,032

Spirent Communications 456,213 Rio Tinto 496,859

GlaxoSmithKline 453,129 Hilton Food Group 462,640

Smiths Group 282,157 Morgan Advanced Materials 436,512

Morgan Advanced Materials 88,422 Diageo 405,204

Bovis Homes Group 79,580 GKN 401,210

Sky 77,943 Bellway 384,718

Keller Group 383,694

Sky 375,258

Firstgroup 355,984

Legal & General Group 292,394

Standard Life 287,916

Travis Perkins 271,163

Jupiter Fund Management 265,931

Lloyds Banking Group 236,105

Johnston Press 220,168

Senior 152,046

Imagination Technologies Group 71,543

The above represents the total purchases and the total sales in the year to reflect a clearer picture of the investment

activities.
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Portfolio statement

as at 5 April 2017

Nominal Market % of total

value or value net assets

Investment holding £

Equities - United Kingdom 95.64% (89.10%)

Oil & Gas 4.00% (4.73%)

Royal Dutch Shell 'B' 23,000 506,460 4.00

Basic Resources 3.87% (3.83%)

Rio Tinto 15,000 490,125 3.87

Industrial Goods & Services 14.51% (12.94%)

Morgan Advanced Materials 167,609 527,801 4.17

Senior 266,962 552,611 4.36

Smiths Group 20,000 325,200 2.57

Travis Perkins 29,100 432,426 3.41

1,838,038 14.51

Automobiles & Parts 4.45% (4.67%)

GKN 158,000 563,744 4.45

Food & Beverage 8.53% (9.86%)

Diageo 23,900 546,474 4.31

Hilton Food Group 80,000 533,600 4.22

1,080,074 8.53

Personal & Household Goods 7.35% (7.20%)

Bellway 18,000 485,280 3.83

Bovis Homes Group 50,000 445,750 3.52

931,030 7.35

Health Care 7.15% (0.00%)

Consort Medical 42,000 422,940 3.34

GlaxoSmithKline 29,000 482,270 3.81

905,210 7.15

Travel & Leisure 8.10% (7.17%)

Firstgroup 440,000 573,760 4.53

Restaurant Group 135,000 451,575 3.57

1,025,335 8.10

Banks 4.08% (4.36%)

Lloyds Banking Group 790,000 517,292 4.08

Insurance 7.51% (8.30%)

Legal & General Group 200,000 490,200 3.87

Standard Life 130,000 461,240 3.64

951,440 7.51

Financial Services 3.85% (3.93%)

Jupiter Fund Management 110,000 488,180 3.85

Retail 0.00% (3.64%) -                -                
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Portfolio statement (continued)

as at 5 April 2017

Nominal Market % of total

value or value net assets

Investment holding £

Equities - United Kingdom (continued)

Technology 14.26% (5.74%)

Imagination Technologies Group 205,000 208,075 1.65

Sage Group 76,654 485,603 3.83

Servelec Group 185,000 477,300 3.77

Spirent Communications 521,000 634,317 5.01

1,805,295 14.26

Media 4.03% (7.97%)

Sky 52,500 510,300 4.03

Construction & Materials 3.95% (4.76%)

Keller Group 55,000 499,675 3.95

Total equities - United Kingdom 12,112,198 95.64

Portfolio of investments 12,112,198 95.64

Other net assets 552,465 4.36

Total net assets 12,664,663 100.00

The comparative figures in brackets are as at 5 April 2016.

The Industry Classification Benchmark (ICB) is a joint product of FTSE International Limited and Dow Jones &

Company, Inc. and has been licensed for use. "FTSE" is a trade and service mark of London Stock Exchange and the

Financial Times Limited. "Dow Jones" and "DJ" are trade and service marks of Dow Jones & Company Inc. FTSE and

Dow Jones do not accept any liability to any person for any loss or damage arising out of any error omission in the

ICB.

United Kingdom equities are grouped in accordance with the Industry Classification Benchmark.

All investments are listed on recognised stock exchanges and are approved securities within the meaning of the

FCA rules unless otherwise stated.
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Risk and reward profile

1 2 3 4 5 6 7

There have been no changes to the risk and reward indicator in the year.

Where investments are made in smaller company shares, these may be riskier as they can be more difficult to buy and

sell. Their share prices may also move up and down more than larger companies.

The price of the Fund and any income from it can go down as well as up and is not guaranteed. Investors may not get

back the amount invested. Past performance is not a guide to the future.

The risk and reward indicator table demonstrates where the Fund ranks in terms of its potential risk and reward. The

higher the rank the greater the potential reward but the greater the risk of losing money. It is based on past data, may

change over time and may not be a reliable indication of the future risk profile of the Fund. The shaded area in the

table below shows the Fund's ranking on the risk and reward indicator.

Typically lower rewards, 

lower risk

Typically higher rewards, 

higher risk

The Fund is in a higher category because the price of its investments have risen or fallen frequently and more

dramatically than some other types of investment. The category shown is not guaranteed to remain unchanged and

may shift over time. Even the lowest category does not mean a risk-free investment.

The Fund is entitled to use derivative instruments for efficient portfolio management. Derivatives may not achieve

their intended purpose. Their prices may move up or down significantly over relatively short periods of time which may

result in losses greater than the amount paid. This could adversely impact the value of the Fund.

For full details on risk factors for the Fund, please refer to the Prospectus.

The organisation from which the Fund buys a derivative may fail to carry out its obligations, which could also cause

losses to the Fund.

The price of natural resources may be subject to sudden, unexpected and substantial fluctuations. This may lead to

significant declines in the values of any companies developing these resources in which the Fund invests and

significantly impact investment performance.

The Fund may hold a limited number of investments. If one of these investments falls in value this can have a greater

impact on the Fund’s value than if it held a larger number of investments.

For further information please refer to the Key Investor Information Document ("KIID").
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Comparative table

2017 2016 2015

p p p

Change in net assets per unit

  Opening net asset value per unit 194.54 201.85 205.23

  Return before operating charges 14.66 (1.92) 1.61

  Operating charges (1.43) (1.34) (1.23)

  Return after operating charges * 13.23 (3.26) 0.38

  Distributions^ (5.05) (4.05) (3.76)

  Closing net asset value per unit 202.72 194.54 201.85

  * after direct transaction costs of: 0.60 0.57 0.58

Performance

  Return after charges 6.80%  (1.62%) 0.19%

Other information

  Closing net asset value (£) 12,664,663 17,660,769 19,235,289

  Closing number of units 6,247,363 9,078,250 9,529,392

  Operating charges 0.71% 0.63% 0.61%

  Direct transaction costs 0.30% 0.27% 0.29%

Prices

  Highest offer unit price 223.1 236.5 220.1

  Lowest bid unit price 175.9 183.4 180.1

^ rounded to 2 decimal places.

The following disclosures give a unitholder an indication of the performance of a unit in the Fund. It also discloses the

operating charges and direct transaction costs applied to each unit. Operating charges are those charges incurred in

operating the Fund and direct transaction costs are costs incurred when purchasing or selling securities in the portfolio

of investments.

Income

Investments carry risk. Past performance is not a guide to future performance. Investors may not get back the amount

invested.

Income units were launched at 100.0p on 16 November 2004.
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Ongoing charges figure

05.04.17 05.04.16

Annual management charge 0.58% 0.54%

0.13% 0.09%

Ongoing charges figure 0.71% 0.63%

Please note the ongoing charges figure is indicative of the charges which the Fund may incur in a year as it is

calculated on historical data.

The ongoing charges figure provides investors with a clearer picture of the total annual costs in running a collective

investment scheme. The ongoing charges figure consists principally of the Manager's periodic charge and the

Investment Adviser's fee which are included in the annual management charge, but also includes the costs for other

services paid.

Other expenses
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Financial statements - The Skye Trust 

Statement of total return

for the year ended 5 April 2017

Notes

£ £ £ £

Income:

   Net capital gains / (losses) 2 497,690 (690,075)

   Revenue 3 442,023 502,314

Expenses 4 (92,161) (122,418)

Net revenue before taxation 349,862 379,896

Taxation 5 -               -              

Net revenue after taxation 349,862 379,896

Total return before distributions 847,552 (310,179)

Distributions 6 (349,876) (379,967)

Change in net assets attributable to unitholders

   from investment activities 497,676 (690,146)

Statement of change in net assets attributable to unitholders

for the year ended 5 April 2017

£ £ £ £

Opening net assets attributable to unitholders 17,660,769 19,235,289

Amounts receivable on issue of units 72,162 29,523

Amounts payable on cancellation of units (5,565,944) (913,897)

(5,493,782) (884,374)

Change in net assets attributable to unitholders

   from investment activities 497,676 (690,146)

Closing net assets attributable to unitholders 12,664,663 17,660,769

2017 2016

2017 2016
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Balance sheet 

as at 5 April 2017

Notes 2017 2016

£ £

Assets:

Fixed assets:

  Investments 12,112,198 15,735,256

Current assets:

  Debtors 7 82,319 95,655

  Cash and bank balances 8 585,064 2,003,603

Total assets 12,779,581 17,834,514

Liabilities:

Creditors:

  Distribution payable 6 (106,080) (165,587)

  Other creditors 9 (8,838) (8,158)

Total liabilities (114,918) (173,745)

Net assets attributable to unitholders 12,664,663 17,660,769
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Notes to the financial statements

for the year ended 5 April 2017

1. Accounting policies

2. Net capital gains / (losses) 2017 2016

£ £

Non-derivative securities - realised (losses) / gains (175,159) 2,908,114 

Non-derivative securities - movement in unrealised gains / (losses) 674,062 (3,594,961)

Transaction charges (1,213) (3,228)

Total net capital gains / (losses) 497,690 (690,075)

3. Revenue 2017 2016

£ £

Franked revenue 438,542 493,096 

Interest on debt securities 574 -               

Bank and deposit interest 2,907 9,218            

Total revenue 442,023 502,314 

4. Expenses 2017 2016

£ £

Payable to the Manager and associates

  Annual management charge 130,631         195,351 

  Annual management charge rebate (54,255) (87,987)

76,376 107,364 

Payable to the Trustee

  Trustee fees 8,982 9,018 

Other expenses:  

  Audit fee 5,940 5,400 

  Safe custody fees 509 539 

  Bank interest 289 -               

  FCA fee 65 97 

6,803 6,036 

  

Total expenses 92,161 122,418 

5. Taxation 2017 2016

£ £

a. Analysis of the tax charge for the year

Total taxation (note 5b) -                    -               

The accounting policies are disclosed on pages 6 to 7.

Unrealised gains/(losses) are disclosed as the movement in unrealised gains/(losses) on investments between the

prior year and the current year. Where realised gains/(losses) on investments include unrealised gains/(losses)

arising in previous periods, a corresponding gain/(loss) is included in unrealised gains/(losses).
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Notes to the financial statements (continued)

for the year ended 5 April 2017

5. Taxation (continued)

b. Factors affecting the tax charge for the year

2017 2016

£ £

Net revenue before taxation 349,862 379,896 

Corporation tax @ 20% 69,972 75,979 

Effects of:

Franked revenue (87,708) (98,619)

Excess management expenses 17,736 22,640

Total taxation (note 5a) -                    -               

c. Provision for deferred taxation

6. Distributions

2017 2016

£ £

Interim income distribution 210,051 210,530

Final income distribution 106,080 165,587

316,131 376,117

Equalisation:

Amounts deducted on cancellation of units 34,013 3,955

Amounts added on issue of units (268) (105)

Total net distributions 349,876 379,967

Reconciliation between net revenue and distributions: 2017 2016

£ £

Net revenue after taxation per Statement of total return 349,862 379,896 

Undistributed revenue brought forward 16 87 

Undistributed revenue carried forward (2) (16)

Distributions 349,876 379,967 

Details of the distribution per unit are disclosed in the Distribution table.

At the year end, a deferred tax asset has not been recognised in respect of timing differences relating to excess

management expenses as there is insufficient evidence that the asset will be recovered. The amount of asset not

recognised is £181,654 (2016: £163,918).

The tax assessed for the year is lower (2016: lower) than the standard rate of UK corporation tax for an authorised

collective investment scheme of 20% (2016: 20%). The differences are explained below:

The distributions take account of revenue added on the issue of units and revenue deducted on the cancellation

of units, and comprise:
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Notes to the financial statements (continued)

for the year ended 5 April 2017

7. Debtors 2017 2016

£ £

Amounts receivable on issue of units 428                -               

Accrued revenue 76,770 88,930 

77,198           88,930          

Payable from the Manager and associates

  Management charge rebate 5,121             6,725            

Total debtors 82,319 95,655 

8. Cash and bank balances 2017 2016

£ £

Bank balances 132,264 173,932 

Cash on deposit 452,800 1,829,671 

Total cash and bank balances 585,064 2,003,603 

9. Other creditors 2017 2016

£ £

Accrued expenses:

Payable to the Manager and associates

  Annual management charge 1,790 2,471 

Other expenses:  

  Trustee fees 123 123 

  Safe custody fees 522 140 

  Audit fee 5,940 5,400 

  FCA fee 1 1 

  Transaction charges 462 23 

7,048 5,687 

Total other creditors 8,838 8,158 

10. Commitments and contingent liabilities

At the balance sheet date there are no commitments or contingent liabilities. 
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Notes to the financial statements (continued)

for the year ended 5 April 2017

11. Unit classes

Income

Opening units in issue 9,078,250 

Total units issued in the year 37,795 

Total units cancelled in the year (2,868,682)

Closing units in issue 6,247,363 

12. Related party transactions 

  

Parties with an interest in excess of 20% of the Fund are as follows:

2017 2016

The Corporation of Lloyds 38.10% 26.22%

Rensburg Client Nominees 43.22% 61.49%

13. Events after the balance sheet date

Subsequent to the year end, the net asset value per income unit has increased from 202.7p to xxxp as at xxx

2017. This movement takes into account routine transactions but also reflects the market movements of recent

months.

Smith & Williamson Fund Administration Limited, as Manager is a related party due to its ability to act in respect

of the operations of the Fund. 

A unitholder with a holding in excess of 20% of the value of the Fund may be able to exercise significant influence

over the financial and operating policies of the Fund with reference to unitholders' voting rights at general

meetings and as such are deemed to be related parties.

The Fund currently has one unit class; Income units.

The Manager acts as principal in respect of all transactions of units in the Fund. The aggregate monies received

and paid through the creation and cancellation of units are disclosed in the Statement of change in net assets

attributable to unitholders.

Amounts payable to the Manager and its associates are disclosed in note 4. The amount due from/to the Manager

and its associates at the balance sheet date is disclosed in notes 7 and 9.

The following reflects the change in units in issue in the year:

The current annual management charge is 1%, expressed as an annual percentage of the property of the Fund on a

mid-market valuation basis. The Investment Adviser's fee of 0.4% per annum and the Manager's periodic charge of

0.15% per annum, subject to a minimum of £25,000 are included in the annual management charge. Any residual

balance after payment to the Investment Adviser and the Manager is rebated to the Fund.

Further information in respect of the return per unit is disclosed in the Comparative table.
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Notes to the financial statements (continued)

for the year ended 5 April 2017

14. Transaction costs

a Direct transaction costs

2017

% of 

purchases 

by asset 

class 2016

% of 

purchases 

by asset 

class

Purchases: £ £

Equities - purchases before transaction costs 2,919,722 5,116,989 

  Commission 7,836 0.27% 13,164 0.26%

  Taxes 14,651 0.50% 22,168 0.43%

Total direct transaction costs - equities 22,487 0.76% 35,332 0.69%

Equities - purchases after direct transaction costs 2,942,209 5,152,321 

Bonds - purchases* 2,028,800 -              

Total purchases after direct transaction costs 4,971,009 5,152,321 

2017

% of sales 

by asset 

class 2016

% of sales 

by asset 

class

Sales: £ £

Equities - sales before transaction costs 7,082,199 5,787,063 

  Commission (16,550) 0.23% (18,526) 0.32%

  Taxes (52) 0.00% (58) 0.00%

  Financial transaction tax (1) 0.00% -              -         

Total direct transaction costs - equities (16,603) 0.23% (18,584) 0.32%

Equities - sales after direct transaction costs 7,065,596 5,768,479 

Bonds - sales* 2,023,600 -              

Total sales after direct transaction costs 9,089,196 5,768,479 

Capital events^ -             1,033,605 

 ^ The total sales exclude the capital events as there were no direct transaction costs charged in these transactions.

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers; levies by

regulatory agencies and security exchanges; and transfer taxes and duties.  

Commission is a charge which is deducted from the proceeds of the sale of securities and added to the cost of the

purchase of securities. This charge is a payment to agents, advisers, brokers and dealers in respect of their services

in executing the trades.

Tax is payable on the purchase of securities in the United Kingdom. It may be the case that 'other taxes' will be

charged on the purchase of securities in countries other than the United Kingdom.

The total purchases and sales and the related direct transaction costs incurred in these transactions are as follows: 

* No direct transaction costs were incurred in these transactions.

* No direct transaction costs were incurred in these transactions.
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Notes to the financial statements (continued)

for the year ended 5 April 2017

14. Transaction costs

a Direct transaction costs

Summary of direct transaction costs 

2017

% of 

average 

net asset 

value 2016

% of 

average 

net asset 

value

£ £

Commission 24,386 0.19% 31,690 0.16%

Taxes 14,703 0.11% 22,226 0.11%

Financial transaction tax 1 0.00% -              -         

b Average portfolio dealing spread

The average portfolio dealing spread of the investments at the balance sheet date was 0.20% (2016: 0.20%).

The following represents the total of each type of transaction cost, expressed as a percentage of the Fund's average

net asset value in the year:

The average dealing spread is calculated as the difference between the bid and offer value of the portfolio as a

percentage of the offer value.
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Notes to the financial statements (continued)
for the year ended 5 April 2017

15.

a Market risk

(i) Other price risk

(ii)

(iii)

Interest rate risk is the risk that the value of the Fund's investments will fluctuate as a result of interest rate

changes.

In the event of change in interest rates, there would be no material impact upon the assets of the Fund.

The Fund would not in normal market conditions hold significant cash balances and would have limited borrowing

capabilities as stipulated in the COLL rules.

During the year the Fund's direct exposure to interest rates consisted of cash and bank balances.

The amount of revenue receivable from bank balances or payable on bank overdrafts will be affected by

fluctuations in interest rates.

There is no exposure to interest bearing securities at the balance sheet date.

Adhering to investment guidelines and avoiding excessive exposure to one particular issuer can limit stock specific

risk. Subject to compliance with the investment objective of the Fund, spreading exposure in the portfolio of

investments both globally and across sectors or geography can mitigate market risk.

At 5 April 2017, if the price of the investments held by the Fund increased or decreased by 5%, with all other

variables remaining constant, then the net assets attributable to the unitholders would increase or decrease by

approximately £605,610 (2016: £786,763).

Risk management policies

In pursuing the Fund's investment objective, as set out in the Prospectus, the following are accepted by the

Manager as being the main risks from the Fund's holding of financial instruments, either directly or indirectly

through its underlying holdings. These are presented with the Manager's policy for managing these risks. To ensure

these risks are consistently and effectively managed these are continually reviewed by the risk committee, a body

appointed by the Manager, which sets the risk appetite and ensures continued compliance with the management

of all known risks.

Market risk is the risk that the value of the Fund’s financial instruments will fluctuate as a result of changes in

market prices and comprise three elements; other price risk, currency risk, and interest rate risk.

The Fund's exposure to price risk comprises mainly of movements in the value of investment positions in the face

of price movements.

This risk is generally regarded as consisting of two elements; stock specific risk and market risk. Through these

two factors, the Fund is exposed to price fluctuations, which are monitored by the Manager in pursuance of the

investment objective and policy. 

The main element of the portfolio of investments which is exposed to this risk is equities which are disclosed in

the Portfolio statement.

Interest rate risk 

Currency risk

Currency risk is the risk that the value of investments or future cash flows will fluctuate as a result of exchange

rate movements. Investment in overseas securities or holdings of foreign currency cash will provide direct

exposure to currency risk as a consequence of the movement in foreign exchange rates against sterling. These

fluctuations can also affect the profitability of some UK companies, and thus their market prices, as sterling’s

relative strength or weakness can affect export prospects, the value of overseas earnings in sterling terms, and

the prices of imports sold in the UK.

Forward currency contracts may be used to manage the portfolio exposure to currency movements.

The Fund had no significant exposure to foreign currency in the year.
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Notes to the financial statements (continued)
for the year ended 5 April 2017

15.

b Credit risk

c Liquidity risk

All of the financial liabilities are payable on demand. In the case of forward foreign currency contracts these are

payable in less than one year.

The Trustee has appointed the custodian to provide custody services for the assets of the Fund. There is a

counterparty risk that the custodian could cease to be in a position to provide custody services to the Fund. The

Fund's investments (excluding cash) are ring fenced hence the risk is considered to be negligible.

The Fund holds cash and cash deposits with financial institutions which potentially exposes the Fund to

counterparty risk. The credit rating of the financial institution is taken into account so as to minimise the risk to

the Fund of default.

A significant risk is the cancellation of units which investors may wish to sell and that securities may have to be

sold in order to fund such cancellations if insufficient cash is held at the bank to meet this obligation. If there

were significant requests for the redemption of units at a time when a large proportion of the portfolio of

investments were not easily tradable due to market volumes or market conditions, the ability to fund those

redemptions would be impaired and it might be necessary to suspend dealings in units in the Fund.

Investments in smaller companies at times may prove illiquid, as by their nature they tend to have relatively

modest traded share capital. Shifts in investor sentiment, or the announcement of new price sensitive

information, can provoke significant movement in share prices, and make dealing in any quantity difficult.

Risk management policies (continued)

This is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to

discharge an obligation. This includes counterparty risk and issuer risk.

The Fund may also invest in securities that are not listed or traded on any stock exchange. In such situations the

Fund may not be able to immediately sell such securities.

In addition liquidity is subject to stress testing on an annual basis to assess the ability of the Fund to meet large

redemptions (50% of the net asset value and 80% of the net asset value), while still being able to adhere to its

objective guidelines and the FCA investment borrowing regulations.

To reduce liquidity risk the Manager will ensure, in line with the limits stipulated within the COLL rules, a

substantial portion of the Fund's assets consist of readily realisable securities. This is monitored on a monthly

basis and reported to the Risk Committee together with historical outflows of the Fund.
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Notes to the financial statements (continued)
for the year ended 5 April 2017

15.

d

Investment 

assets

Investment 

liabilities

2017 2017

£ £

12,112,198 -                   

-                -                   

-                -                   

12,112,198 -                   

Investment 

assets

Investment 

liabilities

2016 2016

£ £

15,735,256 -                   

-                -                   

-                -                   

15,735,256 -                   

e

f Derivatives 

To ensure this, the fair value pricing committee is a body appointed by the Manager to analyse, review and vote

on price adjustments/maintenance where no current secondary market exists and/or where there are potential

liquidity issues that would affect the disposal of an asset. In addition, the committee may also consider

adjustments to the Fund's price should the constituent investments be exposed to closed markets during general

market volatility or instability.

No securities in the portfolio of investments are valued using valuation techniques.

Fair value of financial assets and financial liabilities

During the year there were no derivative transactions.

There are no assets held in the portfolio of investments which are subject to special arrangements arising from

their illiquid nature.

Assets subject to special arrangements arising from their illiquid nature

The Fund may employ derivatives with the aim of reducing the Fund's risk profile, reducing costs or generating

additional capital or revenue, in accordance with efficient portfolio management.

The Manager monitors that any exposure is covered globally to ensure adequate cover is available to meet the

Fund's total exposure, taking into account the value of the underlying investments, any reasonably foreseeable

market movement, counterparty risk, and the time available to liquidate any positions.

For certain derivative transactions cash margins may be required to be paid to the brokers with whom the trades

were executed and settled. These balances are subject to daily reconciliations and are held by the broker in

segregated cash accounts that are afforded client money protection.

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

sheet, and their fair value.

Valuation technique

Quoted prices in active markets

Inputs other than quoted prices that are observable

Inputs are unobservable and market data is unavailable

Risk management policies (continued)

Valuation technique

Quoted prices in active markets

Inputs other than quoted prices that are observable

Inputs are unobservable and market data is unavailable
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Notes to the financial statements (continued)
for the year ended 5 April 2017

15.

f

(i) Counterparties

(ii) Leverage

(iii) Global exposure

There have been no collateral arrangements in the year.

At the balance sheet date there is no global exposure to derivatives.

Global exposure is a measure designed to limit the leverage generated by a Fund through the use of financial

derivative instruments, including derivatives with embedded assets.

There have been no leveraging arrangements in the year.

Transactions in securities give rise to exposure to the risk that the counterparties may not be able to fulfil their

responsibility by completing their side of the transaction. This risk is mitigated by the Fund using a range of

brokers for security transactions, thereby diversifying the risk of exposure to any one broker. In addition the Fund

will only transact with brokers who are subject to frequent reviews with whom transaction limits are set.

The Fund may transact in derivative contracts which potentially exposes the Fund to counterparty risk from the

counterparty not settling their side of the contract. Transactions involving derivatives are entered into only with

investment banks and brokers with appropriate and approved credit rating, which are regularly monitored.

Forward currency transactions are only undertaken with the custodians appointed by the Trustee.

At the balance sheet date, there are no securities in the portfolio of investments subject to a repurchase

agreement.

Risk management policies (continued)

Derivatives (continued)
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Distribution table 

for the year ended 5 April 2017

Distributions on income units in pence per unit

Payment Unit Distribution Net Equalisation Distribution Distribution

date type type revenue current year prior year

05.12.16 group 1 interim 3.352 - 3.352 2.227

05.12.16 group 2 interim 0.532 2.820 3.352 2.227

05.06.17 group 1 final 1.698 - 1.698 1.824

05.06.17 group 2 final 1.400 0.298 1.698 1.824

Equalisation

Interim distribution:

Group 1 Units purchased before 6 April 2016

Group 2 Units purchased 6 April 2016 to 5 October 2016

Final distribution:

Group 1 Units purchased before 6 October 2016

Group 2 Units purchased 6 October 2016 to 5 April 2017

Equalisation applies only to group 2 units. It is the average amount of revenue included in the purchase price of group 2

units and is refunded to holders of these units as a return of capital. Being capital it is not liable to income tax in the

hands of the unitholder but must be deducted from the cost of units for capital gains tax purposes.
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Further information

Distributions and reporting dates

final

6 October interim

annual

interim

Buying and selling units

Management charges

Capital Gains Tax

5 October

Where net revenue is available it will be distributed semi-annually on the 5 June (final) and 5 December (interim). In the

event of a distribution, unitholders will receive a tax voucher.

XD dates: 6 April

Reporting dates: 5 April

Any references in this report to other investments held within the Fund should not be read as a recommendation to the

investor to buy or sell, but are included as illustrations only. This is not an offer nor a solicitation to buy or sell any

investment referred to in this document. The issuer and its affiliates and/or their officers, directors and employees may

own or have positions in any investment mentioned herein or any investment related thereto and from time to time may

add to or dispose of any such investment. The contents of this document are based upon sources of information believed

to be reliable but no guarantee, warranty or representation, express or implied, is given to their accuracy or

completeness.

The property of the Fund is valued at 12 noon each Friday, or if this is not a business day, the business day in London

prior to this date, except during a week which includes the last business day of the month when the valuation will be on

that day, with the exception of any bank holiday in England and Wales or the last business day prior to those days

annually, where the valuation may be carried out at a time agreed in advance between the Manager and the Trustee;

and prices of units are calculated as at that time. Unit dealing is on a forward basis i.e. investors can buy and sell units

at the next valuation point following receipt of the order.

The minimum initial investment in the Fund is £50,000. The minimum subsequent investment is £5,000. The Manager

reserves the right to terminate holdings where the value is less than £50,000. The Manager may exceptionally, at its

discretion, waive such values from time to time.

Prices of units and the estimated yield of the Fund are published on the following website: www.fundlistings.com or

may be obtained by calling 0141 222 1151.

The annual management charge to the Fund is 1%, expressed as an annual percentage of the net asset value of the Fund

on a mid-market valuation basis. The Investment Adviser's fee of 0.4% per annum and the Manager's periodic charge of

0.15% per annum, subject to a minimum of £25,000 are included in the annual management charge. Any residual balance

after payment to the Investment Adviser and the Manager is rebated to the Fund.

Authorised collective investment schemes, such as the Fund are exempt from capital gains tax.

You may be liable to capital gains tax when you sell all or some of your units if your total gains in the relevant tax year

exceed the annual exemption. For the tax year 2016/2017, the first £11,100 of any gains is exempt for UK individuals

and certain companies.

If investors are in any doubt as to their taxation position they should consult their professional adviser. Levels and bases

of, and reliefs from, taxation are subject to change in the future.

A preliminary charge of 5% of the value of each unit issued is included in the sale price.
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Appointments

Manager and Registered office

Smith & Williamson Fund Administration Limited

25 Moorgate

London EC2R 6AY

Telephone:  020 7131 4000 

Authorised and regulated by the Financial Conduct Authority

Administrator and Registrar

Smith & Williamson Fund Administration Limited

206 St. Vincent Street

Glasgow G2 5SG

Telephone:    0141 222 1151 (Registration)

   0141 222 1150 (Dealing)

Authorised and regulated by the Financial Conduct Authority

Directors of the Manager

David Cobb

Giles Murphy

James Gordon

Jocelyn Dalrymple

Kevin Stopps

Paul Wyse

Peter Maher

Susan Shaw

Grant Hotson - appointed 22 August 2016

Tas Quayum - appointed 22 August 2016

Jeremy Boadle - resigned 31 October 2016

Brian McLean - appointed 17 February 2017

Investment Adviser

EH1 2AS

Trustee

National Westminster Bank Plc

Trustee and Depositary Services

Younger Building

1st Floor

3 Redheughs Avenue

Edinburgh EH12 9RH

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 

  Prudential Regulation Authority

Auditor

KPMG LLP

Saltire Court

20 Castle Terrace  

Edinburgh EH1 2EG

Revera Asset Management Limited

8A Rutland Square

Edinburgh
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