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S&W Revera Fund

Report of the Authorised Corporate Director ("the ACD")

Investment objective and policy

The Company has no Directors other than the ACD.

Smith & Williamson Fund Administration Limited as ACD, hereby presents the Annual Report for S&W Revera Fund for the

year ended 31 December 2017.

S&W Revera Fund (“the Company”) is an authorised open-ended investment company with variable capital (“ICVC”)

further to an authorisation order dated 12 August 2008. The Company is incorporated under registration number

IC000692. It is a UCITS scheme complying with the investment and borrowing powers rules in the Collective Investment

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

The Company has been set up as an umbrella company. Provision exists for an unlimited number of sub-funds to be

included within the umbrella and additional sub-funds may be established by the ACD with the agreement of the

Depositary and the approval of the FCA. The sub-funds represent segregated portfolios of assets and, accordingly, the

assets of a sub-fund belong exclusively to that sub-fund and shall not be used or made available to discharge (indirectly

or directly) the liabilities of claim against, any other person or body, and any other sub-fund and shall not be available

for any such purpose.

The ACD 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 Company consist predominantly of securities which are readily realisable and, accordingly,

the Company 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.

The shareholders are not liable for the debts of the Company.

The base currency of the Company is UK sterling.

The Instrument of Incorporation can be inspected at the offices of the ACD.

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

ACD.

The investment objective and policy of the sub-fund is disclosed in the Investment Manager's report on page 9.

Sub-funds

The Company currently has one sub-fund available for investment, S&W Revera UK Dynamic Fund ("the sub-fund").

29 March 2018

Changes affecting the Company in the year

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

In accordance with the requirements of the Financial Conduct Authority’s Collective Investment Schemes sourcebook, we

hereby certify the Annual Report on behalf of the ACD, Smith & Williamson Fund Administration Limited.

B. McLean

Director

Smith & Williamson Fund Administration Limited                                                        

Further information in relation to the Company is illustrated on page 36.
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Statement of the Authorised Corporate Director's responsibilities

-

-

-

-

-

-

-

-

-

assessing the Company's ability to continue as a going concern, disclosing, as applicable, matters related to going

concern;

using the going concern basis of accounting unless they either intend to liquidate the Company or to cease

operations, or have no realistic alternative but to do so;

The ACD is responsible for the management of the Company in accordance with the Instrument of Incorporation, the

Prospectus and COLL.

taking reasonable steps for the prevention and detection of fraud and irregularities.

such internal control as they determine is necessary to enable the preparation of financial statements that are free

from material misstatement, whether due to fraud or error; and

In preparing the financial statements the ACD is responsible for:

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

with the above requirements;

The Collective Investment Schemes sourcebook (“the COLL Rules”) published by the FCA, require the Authorised

Corporate Director ("ACD") to prepare financial statements for each annual accounting period which give a true and fair

view of the financial position of the Company and of the net revenue and net capital gains on the property of the

Company for the year.

selecting suitable accounting policies and then applying them consistently;

making judgements and estimates that are reasonable and prudent;

following UK accounting standards, including FRS 102 The Financial Reporting Standard applicable in the UK and

Republic of Ireland;

complying with the disclosure requirements of the Statement of Recommended Practice for UK Authorised Funds

published by The Investment Association in May 2014;

3



Depositary's responsibilities

-

-

-

-

-

-

(i)  

     

  

(ii)          

29 March 2018

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

accordance with the Regulations;

Report of the Depositary to the shareholders of S&W Revera Fund (‘the Company’)

The Depositary must ensure that the Company is managed in accordance with the Financial Conduct Authority’s

Collective Investment Schemes sourcebook, the Open-Ended Investment Companies Regulations 2001 (SI 2001/1228),

(the OEIC regulations), as amended, the Financial Services and Markets Act 2000, as amended, (together "the

Regulations"), the Company's Instrument of Incorporation and Prospectus (together "the Scheme documents") as detailed

below.

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

the Company and its investors.

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

the Company in accordance with the Regulations.

The Depositary must ensure that:

Trustee and Depositary Services

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

the value of shares of the Company are calculated in accordance with the Regulations;

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

limits;

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

the instructions of the Authorised Corporate Director ("the ACD") are carried out (unless they conflict with the

Regulations).

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

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

Having carried out such procedures as we considered necessary to discharge our responsibilities as Depositary of the

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

respects the Company, acting through the ACD:

has carried out the issue, sale, redemption and cancellation, and calculation of the price of the Company’s shares

and the application of the Company’s income in accordance with Regulations, and the Scheme documents of the

Company, and;

has observed the investment and borrowing powers and restrictions applicable to the Company.

National Westminster Bank Plc
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-

-

-

-

-

-

Other information

The Authorised Corporate Director (Smith & Williamson Fund Administration Limited) is responsible for the other

information presented in the Annual Report together with the financial statements. Our opinion on the financial

statements does not cover the other information and, accordingly, we do not express an audit opinion or, except as

explicitly stated below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial statements

audit work, the information therein is materially misstated or inconsistent with the financial statements or our audit

knowledge. Based solely on that work:

we have not identified material misstatements in the other information; and  

in our opinion the information given in Authorised Corporate Director’s Report is consistent with the financial

statements.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law.

Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the

Company in accordance with, UK ethical requirements including the FRC Ethical Standard.  

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

believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is

inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis

for a period of at least twelve months from the date of approval of the financial statements. We have nothing to report

in these respects. 

Independent Auditor’s report to the shareholders of S&W Revera Fund (‘the Company’)

We have audited the financial statements of the Company for the year ended 31 December 2017 which comprise the

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

Related Notes and Distribution Tables for the Company's sub-fund listed on page 32 and the accounting policies set out

on pages 7 to 8. 

In our opinion the financial statements:

give a true and fair view, in accordance with UK accounting standards, including FRS 102 The Financial Reporting

Standard applicable in the UK and Republic of Ireland, of the financial position of the Company's sub-fund as at 31

December 2017 and of the net revenue and the net capital gains on the property of the Company's sub-fund for the

year then ended; and

have been properly prepared in accordance with the Instrument of Incorporation, the Statement of Recommended

Practice relating to UK Authorised Funds, and the COLL Rules.

Opinion

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 Company have not been kept; or

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

Authorised Corporate Director's responsibilities 

As explained more fully in their statement set out on page 3, the Authorised Corporate Director is responsible for: the

preparation of financial statements that give a true and fair view; such internal control as they determine is necessary to

enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error;

assessing the Company and it's sub-fund's ability to continue as a going concern, disclosing, as applicable, matters

related to going concern; and using the going concern basis of accounting unless they either intend to liquidate the

Company or it's sub-fund or to cease operations, or have no realistic alternative but to do so.  
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Grant Archer

for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

Saltire Court

20 Castle Terrace

Edinburgh EH1 2EG

29 March 2018

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from

material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable

assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK) will

always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered

material if, individually or in aggregate, they could reasonably be expected to influence the economic decisions of users

taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at www.frc.org.uk/auditorsresponsibilities.

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

Investment Schemes sourcebook (‘the COLL Rules’) published by the Financial Conduct Authority under the Open-Ended

Investment Companies Regulations 2001. Our audit work has been undertaken so that we might state to the Company’s

shareholders 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 Company and the

Company's shareholders as a body, for our audit work, for this report, or for the opinions we have formed.  

The purpose of our audit work and to whom we owe our responsibilities

Auditor’s responsibilities 

Independent Auditor’s report to the shareholders of S&W Revera Fund (‘the Company’)

(continued)
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Accounting policies of S&W Revera Fund
for the year ended 31 December 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") published by The Investment Association in May 2014.

As described in the ACD's report, the ACD 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 29 December 2017, being the last

business day.

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 29 December 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 ACD'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 sub-fund is UK sterling which is taken to be the sub-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 sub-fund against revenue, other than those relating to the purchase and sale of

investments.

f Allocation of revenue and expenses to multiple share classes

All revenue and expenses which are directly attributable to a particular share class are allocated to that class. All

revenue and expenses which are attributable to the sub-fund are allocated to the sub-fund and are normally

allocated across the share classes pro rata to the net asset value of each class on a daily basis.
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Accounting policies of S&W Revera Fund (continued)
for the year ended 31 December 2017

g 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. 

Deferred taxation is provided in full on timing differences that result in an obligation at 31 December 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.

h 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.

i Dilution levy

The need to charge a dilution levy will depend on the volume of sales or redemptions. The ACD may charge a

discretionary dilution levy on the sale and redemption of shares if, in its opinion, the existing shareholders (for sales)

or remaining shareholders (for redemptions) might otherwise be adversely affected, and if charging a dilution levy is,

so far as practicable, fair to all shareholders and potential shareholders. Please refer to the Prospectus for further

information. 

j 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 accumulation shares are re-invested in the relevant class on behalf of the shareholders.

ii Revenue

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

iii Expenses

Expenses incurred against the revenue of the sub-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.

iv Equalisation

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

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

2 shares and is refunded to holders of these shares as a return of capital. Being capital it is not liable to income tax

in the hands of the shareholders but must be deducted from the cost of shares for capital gains tax purposes.

Equalisation per share is disclosed in the Distribution table.
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S&W Revera UK Dynamic Fund

Investment Manager's report

Investment objective and policy

Market review

Looking forward we believe the determining factor for the UK’s economic performance is the ability of its Brexit

negotiators to strike a deal on transitional arrangements to minimise any shocks from the UK’s separation from the EU. If

both sides are prepared to act rationally (which is not guaranteed) we believe there is scope for the UK’s growth to

accelerate as confidence improves and pent up business investment is approved.

The principal investment objective of S&W Revera UK Dynamic Fund is to achieve long term capital growth through

investment in fully listed and aim-quoted equities. Equities will be selected on the basis of their long term growth

potential and strength of underlying cash flows. The Investment Manager will retain the flexibility to invest in investment

grade fixed income securities when the outlook for equities is less positive.

The sub-fund may also invest in bonds, collective investment schemes, warrants, money market instruments, cash,

deposits and other permitted investments. It is the ACD’s intention that derivatives may be used only for hedging

purposes using efficient portfolio management style techniques. The sub-fund may not invest in any immovable property

or tangible movable property.

The sub-fund will be managed in a manner that maintains eligibility for the stocks and shares component of an individual

savings account.

In retrospect, many of 2017’s fears never materialised. The portfolio has a significant exposure to UK domestic earnings,

and the often predicted collapse in the UK economy following the European Union (EU) referendum was avoided. The

initial shock of Brexit has faded, to be replaced by more mundane day-to-day factors, such as wages and prices. The UK

economy is still reliant on a healthy consumer. The latter has undoubtedly found life tougher, with a combination of low

wage growth and an inflationary spike in prices, attributable mainly to sterling’s decline in the aftermath of the

referendum, eroding real spending power. However, with sterling staging a modest recovery, some of the pressure on

real incomes may be alleviated. The one wildcard is the agreement between The Organisation of the Petroleum Exporting

Countries (OPEC) and non-OPEC producers to extend production cuts through 2018, which has undoubtedly helped the

gentle - if persistent - rise in oil prices throughout 2017. Businesses are more attuned to the longer-term implications of

Brexit and, understandably given the lack of clarity on negotiations, investment has been - and is likely to remain -

subdued. Offsetting this, the pick-up in global growth, particularly in the eurozone, should be beneficial for the UK

economy.

In November, Bank of England (BoE) Governor, Mark Carney, made good on his threat of a 0.25% increase in the UK base

rate, returning it to the level prevailing prior to the cut made to support the economy in the period after the

referendum. In the absence of further inflationary pressures, it is unlikely this will mark the beginning of a sustained rate

hiking cycle. If anything, inflation should start to subside as the impact of sterling’s post Brexit depreciation washes

through. Further, to date, despite low levels of unemployment and perceived skill shortages, wage growth has remained

sluggish and non-inflationary. Should that change the BoE would clearly have to review its stance; but for the time being

any future increases would come “at a gradual pace and to a limited extent”.  

One of the fears alluded to above relate to the US Federal Reserve's (Fed) interest rate policy. Could the Fed continue to

raise interest rates in the second half of 2017 without destabilising bond markets? The answer – so far – is a qualified yes,

with the qualification relating to our belief that 2018 may prove to be a sterner test of investors’ resolve. Part of this

concern is reflected in the wide divergence of views amongst the Fed’s Board over the stubbornly low level of US

inflation and the timetable for future hikes. US gross domestic product (GDP) growth has been solid, if failing to hit the

much vaunted 4% level, and employment levels continue to rise. Like the UK, high levels of employment have yet to

feed through to wage inflation. The Fed remains mindful of the need to keep bond markets onside, and its message for

investors is suitably conciliatory; namely that the withdrawal of monetary policy stimulus will be managed extremely

carefully.   

The fragmentation of Europe at the hand of ultra-nationalist political parties proved something of a damp squib. The

explanation can probably be found in James Carville’s (who was Bill Clinton’s political strategist) frequently quoted

observation, “It’s the economy, stupid”. The eurozone recorded a consistently improving economic performance,

generally surpassing expectations. It has continued to see meaningful upgrades to its GDP forecasts and, in common with

most of the developed world, core inflation remains subdued. The European Central Bank (ECB) is likely to keep interest

rates on hold and investors were unruffled by President Mario Draghi’s confirmation of a tapering of the asset purchase

programme from January 2018, and to remain at that pace until September.
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S&W Revera UK Dynamic Fund

Investment Manager's report (continued)

Market review (continued)

The majority of portfolio investments produced earnings and cash generation at least in line with market expectations;

disappointments were company specific, rather than relating to a particular geography or sector.   

In the main, UK facing stocks produced positive earnings outturns. Marshalls, which supplies stone and concrete products

to the construction and home improvement markets, saw its first half sales increase by 8%, aided by a sharp increase in

sales through the domestic residential market. Operating profit grew by 15% and the interim dividend increased by 17%.

It is ideally placed to capitalise on a strong market position in growing end markets, its operational gearing and a robust

capital position. Housebuilder Bellway’s results were largely in line with expectations, slightly beating margin and

volume guidance and accompanied by another upgrade to earnings expectations. Even after Bellway’s strong performance

to date, we believe that its valuation can be justified by its financial returns and growth prospects, which we believe are

strong enough to outweigh threats in the form of higher interest rates and any reduced political commitment to the Help

to Buy shared equity scheme. 

Hilton Food Group continues to trade well. There are a number of opportunities to grow its business over the coming

decade, ranging from projects that are in construction phase now, through earlier stage discussions over new territories,

to acquisitions to take its operations into alternative food types. The company has more than £30m of net cash.

We have probably passed the point of maximum risk – poaching of investment talent; customers nervous over changes in

management or process – following the merger of Standard Life and Aberdeen Asset Management. In the short term, it

has £200m of self-help gains to underpin what is a geared play on financial markets and the dependence on key

investment strategy GARS (Global Absolute Return Strategies Fund) delivering has been much reduced. The combined

entity looks well positioned to benefit in the structurally growing UK pensions market, both in the retail platform market

and workplace pensions market, and is more diversified with minimal overlap in terms of product and clients. Legal &

General Group’s most recent trading statement highlighted a record year. The business remains well capitalised and able

to continue its dividend pay-out strategy from a position of considerable operational and financial strength. This followed

the sale of its closed, mature savings business (it had become increasingly marginal) to Swiss Re for £650m in cash.

The highlights of Lloyds Banking Group’s third quarter announcement were: a lower than anticipated level of

impairments, underscoring its asset resilience; the strength of its Tier 1 capital position and; the extent to which it is

positively geared to higher interest rates. There was some disappointment over additional PPI provisions but these have

only a finite amount of time remaining. Although we have concerns over automotive finance, this is more than

adequately compensated by its mortgage market exposure, where lending capacity depends on sourcing cost effective

deposits and capital retention – on both counts Lloyds Banking Group is the market leader. 

Morgan Advanced Materials grew its revenues and earnings by approximately 10%. New management is quietly putting the

building blocks in place to deliver a step change in Morgan Advanced Materials return profile. These include building on

its existing strengths of leading technology and material science and application engineering know-how, allied to strong

market positions and a customer base which values Morgan Advanced Materials technical differentiation. We believe

Morgan Advanced Materials current rating fails to recognise this potential. GKN released an unscheduled, negative

trading statement following the receipt of two unexpected potential customer claims within the space of 24 hours.

Management assessed the combined value of the claims at £40m. Whilst this news was unwelcome, we do not believe

that there has been any deterioration in the underlying trading performance. Post the year-end Melrose Industries tabled

a cash-and-share offer for GKN, valuing it at approximately 430p. Smiths Group’s finals were aided by weaker sterling,

and its underlying revenues were essentially flat. However, management delivered operational efficiencies and released

cash from working capital – cash conversion was a notably strong feature of the results. Looking into next year, we

believe the Industrial divisions are likely to trade well, with more of a question mark over whether the medical division

can return to revenue growth. If management can deliver a return to sustainable revenue growth group-wide, the shares

offer the prospect of material upside.

* Source: Individual company releases

Earnings and valuations have been the overarching stock market themes, with investors seemingly willing to pay - to our

eyes at least - extended valuations for earnings security. To date this approach has been vindicated with earnings

disappointments translating into savage share price falls. However, we remain concerned given the likely trends in

central bank policy (particularly if the Fed continues to push through rate increases) that we may be close to any

inflexion point, where investors will be more conscious of valuation risk. With portfolio cash currently at 10%, we are

evaluating several new ideas, a process which has been sparked by a number of subdued trading updates in December,

and the subsequent overreaction in share prices. That said, our base case is for markets to be range bound, and given the

starting level of equity valuations we will maintain our disciplined and pragmatic approach to setting entry prices.

Investment review *
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S&W Revera UK Dynamic Fund

Investment Manager's report (continued)

Investment risks

Whilst the outlook for 2018 global growth appears benign, we believe the tail risks have significantly increased. 

Firstly, US tax cuts appear more politically inspired than borne out of economic necessity. Importantly, there could be

detrimental longer term consequences – significantly increasing public debt without boosting long term potential growth,

and hence future tax revenues, may prove short-sighted in an era of higher interest rates. Further, the authorities now

have less wiggle room for fiscal stimulus should economic conditions warrant it. 

Secondly, classic economic theory would suggest that wage growth in the US and UK should be significantly stronger given

the prevailing levels of unemployment in both economies (levels which exceed most forecasters’ estimates of the natural

rate of unemployment). Thus far, the Phillips curve describing the link between falling unemployment and accelerating

wages/prices appears to have broken down. A variety of reasons have been advanced – the impact of globalisation,

workers with too much to lose, less unionisation – to explain why this traditional relationship does not appear to be

holding up. The labour market holds much of the key to the future trajectory of interest rate increases and the risk is

that wage/price inflation may finally take hold, given employment levels. Further, the risks of a cyclically inspired

inflationary burst in 2018 have increased given the globally synchronised nature of the expansion, additional fiscal

stimulus, recent rises in commodity prices and very accommodative monetary conditions. Should this happen it will

compel both the Fed and BoE to revisit their interest rate policies. 

We added aerospace business, Cobham, to the portfolio. It is in the early stages of a turnaround programme under a well-

regarded management team. We recognise recovery will not be instantaneous, and expect 2018 to be a clearer

barometer of progress. Cobham’s portfolio comprises a number of high quality businesses, with differentiated

technologies and leading positions in attractive end markets. These should provide good medium term opportunities.  

The Royal Dutch Shell 'B' Capital Markets Day contained an important announcement, namely the intention to remove the

scrip dividend, a move which we believe is indicative of management’s confidence in the strength of its underlying cash

flow. We believe this should address investor concerns over the sustainability of Royal Dutch Shell 'B''s dividend. 

Operationally, FirstGroup's interim results were in line with market expectations, despite its First Transit business being

impacted by the recent US hurricanes. We would characterise this as a one-off. However, we believe that the magnitude

of FirstGroup's free cash generation is of more importance and, by extension, the extent to which it is deleveraging.

Although the current trading environment has some challenges, these are manageable, and hence we continue to believe

the current valuation masks the extent of the progress on profitability and cash generation.

Disney has announced that, subject to regulatory clearance, it has agreed to acquire the majority of the assets owned by

21st Century Fox including its stake in Sky. This deal would make Disney Sky’s largest shareholder (39% stake). 21st

Century Fox intends to complete its current offer for Sky – the prospect of Disney as the ultimate parent may help

assuage some of the concerns of the UK culture secretary, and make his department less inclined to block the deal.

* Source: Individual company releases

Investment activity

Sage Group's results were predictably good, accompanied by another year of strong cash conversion. However, looking

ahead, by its own description, Sage Group has completed its transition phase. Management believes that the business is

now entering a growth and margin acceleration phase, particularly following the acquisition of Intacct, a provider of

cloud based financial management solutions in North America. We believe that, if Sage Group can demonstrate success in

selling its cloud products, it could experience a meaningful re-rating given the prices investors are prepared to pay for

pure cloud companies; most of which lack Sage Group's solid core revenue foundations.

Investment review (continued) *

We made two sales, Bovis Homes Group and Senior. In the case of the former, we felt that the remedial managerial

initiatives to improve product quality would take longer to impact earnings than market forecasts currently envisaged,

and in the case of the latter, we took advantage of the recovery in the share price following last year’s profit warning.

There were two cash bids for portfolio companies, which resulted in us exiting each investment. Firstly, Canyon Bridge, a

Chinese state-backed private equity investor, offered 182p per share for Imagination Technologies Group. Last April,

Imagination Technologies Group’s largest customer, Apple, announced that its intention was to design out Imagination

Technologies Group’s IP from future product launches. With the prevailing uncertainty over its future, the Board of

Imagination Technologies Group elected to put the entire business up for sale. There was a recommended bid for

Servelec Group at a cash price of 313p per share. With Servelec Group trading at modest premium to the tabled price, we

elected to sell it, as there was no indication of a counter bid. 
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S&W Revera UK Dynamic Fund

Investment Manager's report (continued)

25 January 2018

Central bank (and, in particular, the Fed) policy, even in the absence of wage inflation, is the third and key risk. The

reduction of monetary accommodation, although well-intentioned, may be too painful for economies and asset markets

which have become addicted to low short rates. The Fed faces an additional challenge which attracts less headline

comment – that of unwinding the assets on its balance sheet. The risk of a policy misjudgement from central banks

potentially poses the most significant risk to markets and economies.

The last risk is UK specific. Readers old enough to recall John Major’s tussles with the eurosceptic wing of his party will

know that there are deep schisms within the Conservative Party over relations with Europe. It is these which have

frequently been seen as the mechanism by which the current UK administration might fall, should the terms of Brexit be

deemed too ‘soft’. With her party unlikely to forgive June’s election result, the Prime Minister faces a daily balancing act

of placating different factions both within her party and the coalition, who appear at times to have conflicting agendas.

Whilst on balance parliament is likely to see out its fixed five year term, the threat of a premature general election

cannot be dismissed.  

Investment risks (continued)

Investment outlook

At the start of 2018, the prognosis for global economic growth looks favourable. This in turn leads into the question of

whether that is sufficient to allow stock markets to make further progress this year. We believe that there are sufficient

opportunities to make good returns, tempered by the caveat that we are even less willing to tolerate valuation risk;

which is simply too big a threat to investors’ capital to ignore. In addition, the recent reduction in the level of volatility

in financial markets indicates that some investors are too complacent over the risks, the most potentially damaging of

which is a failure of central bank policy.

We are comfortable with the portfolio’s positioning, in particular its UK domestic earnings, as we believe the UK has the

capacity to surprise positively if negotiations between the UK and EU turn out to be constructive. We intend to deploy

our cash but, given our reservations, only in a disciplined manner.

Revera Asset Management Limited
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S&W Revera UK Dynamic Fund

Portfolio changes
for the year ended 31 December 2017

Purchases:

Cost

£

Servelec Group       2,945,212 

Cobham       2,663,226 

Marshalls       2,519,691 

Smiths Group          831,376 

Spirent Communications          643,928 

FirstGroup          405,598 

Restaurant Group          311,684 

GlaxoSmithKline          307,773 

Sky          278,818 

Rio Tinto          213,274 

Sales:

Proceeds

£

Senior       3,311,011 

Servelec Group       3,294,765 

Bovis Homes Group       2,964,975 

Spirent Communications       1,098,468 

Bellway          800,610 

FirstGroup          680,374 

Imagination Technologies Group          607,711 

Hilton Food Group          433,987 

GKN          414,073 

Lloyds Banking Group          325,877 

Sage Group          312,823 

Keller Group          284,001 

Jupiter Fund Management          243,526 

Legal & General Group          146,090 

Diageo          141,530 

Rio Tinto          102,813 

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

activities.
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S&W Revera UK Dynamic Fund

Portfolio statement

as at 31 December 2017

Nominal Market % of total

value or value net assets

Investment holding £

Equities - United Kingdom 89.79% (97.12%) 

Oil & Gas 4.04% (4.23%)

Royal Dutch Shell 'B' 115,000 2,879,600 4.04

Basic Resources 4.64% (3.95%)

Rio Tinto 84,000 3,309,600 4.64

Construction & Materials 7.81% (3.94%)

Keller Group 270,000 2,621,700 3.68

Marshalls 650,000 2,945,150 4.13

5,566,850 7.81

Industrial Goods & Services 14.67% (14.71%)

Cobham 1,800,000 2,269,800 3.19

Morgan Advanced Materials 921,391 3,092,188 4.34

Smiths Group 160,000 2,384,000 3.34

Travis Perkins 173,000 2,710,910 3.80

10,456,898 14.67

Automobiles & Parts 3.28% (4.39%)

GKN 735,000 2,341,710 3.28

Food & Beverage 8.65% (8.02%)

Diageo 118,500 3,223,792 4.52

Hilton Food Group 341,000 2,942,830 4.13

6,166,622 8.65

Personal & Household Goods 4.30% (8.29%)

Bellway 86,000 3,064,180 4.30

Health Care 7.05% (7.67%)

Consort Medical 235,000 2,723,650 3.82

GlaxoSmithKline 175,000 2,306,500 3.23

5,030,150 7.05

Media 3.97% (3.88%)

Sky 280,000 2,833,600 3.97

Travel & Leisure 6.92% (7.52%)

FirstGroup 2,230,000 2,455,230 3.44

Restaurant Group 823,594 2,479,018 3.48

4,934,248 6.92

Banks 3.78% (4.37%)

Lloyds Banking Group 3,979,125 2,698,245 3.78
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S&W Revera UK Dynamic Fund

Portfolio statement (continued)

as at 31 December 2017

Nominal Market % of total

value or value net assets

Investment holding £

Equities - United Kingdom (continued)

Insurance 4.01% (8.22%)

Legal & General Group 1,045,000 2,855,985 4.01

Financial Servcies 8.66% (3.89%)

Jupiter Fund Management 510,000 3,205,350 4.50

Standard Life Aberdeen 680,000 2,967,520 4.16

6,172,870 8.66

Technology 8.01% (14.04%)

Sage Group 370,000 2,939,650 4.12

Spirent Communications 2,730,000 2,770,950 3.89

5,710,600 8.01

Total equities - United Kingdom 64,021,158 89.79

Portfolio of investments 64,021,158 89.79

Other net assets 7,282,652 10.21

Total net assets 71,303,810 100.00

The comparative figures in brackets are as at 31 December 2016.

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

unless otherwise stated.

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

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.
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S&W Revera UK Dynamic Fund

Risk and reward profile

1 2 3 4 5 6 7

For full details on risk factors for the sub-fund, please refer to the Prospectus.

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 sub-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 sub-fund.

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

losses to the sub-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 sub-fund invests and

significantly impact investment performance.

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

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

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

The price of the sub-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 future performance.

The risk and reward profile is representative of all share classes.

The risk and reward indicator table demonstrates where the sub-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 sub-fund. The shaded area in the

table below shows the sub-fund's ranking on the risk and reward indicator.

Typically lower rewards, 

lower risk

Typically higher rewards, 

higher risk

The sub-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.
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S&W Revera UK Dynamic Fund

Comparative table

2017 2016 2015 2017 2016 2015

p p p p p p

Change in net assets per share

  Opening net asset value per share 173.88 171.94 160.44 177.50 175.04 162.85

  Return before operating charges 28.01 4.54 14.17 28.64 4.65 14.47

  Operating charges (2.90) (2.60) (2.67) (2.49) (2.19) (2.28)

  Return after operating charges * 25.11 1.94 11.50 26.15 2.46 12.19

  Distributions^ (3.24) (2.93) (1.26) (3.78) (3.45) (1.80)

  Retained distributions on 

    accumulation shares^ 3.24 2.93 1.26 3.78 3.45 1.80

  Closing net asset value per share 198.99 173.88 171.94 203.65 177.50 175.04

  * after direct transaction costs of: 0.34 0.44 0.52 0.35 0.47 0.53

Performance

  Return after charges 14.44% 1.13% 7.17% 14.73% 1.41% 7.49%

Other information

  Closing net asset value (£) 2,155,736 2,252,178 3,520,429 30,260,425 36,995,298 38,147,467

  Closing number of shares 1,083,345 1,295,268 2,047,472 14,858,674 20,842,073 21,793,324

  Ongoing charges 1.56% 1.55% 1.55% 1.31% 1.30% 1.30%

  Direct transaction costs 0.18% 0.28% 0.30% 0.18% 0.28% 0.30%

Prices

  Highest share price (p) 198.7 176.1 183.4 203.4 179.7 186.4

  Lowest share price (p) 172.7 144.7 156.9 176.4 147.6 159.3

^ Rounded to 2 decimal places.

The following disclosures give a shareholder an indication of the performance of a share in the sub-fund. It also discloses

the operating charges and direct transaction costs applied to each share. Operating charges are those charges incurred

in operating the sub-fund and direct transaction costs are costs incurred when purchasing or selling securities in the

portfolio of investments.

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

invested.

Retail accumulation shares Founder accumulation shares
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S&W Revera UK Dynamic Fund

Comparative table (continued)

2017 2016 2015

p p p

Change in net assets per share

  Opening net asset value per share 178.49 175.15 162.15

  Return before operating charges 28.89 4.71 14.40

  Operating charges (1.54) (1.37) (1.40)

  Return after operating charges * 27.35 3.34 13.00

  Distributions^ (4.80) (4.28) (2.66)

  Retained distributions on 

    accumulation shares^ 4.80 4.28 2.66

  Closing net asset value per share 205.84 178.49 175.15

  * after direct transaction costs of: 0.36 0.47 0.55

Performance

  Return after charges 15.32% 1.91% 8.02%

Other information

  Closing net asset value (£) 38,887,649 24,660,827 32,907,085

  Closing number of shares 18,892,590 13,816,719 18,787,704

  Operating charges 0.81% 0.80% 0.80%

  Direct transaction costs 0.18% 0.28% 0.30%

Prices

  Highest share price (p) 205.5 180.5 186.1

  Lowest share price (p) 177.4 148.1 158.7

^ Rounded to 2 decimal places.

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

invested.

Corporate accumulation shares
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Ongoing charges figure

31.12.17 31.12.16

Annual management charge 1.50% 1.50%

0.06% 0.05%

Ongoing charges figure 1.56% 1.55%

31.12.17 31.12.16

Annual management charge 1.25% 1.25%

0.06% 0.05%

Ongoing charges figure 1.31% 1.30%

31.12.17 31.12.16

Annual management charge 0.75% 0.75%

0.06% 0.05%

Ongoing charges figure 0.81% 0.80%

The ongoing charges figure ("OCF") 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 ACD's periodic charge and the

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

services paid.

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

calculated on historical data.

Founder accumulation shares

Retail accumulation shares

Other expenses

Corporate accumulation shares

Other expenses

Other expenses
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Financial statements - S&W Revera UK Dynamic Fund 

Statement of total return

for the year ended 31 December 2017

Notes

£ £ £ £

Income:

   Net capital gains / (losses) 2 7,869,480      (1,657,369)

   Revenue 3 2,205,128     2,325,715       

Expenses 4 (706,374) (749,190)

Net revenue before taxation 1,498,754     1,576,525       

Taxation 5 -                  -                    

Net revenue after taxation 1,498,754      1,576,525      

Total return before distributions 9,368,234      (80,844)

Distributions 6 (1,498,791) (1,576,551)

Change in net assets attributable to shareholders

   from investment activities 7,869,443      (1,657,395)

Statement of change in net assets attributable to shareholders

for the year ended 31 December 2017

£ £ £ £

Opening net assets attributable to shareholders 63,908,303     74,574,981    

Amounts receivable on issue of shares 6,515,071     7,616,728       

Amounts payable on cancellation of shares (8,486,807) (18,142,432)

(1,971,736) (10,525,704)

Change in net assets attributable to shareholders

   from investment activities 7,869,443      (1,657,395)

Retained distributions on accumulation shares 1,497,800      1,516,421      

Closing net assets attributable to shareholders 71,303,810     63,908,303    

2017 2016

2017 2016
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S&W Revera UK Dynamic Fund

Balance sheet 

as at 31 December 2017

Notes 2017 2016

£ £

Assets:

Fixed assets:

  Investments 64,021,158             62,064,865             

Current assets:

  Debtors 7 834,040                  96,322                   

  Cash and bank balances 8 6,625,778               1,791,442               

Total assets 71,480,976             63,952,629             

Liabilities:

Creditors:

  Other creditors 9 (177,166) (44,326)

Total liabilities (177,166) (44,326)

Net assets attributable to shareholders 71,303,810             63,908,303             

21



S&W Revera UK Dynamic Fund

Notes to the financial statements

for the year ended 31 December 2017

1. Accounting policies

2. Net capital gains / (losses) 2017 2016

£ £

Non-derivative securities - realised gains / (losses) 1,729,507        (2,984,547)

Non-derivative securities - movement in unrealised gains 6,152,541        1,330,688       

Compensation 17                   -                    

Transaction charges (12,585) (3,510)

Total net capital gains / (losses) 7,869,480        (1,657,369)

3. Revenue 2017 2016

£ £

Franked revenue 2,203,014        2,299,040       

Interest on debt securities -                      1,612              

Bank and deposit interest 2,114               25,063            

Total revenue 2,205,128        2,325,715       

4. Expenses 2017 2016

£ £

Payable to the ACD and associates

  Annual management charge 675,342           716,088          

Payable to the Depositary

  Depositary fees 21,503             22,345            

Other expenses:  

  Audit fee 5,940               6,840              

  Safe custody fees 1,827               2,112              

  Bank interest -                      67                  

  FCA fee 58                   73                  

  KIID production fee 1,704               1,665              

9,529               10,757            

  

Total expenses 706,374           749,190          

5. Taxation 2017 2016

£ £

a. Analysis of the tax charge for the year

Total taxation (note 5b) -                      -                    

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).

The accounting policies are disclosed on pages 7 to 8.
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Notes to the financial statements (continued)

for the year ended 31 December 2017

5. Taxation (continued)

b. Factors affecting the tax charge for the year

2017 2016

£ £

Net revenue before taxation 1,498,754        1,576,525       

Corporation tax @ 20% 299,751           315,305          

Effects of:

Franked revenue (440,603) (459,808)

Excess management expenses 140,852           144,503          

Total taxation (note 5a) -                      -                    

c. Deferred taxation

6. Distributions

2017 2016

£ £

Interim accumulation distribution 1,023,588        1,063,372       

Final accumulation distribution 474,212           453,049          

1,497,800        1,516,421       

Equalisation:

Amounts deducted on cancellation of shares 44,028             108,165          

Amounts added on issue of shares (39,901) (47,268)

Net equalisation on conversions (3,136) (767)

Total net distributions 1,498,791        1,576,551       

Reconciliation between net revenue and distributions: 2017 2016

£ £

Net revenue after taxation per Statement of total return 1,498,754        1,576,525       

Undistributed revenue brought forward 133                  159                 

Undistributed revenue carried forward (96) (133)

Distributions 1,498,791        1,576,551       

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:

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 £847,766 (2016: £706,914).

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

shares, and comprise:

Details of the distribution per share are disclosed in the Distribution table.
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Notes to the financial statements (continued)

for the year ended 31 December 2017

7. Debtors 2017 2016

£ £

Amounts receivable on issue of shares 727,378           11,009            

Accrued revenue 106,648           85,297            

Prepaid expenses 14                   16                  

Total debtors 834,040           96,322            

8. Cash and bank balances 2017 2016

£ £

Bank balances 633,646           192,737          

Cash on deposit 5,992,132        1,598,705       

Total cash and bank balances 6,625,778        1,791,442       

9. Other creditors 2017 2016

£ £

Amounts payable on cancellation of shares 166,873           35,548            

Accrued expenses:

Payable to the ACD and associates

  Annual management charge 3,845               -                    

Other expenses:  

  Depositary fees 125                  -                    

  Safe custody fees 349                  2,140              

  Audit fee 5,940               6,120              

  Transaction charges 34                   518                 

6,448               8,778              

Total accrued expenses 10,293             8,778              

Total other creditors 177,166           44,326            

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 31 December 2017

11. Share classes

Opening shares in issue 1,295,268       

Total shares issued in the year 40,944            

Total shares cancelled in the year (252,867)

Closing shares in issue 1,083,345       

Opening shares in issue 20,842,073     

Total shares issued in the year 362,873          

Total shares cancelled in the year (3,262,734)

Total shares converted in the year (3,083,538)

Closing shares in issue 14,858,674     

Opening shares in issue 13,816,719     

Total shares issued in the year 2,996,384       

Total shares cancelled in the year (984,645)

Total shares converted in the year 3,064,132       

Closing shares in issue 18,892,590     

Retail accumulation shares 1.50%

Founder accumulation shares 1.25%

Corporate accumulation shares 0.75%

The annual management charge includes the ACD's periodic charge and the Investment Manager's fee.

Founder

accumulation shares

Corporate      

accumulation shares

Retail

accumulation shares

Further information in respect of the return per share is disclosed in the Comparative table.

On the winding up of a sub-fund all the assets of the sub-fund will be realised and apportioned to the share classes in

relation to the net asset value on the closure date. Shareholders will receive their respective share of the proceeds,

net of liabilities and the expenses incurred in the termination in accordance with the FCA regulations. Each share

class has the same rights on winding up.

The Fund currently has three share classes; Retail accumulation shares, Founder accumulation shares and Corporate

accumulation shares.

The following reflects the change in shares in issue for each share class in the year:

For the year ended 31 December 2017, the annual management charge for each share class is as follows:
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S&W Revera UK Dynamic Fund

Notes to the financial statements (continued)

for the year ended 31 December 2017

12. Related party transactions 

Parties with an interest in excess of 20% of the sub-fund are as follows:

2017 2016

FNZ (UK) NOMINEES LTD 26% 19%

13. Events after the balance sheet date

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

operations of the sub-fund.

The ACD acts as principal in respect of all transactions of shares in the Fund. The aggregate monies received and

paid through the issue and cancellation of shares are disclosed in the Statement of change in net assets attributable

to shareholders.

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

at the balance sheet date is disclosed in note 9.

A shareholder with a holding in excess of 20% of the value of the sub-fund may be able to exercise significant

influence over the financial and operating policies of the sub-fund with reference to shareholders' voting rights at

general meetings and as such is deemed to be a related party.

Subsequent to the year end, the net asset value per retail accumulation share unit has decreased from 199.0p to

187.2p, the founder accumulation share has decreased from 203.7p to 191.7p and the corporate accumulation share

has decreased from 205.8p to 194.0p as at 26 March 2018. This movement takes into account routine transactions but

also reflects the market movements of recent months.
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Notes to the financial statements (continued)

for the year ended 31 December 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 11,037,369   20,307,944     

  Commission 27,912          0.25% 46,530           0.23%

  Taxes 55,299          0.50% 101,768         0.50%

Total direct transaction costs - Equities 83,211          0.75% 148,298         0.73%

Equities - purchases after direct transaction costs 11,120,580   20,456,242     

2017

% of sales 

by asset 

class 2016

% of sales 

by asset 

class

Sales: £ £

Equities - sales before transaction costs 15,203,338   17,091,812     

  Commission (40,667) 0.27% (42,494) 0.25%

  Taxes (37) 0.00% (44) 0.00%

  Financial transaction tax -                  - (1) 0.00%

Total direct transaction costs - Equities (40,704) 0.27% (42,539) 0.25%

Equities - sales after direct transaction costs 15,162,634   17,049,273     

Bonds * -                  7,000,000      

Total sales after direct transaction costs 15,162,634   24,049,273     

Capital events^ 1,883,700     -                    

 ^ 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.
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S&W Revera UK Dynamic Fund

Notes to the financial statements (continued)

for the year ended 31 December 2017

14. Transaction costs (continued)

a Direct transaction costs (continued)

Summary of direct transaction costs 

2017

% of 

average net 

asset value 2016

% of 

average net 

asset value

£ £

Commission 68,579          0.10% 89,024           0.13%

Taxes 55,336          0.08% 101,812         0.15%

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 0.27% (2016: 0.36%).

The following represents the total of each type of transaction cost, expressed as a percentage of the sub-fund's

average net asset value in the year:

The average portfolio 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 31 December 2017

15.

a Market risk

(i) Other price risk

(ii)

(iii)

Risk management policies

In pursuing the sub-fund's investment objective, as set out in the Prospectus, the following are accepted by the ACD

as being the main risks from the sub-fund's holding of financial instruments, either directly or indirectly through its

underlying holdings. These are presented with the ACD'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 

ACD, 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 sub-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 sub-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 sub-fund is exposed to price fluctuations, which are monitored by the ACD 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 sub-fund had no significant exposure to foreign currency in the year.

At 31 December 2017, if the price of the investments held by the sub-fund increased or decreased by 5%, with all

other variables remaining constant, then the net assets attributable to shareholders of the sub-fund would increase

or decrease by approximately £3,201,058 (2016: £3,103,243).

In the event of a change in interest rates, there would be no material impact upon the net assets attributable to

shareholders of the sub-fund.

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 sub-fund, spreading exposure in the portfolio of

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

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

The sub-fund would not in normal market conditions hold significant cash balances and would have limited

borrowing capabilities as stipulated in the COLL rules.

Derivative contracts are not used to hedge against the exposure to interest rate risk.

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

The amount of revenue receivable from floating rate securities and bank balances or payable on bank overdrafts will The amount of revenue receivable from bank balances or payable on bank overdrafts will be affected by fluctuations

in interest rates.

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

changes.
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15.

b Credit risk

c Liquidity risk

d

Investment 

assets

Investment 

liabilities

2017 2017

£ £

64,021,158      -                        

-                     -                        

-                     -                        

64,021,158      -                        

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

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

portion of the sub-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 sub-fund.

Unobservable data

Observable market data

To ensure this, the fair value pricing committee is a body appointed by the ACD 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

sub-fund's price should the constituent investments be exposed to closed markets during general market volatility or

instability.

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

sub-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 sub-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.

Fair value of financial assets and financial liabilities

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.

Risk management policies (continued)

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 Depositary has appointed the custodian to provide custody services for the assets of the sub-fund. There is a

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

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

The sub-fund holds cash and cash deposits with financial institutions which potentially exposes the sub-fund to

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

sub-fund of default.

A significant risk is the cancellation of shares 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 shares 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 shares in the sub-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.
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15.

d

Investment 

assets

Investment 

liabilities

2016 2016

£ £

62,064,865      -                        

-                     -                        

-                     -                        

62,064,865      -                        

e

f Derivatives 

(i) Counterparties

(ii) Leverage

(iii) Global exposure

Unobservable data

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

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 sub-fund using a range of

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

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

The sub-fund may transact in derivative contracts which potentially exposes the sub-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 Depositary.

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

agreement.

There have been no collateral arrangements in the year.

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

There have been no leveraging arrangements in the year.

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

derivative instruments, including derivatives with embedded assets.

Quoted prices

Observable market data

Risk management policies (continued)

Fair value of financial assets and financial liabilities (continued)

Assets subject to special arrangements arising from their illiquid nature

The sub-fund may employ derivatives with the aim of reducing the sub-fund's risk profile, reducing costs or

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

The ACD monitors that any exposure is covered globally to ensure adequate cover is available to meet the sub-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.

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.

Valuation technique
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Distribution table 

for the year ended 31 December 2017

Distributions on retail accumulation shares in pence per share

Allocation Share Distribution Net Equalisation Distribution Distribution

date type type revenue current year prior year

31.08.17 group 1 interim 2.419 - 2.419 2.063

31.08.17 group 2 interim 1.481 0.938 2.419 2.063

30.04.18 group 1 final 0.822 - 0.822 0.870

30.04.18 group 2 final 0.000 0.822 0.822 0.870

Distributions on founder accumulation shares in pence per share

Allocation Share Distribution Net Equalisation Distribution Distribution

date type type revenue current year prior year

31.08.17 group 1 interim 2.694 - 2.694 2.336

31.08.17 group 2 interim 1.259 1.435 2.694 2.336

30.04.18 group 1 final 1.087 - 1.087 1.114

30.04.18 group 2 final 0.056 1.031 1.087 1.114

Distributions on corporate accumulation shares in pence per share

Allocation Share Distribution Net Equalisation Distribution Distribution

date type type revenue current year prior year

31.08.17 group 1 interim 3.193 - 3.193 2.765

31.08.17 group 2 interim 2.513 0.680 3.193 2.765

30.04.18 group 1 final 1.608 - 1.608 1.517

30.04.18 group 2 final 0.586 1.022 1.608 1.517

Equalisation

Accumulation distributions

Interim distributions:

Group 1 Shares purchased before 1 January 2017

Group 2 Shares purchased 1 January 2017 to 30 June 2017

Final distributions:

Group 1 Shares purchased before 1 July 2017

Group 2 Shares purchased 1 July 2017 to 31 December 2017

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

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

hands of the shareholder but must be deducted from the cost of shares for capital gains tax purposes.

Holders of accumulation shares should add the distributions received thereon to the cost of the shares for capital gains

tax purposes.
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Remuneration

Remuneration code disclosure

Remuneration committee

Remuneration policy

•

•

•

•

•

•

•

Remuneration systems

The remuneration committee is responsible for setting remuneration policy for all partners, directors and employees

within the Smith and Williamson Group including individuals designated as Material Risk Takers under the Remuneration

Code. The remuneration policy is designed to be compliant with the Code and provides a framework to attract, retain,

motivate and reward partners, directors and employees. The overall policy is designed to promote the long-term success

of the group and to support prudent risk management, with particular attention to conduct risk. 

The remuneration committee report contained in pages 39-41 of the Smith & Williamson Report and Financial Statements

for the year ended 30 April 2017 (available http://smithandwilliamson.com/about-us/financial-reports) includes details

on the remuneration policy. The remuneration committee comprises five non-executive directors and is governed by

formal terms of reference, which are reviewed and agreed by the board. The committee met five times during 2016-17.

The main principles of the remuneration policy are:

to align remuneration with the strategy and performance of the business

to foster and support conduct and behaviours which are in line with our culture and values

to ensure that the ratio between fixed and variable remuneration is appropriate and does not encourage excessive

risk taking

to align incentive plans with the business strategy and shareholder interests.

The policy is designed to reward partners, directors and employees for delivery of both financial and non-financial

objectives which are set in line with company strategy. As part of a “balanced scorecard” approach to variable

remuneration non-financial criteria including compliance and risk issues, client management, supervision, leadership and

teamwork are considered alongside financial performance.

to ensure that remuneration is set at an appropriate and competitive level taking into account market rates and

practices

to maintain a sound risk management framework

to comply with all relevant regulatory requirements

The committee reviews all partners' and directors' fixed and variable remuneration. In addition, it approves hurdles and

awards in respect of equity incentive plans, namely a deferred option plan, Equity Matching Plan, Matching Share Plan,

Executive Long Term Incentive Plan and an Investment Management Long Term Incentive Plan. 

The remuneration of partners is made up of a fixed profit share, discretionary bonus profit share and non-discretionary

bonus profit share. The remuneration of employees typically comprises of a salary with benefits including pension

contribution, life assurance, permanent health insurance, private medical insurance, SAYE scheme and a discretionary

bonus scheme. Partners, directors and associate directors are also eligible to participate, at the invitation of the

committee, in the equity incentive plans described above.

The committee approved the introduction of a new Equity Matching Plan for partners, and the continuation of the

existing Matching Share Plan for employees. The purpose of the plans is to reward individual performance and to

encourage wider share ownership.

When considering variable remuneration for the executive directors, the committee takes account of overall business

profit for the group and divisions, the achievement of both financial and non-financial objectives (including adherence to

the principles of treating customers fairly, conduct risk, compliance and regulatory rules), personal performance and any

other relevant policy of the board in respect of the year ended 30 April 2017. The committee agrees the individual

allocation of variable remuneration and the proportion of that variable remuneration to be awarded as restricted shares.
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Remuneration (continued)

Aggregate Quantitative Information 

Fixed Cash Equity Total No. MRTs

Senior Management £2,929 £1,776 £580 £5,285 16

Other MRTs £1,476 £872 £184 £2,532 11

Total £4,405 £2,648 £764 £7,817 27

Variable

The total amount of remuneration paid by Smith & Williamson Fund Administration Limited (SWFAL) is nil as SWFAL has

no employees.  However, a number of employees have remuneration costs recharged to SWFAL and the annualised

remuneration for these 72 employees is £2,924,504, of which £2,705,376 is fixed remuneration. This is based on the

annualised salary and benefits for those identified as working in SWFAL as at 30 April 2017. Any variable remuneration is

awarded for the year ending 30 April 2017. This information excludes any senior management or other Material Risk

Takers (MRTs) whose remuneration information is detailed below.

Smith & Williamson reviews its MRTs at least annually. These individuals are employed by and provide services to other

companies in the Smith & Williamson group. It is difficult to apportion remuneration for these individuals in respect of

their duties to SWFAL. For this reason, the aggregate total remuneration awarded for the financial year 2016-17 for senior

management and other MRTs detailed below has not been apportioned.

Table to show the aggregate remuneration split by 

Senior Management and other MRTs for SWFAL (£000)

Financial Year ending 30 April 2017
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Further information

Distributions and reporting dates

XD dates: final

interim

Reporting dates: annual

interim

Buying and selling shares - S&W Revera UK Dynamic Fund

Capital Gains Tax

30 June

Where net revenue is available it will be allocated semi-annually on 30 April (final) and 31 August (interim). In the event

of a distribution, shareholders will receive a tax voucher.

1 January

1 July

31 December

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

exceed the annual exemption. For the tax year 2017/2018, the first £11,300 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.

Any references in this report to other investments held within the Company 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 sub-fund is valued at 12 noon on every business 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 ACD and the Depositary, and prices of shares are calculated as at that time. Share

dealing is on a forward basis i.e. investors can buy and sell shares at the next valuation point following receipt of the

order.

Prices of shares and the estimated yield of the share classes are published on the following website:

www.fundlistings.com or may be obtained by calling 0141 222 1151.

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

The ACD may impose a charge on the sale of shares to investors which is based on the amount invested by the

prospective investor. The preliminary charge only applies to retail accumulation shares and is currently 5%. The

preliminary charge may be waived in part or in full at the discretion of the ACD.
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Appointments

Authorised Corporate Director ("ACD") 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 ACD

David Cobb

Giles Murphy

Jocelyn Dalrymple

Kevin Stopps

Paul Wyse

Peter Maher

Susan Shaw

Grant Hotson

Tas Quayum 

Jeremy Boadle

James Gordon

Brian McLean - appointed 17 February 2017

Investment Manager

Authorised and regulated by the Financial Conduct Authority

Depositary

National Westminster Bank Plc

Trustee and Depositary Services

Younger Building

1st Floor

3 Redheughs Avenue

Edinburgh EH12 9RH

  Prudential Regulation Authority

Auditor

KPMG LLP

Saltire Court

20 Castle Terrace  

Edinburgh EH1 2EG

Revera Asset Management Limited

8A Rutland Square

Edinburgh EH1 2AS

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