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The Authorised Corporate Director (the ‘ACD’) of TB Saracen Investment Funds ICVC (the ‘Company’) is           
T. Bailey Fund Services Limited (‘TBFS’). Saracen Fund Managers Limited is the Investment Manager (the 
‘Investment Manager’) of the Company. 

Please note that T. Bailey Fund Services Limited replaced Saracen Fund Managers Limited as ACD on 1 July 
2016. 

T. Bailey Fund Services Limited and Saracen Fund Managers Limited are authorised and regulated by the 
Financial Conduct Authority. Further information about Saracen Fund Managers Limited can be found at 
www.saracenfundmanagers.com 

You can buy or sell shares in the sub-funds of the Company through your Financial Advisor.  Alternatively, 
you can telephone the dealing line; 0115 988 8274, during normal office hours.  Application forms can be 
requested in writing from the ACD or by calling the Client Services Team on the dealing line.  They can also 
be downloaded from the website: www.tbaileyfs.co.uk/funds/tb-saracen-investment-funds. 

Prices for the sub-funds are published each normal business day on www.tbaileyfs.co.uk/funds/tb-saracen-
investment-funds and also via the website; www.fundlistings.com. 

Full details of TB Saracen Investment Funds ICVC are set out in the Prospectus. This document provides 
investors with extensive information about the Company and its sub-funds including risks and expenses. A 
copy of the Prospectus is available on request from the ACD, or can be found at www.tbaileyfs.co.uk/funds/tb-
saracen-investment-funds. 

The Key Investor Information documents and Supplementary Information document are also available at 
www.tbaileyfs.co.uk/funds/tb-saracen-investment-funds. 
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The Company is an open-ended investment company with variable capital, incorporated in Scotland with 
registered number of SI000005.  The effective date of the authorisation order made by the Financial Services 
Authority (which has since been succeeded by the FCA) in respect of the Company was 19 January 1999.  The 
Company's duration is unlimited. The Company is a UCITS Scheme in terms of COLL and is also structured as 
an umbrella company so that the Scheme Property of the Company may be divided among two or more funds.  

Shareholders of the Company are not liable for the debts of the Company. 

The Company is structured as an umbrella company and different sub-funds may be established by the ACD 
with the agreement of the Depositary and the approval of the FCA.  On the introduction of any new sub-fund, 

or share class, a revised prospectus will be prepared and issued. 

The Company is compliant with the Protected Cell Regime for OEICs. Under the Protected Cell Regime, each 
sub-fund represents a segregated portfolio of assets and accordingly, the assets of the sub-fund belong 
exclusively to that sub-fund and shall not be used or made available to discharge (directly or indirectly) the 
liabilities of, or claims against, any other person or body, including any other sub-fund and shall not be 
available for any such purpose. 

There are currently three sub-funds in existence; TB Saracen UK Alpha Fund*, TB Saracen Global Income and 
Growth Fund and TB Saracen UK Income Fund.  

The base currency of the Company is Pounds Sterling. 

* Please note that TB Saracen UK Alpha Fund was previously known as Saracen Growth Fund. The change of 
name took place on 1 July 2016. 

As at the period end there were no cross holdings between the three sub-funds. 
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Remuneration policy of the ACD  

TBFS and the holding company of TBFS, T. Bailey Holdings Limited (‘TBH’), have the following policies and 
practices for those staff whose professional activities have a material impact on the risk profile of the activities 
of the ACD. Based on FCA guidance the ACD is considered as Proportionality Level 3 under the Remuneration 
Code as total assets under administration are less than £15bn. TBFS is a UCITS firm and is therefore subject 
to the UCITS V Directive Remuneration Code.  

The Remuneration Policy of the ACD: 

(i) Is consistent with and promotes sound and effective risk management; 

(ii) Does not encourage risk taking that exceeds the level of tolerated risk of the relevant UCITS managed by 

TBFS; 

(iii) Encourages behaviour that delivers results which are aligned to the interests of the UCITS managed by 
TBFS; 

(iv) Aligns the interests of Code Staff with the long-term interests of TBFS, the funds it manages and its 
investors; 

(v) Recognises that remuneration should be competitive and reflect both financial and personal performance. 
Accordingly, Remuneration for Code Staff is made up of fixed pay (salary and benefits, including pension) and 
variable (performance-related) pay; 

(vi) Recognises that fixed and variable components should be appropriately balanced and that the variable 
component should be flexible enough so that in some circumstances no variable component may be paid at 
all. Variable pay is made up of short-term awards typically based on short-term financial and strategic 
measures for the area of the business in which the member of Code Staff works; 

There is no remuneration committee. The Board of TBH oversees the setting and review of remuneration 
levels performed by the operating Board of TBFS. From an overall group perspective and operating company 
level, remuneration is set within the context of a 5-year plan which ensures any threats to capital adequacy, 
liquidity and solvency caused by excessive remuneration would be identified. The bonus arrangements 
including the staff bonus pool are set annually as part of the annual operating plan and any changes to the 
pool require approval by the CEO of TBFS and also the Board of TBH. 

The main shareholders are represented on the Board of TBH which ratifies the annual operating plans. The 
annual operating plan includes the level of remuneration for all staff including Code Staff. 

To assist with the above process, a benchmarking exercise was conducted in 2015 which incorporated 
information from external consultants in connection with remuneration. 

The staff bonus scheme is operated so as to allow for meaningful rewards to be paid to staff whose 
performance during the year merits recognition but within the context of an annual operating plan. The TBH 
Board bears in mind the projected performance of the companies when making any adjustments to the 
scheme. Payment of scheme bonus to individuals is linked to their performance against agreed objectives 
from staff appraisals. 

The ACD has elected to adopt the UCITS V Directive’s Remuneration Code ahead of the compulsory adoption 
date of 1 January 2017. 

REMUNERATION POLICY OF THE AUTHORISED CORPORATE DIRECTOR 
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Total remuneration paid by the ACD for the year ended 30 September 2016 

 

Total remuneration paid by the ACD to Remuneration Code Staff for the year ended 30 
September 2016 

Total Number of Staff 7 2

£ £

Fixed 563,542 100,345 

Variable 4,000  - 

Total Remuneration Paid 567,542 100,345 

Senior Management
Staff with Material 

Impact

 

 

Please note that there were no remuneration payments made directly from TB Saracen Investment Funds 
ICVC or any of its sub-funds. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total Number of Staff 33

£

Fixed 1,061,197 

Variable 5,000 

Total Remuneration Paid 1,066,197 

REMUNERATION POLICY OF THE AUTHORISED CORPORATE DIRECTOR (CONTINUED) 
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The Authorised Corporate Director (the “ACD”) of TB Saracen Investment Funds ICVC (the “Company”) is 
responsible for preparing the Annual Report and the Financial Statements in accordance with the Open-Ended 
Investment Companies Regulations 2001 (“the OEIC Regulations”), the Financial Conduct Authority’s 
Collective Investment Schemes’ Sourcebook (“COLL”) and the Company’s Instrument of Incorporation. 

The OEIC Regulations and COLL require the ACD to prepare financial statements for each annual accounting 
period which:  

 are in accordance with United Kingdom Generally Accepted Accounting Practice (“United Kingdom 
Accounting Standards and applicable law”), including FRS 102 “The Financial Reporting Standard 
applicable in the UK and Republic of Ireland” and the Statement of Recommended Practice: “Financial 
Statements of Authorised Funds” issued by the Investment Association (“IA SORP”) in May 2014; 
and 

 give a true and fair view of the financial position of the Company as at the end of that period and 
the net revenue and the net capital gains and losses on the property of the Company for that period. 

In preparing the financial statements, the ACD is required to: 

 select suitable accounting policies and then apply them consistently; 

 make judgments and estimates that are reasonable and prudent; 

 state whether applicable UK Accounting Standards and the IA SORP have been followed, subject to 
any material departures disclosed and explained in the financial statements; and 

 prepare the financial statements on the going concern basis unless it is inappropriate to presume 
that the Company will continue in operation. 

The ACD is responsible for keeping proper accounting records that disclose with reasonable accuracy at any 
time the financial position of the Company and enable them to ensure that the financial statements comply 
with the applicable IA SORP and United Kingdom Accounting Standards and applicable law. The ACD is also 
responsible for the system of internal controls, for safeguarding the assets of the Company and for taking 
reasonable steps for the prevention and detection of fraud and other irregularities. 

In accordance with COLL 4.5.8BR, the Annual Report and the Financial Statements were approved by the 
board of directors of the ACD of the Company and authorised for issue on 21 April 2017. 

The Directors are of the opinion that it is appropriate to continue to adopt the going concern basis in the 
preparation of the financial statements as the assets of the Company and sub-funds consist predominantly of 
readily realisable securities and accordingly the Company has adequate resources to continue in operational 
existence in the foreseeable future. 

 

 

Helen Stevens     Richard Taylor 
Chief Executive Officer    Compliance Director    
T. Bailey Fund Services Limited   T. Bailey Fund Services Limited 
21 April 2017     21 April 2017     
  

STATEMENT OF THE AUTHORISED CORPORATE DIRECTOR’S RESPONSIBILITIES 

 

DIRECTOR’S STATEMENT 
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The Depositary must ensure that the Company is managed in accordance with the Financial Conduct 
Authority’s Collective Investment Schemes Sourcebook (“COLL”), 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: 

 the Company’s cash flows are properly monitored (this Requirement on the Depositary applied from 
18 March 2016) and that cash of the Company is booked into the cash accounts in accordance with 
the Regulations; 

 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 consider 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 ACD: 

(i) 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 the 
Regulations, the Scheme documents of the Company, and 

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

 

National Westminster Bank Plc 
Trustee & Depositary Services 
London 
21 April 2017 
 

STATEMENT OF DEPOSITARY’S RESPONSIBILITIES 

 

DEPOSITARY’S REPORT TO THE SHAREHOLDERS OF TB SARACEN INVESTMENT FUNDS ICVC 
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We have audited the financial statements of TB Saracen Investment Funds ICVC (the “Company”) for the year 
ended 31 December 2016 which comprise for each sub-fund: the Statement of Total Return, the Statement 
of Change in Net Assets Attributable to Shareholders, the Balance Sheet, the related notes 1 to 15, and the 
distribution table. The financial reporting framework that has been applied in their preparation is applicable 
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) 
including FRS102 “The Financial Reporting Standard applicable in the United Kingdom and Republic of 
Ireland”, the Statement of Recommended Practice: “Financial Statements of Authorised Funds” issued by the 
Investment Association in May 2014, the Collective Investment Schemes Sourcebook and the Instrument of 
Incorporation.  

This report is made solely to the Company’s shareholders, as a body, in accordance with Paragraph 4.5.12R 
of the Collective Investment Schemes Sourcebook of the Financial Conduct Authority. 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.  

Respective Responsibilities of the Depositary, the Authorised Corporate Director (ACD) and the 
Auditor  

As explained more fully in the Statement of Depositary’s Responsibilities and the Statement of ACD’s 
Responsibilities, the Depositary is responsible for safeguarding the property of the Company and the ACD is 
responsible for the preparation of the financial statements. Our responsibility is to audit and express an opinion 
on the financial statements in accordance with the requirements of the Collective Investment Schemes 
Sourcebook, 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  

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 
to give reasonable assurance that the financial statements are free from material misstatement, whether 
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to 
the company’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the ACD; and the overall presentation of the 
financial statements. In addition, we read all the financial and non-financial information in the annual report 
to identify material inconsistencies with the audited financial statements and to identify any information that 
is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in 
the course of performing the audit. If we become aware of any apparent material misstatements or 
inconsistencies, we consider the implications for our report.  

Opinion on financial statements  

In our opinion the financial statements:  

 
 give a true and fair view of the financial position of each of the sub-funds as at 31 December 2016 

and of the net revenue and the net capital gains and losses on the property of each of the sub-funds 

for the year ended 31 December 2016; and  

 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice, the Statement of Recommended Practice “Financial Statements of Authorised Funds”, the 
rules in the Collective Investment Schemes Sourcebook and the Instrument of Incorporation.  

 

 

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TB SARACEN INVESTMENT 
FUNDS ICVC  
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Opinion on other matters prescribed by the Collective Investment Schemes Sourcebook  

In our opinion:  
 

 proper accounting records for the Company and each of the sub-funds have been kept and the 
financial statements are in agreement with those records;  

 we have received all the information and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our audit; and  

 the information disclosed in the annual report for the year ended 31 December 2016 for the purpose 
of complying with Paragraph 4.5.9R  

 

Deloitte LLP 
Chartered Accountants and Statutory Auditor 
Birmingham, UK 
21 April 2017 
 

 

 

 

 

 

 

 

 

 

 

    

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF TB SARACEN INVESTMENT 
FUNDS ICVC (CONTINUED)  
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The Fund is a sub-fund of TB Saracen Investment Funds ICVC with investment powers equivalent to those of 
a UCITS Scheme as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

* Please note that TB Saracen UK Alpha Fund was previously known as Saracen Growth Fund. The change of 
name took place on 1 July 2016.  

The investment objective of TB Saracen UK Alpha Fund is to achieve a return on the invested assets at a 
higher rate than the return on the MSCI UK All Cap Index. To meet this objective, the Investment Manager 
will carefully select and invest in a diversified portfolio of primarily United Kingdom equity securities which 
provide the potential for long-term growth.  The Fund may also invest in overseas securities. The Fund may 

also invest in cash and near cash, deposits and collective investment schemes. In most cases this is likely to 
occur only where the Investment Manager considers that equity share prices have become overvalued. 

The Investment Manager will employ a value based approach, using both quantitative and qualitative 
techniques to achieve the above objective. In addition to the objective of maximising returns, the Investment 
Manager will also seek to protect the capital of investors.   Whilst risk will be carefully controlled through 
diversification and rigorous analysis investor’s capital will be at risk and there is no guarantee that the 
investment objective will be achieved. 

** Please note that the investment objective of the Fund was changed on 1 July 2016. The previous investment 
objective was to achieve a return on the invested assets at a higher rate than the return on the FTSE All Share 
Index. 

As the Fund will invest primarily in UK listed shares, the Fund will have greater exposure to UK market, political 
and economic risks than a fund which diversifies across a number of countries. 

The Fund may invest in small-cap companies. Smaller companies’ securities are often traded less frequently 
than those of larger companies, this means they may be more difficult to buy and sell. 

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested. 

There is no guarantee that the Fund will meet its stated objectives. 

The movement in exchange rates may lead to further changes in the value of investments and the income 
from them. 

There is a risk that any company providing services such as safe keeping of assets or acting as counterparty 
to derivatives may become insolvent, which may cause losses to the Fund. 
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On 1 July 2016 T. Bailey Fund Services Limited replaced Saracen Fund Managers Limited as ACD of the Fund.  

On the same day the following changes also came into effect. These changes were all notified to existing 
shareholders in advance: 

- The Fund name was changed from Saracen Growth Fund to TB Saracen UK Alpha Fund. 

- The name of the share classes changed from Alpha and Beta to A Accumulation and B Accumulation. 

- The income distribution date was changed from 31 March to 28/29 February. 

- The valuation point was changed from 11:45PM to 12PM. 

- The benchmark of the Fund was changed from FTSE All Share Index to MSCI UK All Cap Index. 

- The Administrator and Registrar was changed from SMT Fund Services (Ireland) to T. Bailey Fund 
Services Limited. 

- The Depositary was changed from BNY Mellon Trust & Depositary (UK) Limited to National 
Westminster Bank Plc. 

- The Custodian was changed from The Bank of New York Mellon to The Northern Trust Company. 

- There was a change to the fee structure including; ACD, Depositary, Custodian, Registrar and 
Administration fees. 

For more details of any of the above changes please contact clientservices@tbailey.co.uk 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 
higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. 

The Fund is in risk category 5 because it invests in shares, an asset class which has seen large rises and falls 
in recent years. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as ‘Operating charges 
(p.a.)’ in the Summary of Fund Performance tables on pages 18 and 19. 
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Performance 

   Cumulative returns for the periods ended 31 December 2016 

(%) 

    1 year 3 years 5 Years 

A Accumulation Shares    4.94 18.01 84.96 

B Accumulation Shares    5.47 19.80 89.66 

MSCI UK All Cap Index TR    17.29 17.96 59.69 

Source: Financial Express.  Total return, bid to bid. Sterling terms.  

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 

Investment Review 

2016 proved to be a year of two halves for the FTSE All Share; pre-and-post the UK Referendum on 
Membership of the European Union, held on 23 June.  The first six months of the year saw the All Share 
increase 4.3% compared to its 12% increase thereafter.  ‘Brexit’, as it has widely become known, was the 
largest single event affecting the market this year, however, Donald Trump’s victory in the US Election also 
provided further oxygen. 

During 2016, TB Saracen UK Alpha Fund (‘SUAF’) underperformed its benchmark, the MSCI UK All Cap Index 

(Total Return).  For the year, the A shares returned 4.9% and the B shares 5.5%, compared with the 
benchmark return of 17.3%.  Obviously, we were incredibly disappointed with this underperformance, which 
will be explained in greater detail later in the Investment Review.  

Since inception on 5 March 1999 to 31 December 2016, after all expenses, SUAF’s A and B shares have 
achieved a total return of 468% and 526% respectively against a total return of 114% from the MSCI UK All 
Cap Index (Source: Saracen Fund Managers Limited).  The Fund has also outperformed its benchmark in 
fourteen years out of eighteen. 

Portfolio Review 

Over the course of the year, the composition of the portfolio tilted slightly with a greater proportion of the 
Fund in FTSE 100 and 250 stocks and a reduced emphasis on the FTSE Small Cap arena.  At the end of 2015, 
the Fund held 18% in FTSE 100 companies, 34% in the FTSE 250 and 46% within the Small Cap.  Fast forward 
twelve months and SUAF was positioned 21% in the largest stocks, 37% in the Mid 250 and 39% within Small 
Cap and AIM stocks, with the remainder held in cash. 

The weighting towards Mid and Small Cap stocks materially hindered the performance of SUAF over 2016 as 
both indices underperformed the FTSE 100.  Over the course of the year, the FTSE 100 returned 19.1%, the 
Small Cap 14.3% and the FTSE 250 just 6.7%.  During the first six months of the year, both the Mid and 
Small Caps retreated whereas the FTSE 100 returned 6.6%.  Although there was a much better performance 
in the second half of 2016, this wasn’t enough to move the dial.  The same can be said of the performance 
of SUAF where we returned -10.9% for the B shares versus 4.3% for the FTSE All Share.  The second half 
saw B shares return 18.4% versus 12% for the All Share.  

Before turning to specific stocks held within the Fund which either enhanced or hindered performance, it is 
worth spending a short time looking at the performance of a few of the very largest components within the 
FTSE 100.  It is not often you see multi-national companies such as BP or Shell increasing 44% and 53% 
respectively in a year, or even HSBC rising 23%.  Anglo American managed a return of 288% over the course 
of 2016 and was ably assisted in the mining sector by Glencore, up almost 200%. 

TB SARACEN UK ALPHA FUND, INVESTMENT REVIEW 
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Our strongest performer over the course of 2016 was Hill & Smith, the international group with leading 
positions in the design, manufacture and supply of infrastructure products and galvanizing services to global 
markets.  Its share price increased 58% in 2016. 

Rio Tinto, a leading mining and metals group was also up 58% as the sector moved from pariah status for 
many investors to one now in vogue.  The company has benefitted from commodity prices steadily increasing 
over the course of the year leading to earnings upgrades. 

Weir Group, a company held in the Fund since 1999, returned 42% before it was sold in August.  In hindsight, 
the holding was sold too early but we were concerned the shares were pricing in very high expectations. 

We purchased Joules, the UK-based premium-lifestyle brand, when it joined the market via an initial public 
offering in May at 160p per share.  The shares finished the year up 37%.  We purchased Galliford Try in 
July following the rout of its price following the referendum and were handsomely rewarded with a return of 

34%.  Lastly, Sky was purchased for the Fund in November but was subject to a bid from its largest 
shareholder, 21st Century Fox, just three weeks later.  We sold our stock in the market and booked a 33% 
profit. 

Stocks which had a detrimental impact on performance included our three smallest positions: Bonmarche, 
Entu (UK) and Futura Medical.  The three stocks in question turned out to be poor investments for the 
Fund and each were sold during the course of the year having fallen 54%, 34% and 32% respectively. 

Howden Joinery and STV Group, which had been star performers previously for the Fund, had a much 
softer year.  Howden’s share price materially suffered following the referendum result and we took the decision 
to sell.  Despite a rally, the shares were still off 30%.  STV also slipped 30% as small cap, domestic players 
suffered.  We still believe there is material upside and are happy to remain invested.  

The asset allocations at the year-end are shown in the table below:  

Sector Asset allocation as at  

31 December 2016  

(%) 

Asset allocation as at  

31 December 2015 

(%) 

Aerospace & Defence 4.1 3.9 

Automobiles & Parts 5.6 5.2 

Banks 2.7 2.0 

Chemicals 11.9 5.9 

Construction Materials 7.1 7.5 

Electronic & Electronic Equipment 3.3 2.5 

Financial Services - 2.1 

General Financial 5.4 5.7 

General Industrials - 9.8 

General Retailers 7.0 6.5 

Healthcare - 0.8 

House, Leisure & Personal Goods 13.5 13.9 

Industrial Engineering  4.5 5.0 

Life Insurance 6.8 - 

Media 6.7 6.2 

Mining 3.9 2.4 

Oil & Gas Producers 2.1 3.6 

Pharmaceuticals & Biotechnology 1.8 - 

Real Estate 2.1 2.5 

Support Services 5.9 11.1 

Telecoms 1.7 1.3 

Cash and Other 3.9 2.1 

Total 100.0 100.0 

The full list of holdings at the year-end is shown in the Portfolio Statement on pages 14 to 17. 
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Outlook 

As mentioned previously, we were bitterly disappointed with our performance last year versus the benchmark.  
2016 was difficult to navigate for active funds as it was the largest stocks which experienced the sharpest 
increases as they benefited from being dollar earners.  For stocks such as BP and Royal Dutch Shell to increase 
by more than 40%, this is unlikely to be repeated and, as articulated earlier, commodity stocks jumped by a 
greater percentage. 

We are not trying to second guess the market on a yearly basis, to us that is gambling rather than investing 
however we could never have foreseen a scenario where over the course of 2016 the prices of Iron Ore, 
Natural Gas and Brent Crude increased by 80%, 59% and 52% respectively.  The collapse in Sterling against 
the Dollar and Euro was also a major factor. 

The market proved to be very resilient given the surprises which were thrown at it.  Looking forward, however, 
what can be expected this year?  The honest answer is we don’t know but we still have to navigate the formal 
process of the UK’s departure from the EU with all the twists and turns this will involve.  Interest rates are 
likely to remain at historic lows this year which also leads on to a theme we have been highlighting in recent 
Annual Reports – the rise in merger and acquisition activity. Given company balance sheets are strong, allied 
to historic low interest rates, we believe M&A will continue.  In addition, the weakness witnessed in the value 
of Sterling, would suggest there may be more transatlantic and foreign deals this year. 

To conclude, our process has not changed at all – we continue to invest on a long-term basis in quality 
companies run by strong management teams trading on sensible ratings.  We believe the Small and Mid Cap 
areas of the market offer us a happy hunting ground to find, and invest, in stocks which should, over the 
medium to long term, outpace the wider market. 

As always, fellow shareholders, we thank you for your support.  It is very much appreciated. 

 

 

 

 

Craig H Yeaman 
Investment Director 
Saracen Fund Managers Limited 
21 April 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Aerospace & Defence

(4.1%; 31.12.15 - 3.9%)

100,000 Avon Rubber 1,041,000 4.1

1,041,000 4.1

Automobiles & Parts

(5.6%; 31.12.15 - 5.2%)

430,000 GKN 1,419,430 5.6

1,419,430 5.6

Banks

(2.7%; 31.12.15 - 2.0%)

1,100,000 Lloyds Banking Group 687,280 2.7

687,280 2.7

Chemicals

(11.9%; 31.12.15 - 5.9%)

144,000 RPC Group 1,532,160 6.1

165,000 Synthomer 630,960 2.5

43,000 Victrex 829,900 3.3

2,993,020 11.9

Construction Materials

(7.1%; 31.12.15 - 7.5%)

298,571 Eurocell 531,456 2.1

464,517 Tyman 1,272,777 5.0

1,804,233 7.1

Electronic & Electrical Equipment

(3.3%; 31.12.15 - 2.5%)

47,554 XP Power 825,537 3.3

825,537 3.3  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

General Financial

(5.4%; 31.12.15 - 5.7%)

216,000 Ashmore 610,632 2.4

500,000 IFG Group 750,149 3.0

1,360,781 5.4

General Retailers

(7.0%; 31.12.15 - 6.5%)

80,000 Dunelm 640,800 2.5

230,000 Joules 499,100 2.0

264,000 Pets at Home 630,960 2.5

1,770,860 7.0

House, Leisure & Personal Goods

(13.5%; 31.12.15 - 13.9%)

37,000 Berkeley 1,038,960 4.1

62,000 Galliford Try 799,800 3.2

287,000 MJ Gleeson 1,564,150 6.2

3,402,910 13.5

Industrial Engineering

(4.5%; 31.12.15 - 5.0%)

95,000 Hill & Smith 1,138,100 4.5

1,138,100 4.5

Life Insurance

(6.8%; 31.12.15 - 0.0%)

54,000 Prudential 876,420 3.5

222,000 Standard Life 824,064 3.3

1,700,484 6.8  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Media

(6.7%; 31.12.15 - 6.2%)

182,000 Moneysupermarket 535,262 2.1

330,000 STV 1,171,500 4.6

1,706,762 6.7

Mining

(3.9%; 31.12.15 - 2.4%)

31,000 Rio Tinto 977,740 3.9

977,740 3.9

Oil & Gas Producers

(2.1%; 31.12.15 - 3.6%)

112,000 Amec Foster Wheeler 526,400 2.1

526,400 2.1

Pharmaceuticals & Biotechnology

(1.8%; 31.12.15 - 0.0%)

10,000 Astrazeneca 442,800 1.8

442,800 1.8

Real Estate

(2.1%; 31.12.15 - 2.5%)

310,000 U and I Group 527,000 2.1

527,000 2.1

Support Services

(5.9%; 31.12.15 - 11.1%)

140,000 Clipper Logistics 532,000 2.1

258,450 Restore 969,188 3.8

1,501,188 5.9  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Telecoms

(1.7%; 31.12.15 - 1.3%)

260,000 TalkTalk Telecom 439,920 1.7

439,920 1.7

Portfolio of investments 24,265,445 96.1

Net other assets 979,560 3.9

Total net assets 25,245,005 100.0  

 

All holdings are in equities listed on recognised stock exchanges. 

‘Financial Services’ sector disinvested since the beginning of the period (31 Dec 2015: 2.1%). ‘General Industrials’ sector 
disinvested since the beginning of the period (31 Dec 2015: 9.8%). ‘Healthcare’ sector disinvested since the beginning of 
the period (31 Dec 2015: 0.8%). 
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1 Jan 2016 to 1 Jan 2015 to 1 Jan 2014 to

A Accumulation Shares 31 Dec 2016 31 Dec 2015 31 Dec 2014

(P ence per Share) (P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 371.51 337.56 330.34

  Return before operating charges* 23.90 60.95 29.22

  Operating charges (6.63) (27.00) (22.00)

  Return after operating charges* 17.27 33.95 7.22

  Closing net asset value per share 388.78 371.51 337.56

  Retained distributions on accumulation shares 5.72 3.78 3.24

  * after direct transaction costs of: 0.64 1.00 1.00

Performance

  Return after charges 4.65% 10.06% 2.19%

Other information

  Closing net asset value £3,695,404 £4,464,933 £4,745,050

  Closing number of shares 950,523 1,201,840 1,405,688

  Operating charges (p.a) 1.77% 1.77% 1.71%

  Direct transaction costs (p.a) 0.18% 0.17% 0.18%

Prices

Highest published share price 389.90 388.27 355.09

Lowest published share price 312.62 333.46 303.73
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Jan 2016 to 1 Jan 2015 to 1 Jan 2014 to

B Accumulation Shares 31 Dec 2016 31 Dec 2015 31 Dec 2014

(P ence per Share) (P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 593.61 536.68 522.58

  Return before operating charges* 38.39 65.93 22.10

  Operating charges (7.63) (9.00) (8.00)

  Return after operating charges* 30.76 56.93 14.10

  Closing net asset value per share 624.37 593.61 536.68

  Retained distributions on accumulation shares 12.10 8.92 7.73

  * after direct transaction costs of: 1.03 0.00 0.00

Performance

  Return after charges 5.18% 10.61% 2.70%

Other information

  Closing net asset value £21,549,601 £21,638,699 £20,384,748

  Closing number of shares 3,451,432 3,645,264 3,798,318

  Operating charges (p.a.) 1.27% 1.27% 1.21%

  Direct transaction costs (p.a) 0.18% 0.17% 0.18%

Prices

Highest published share price 626.12 618.78 562.23

Lowest published share price 500.74 530.20 482.39
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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31.12.16 31.12.15

Notes £ £ £

Income

  Net capital gains 2 8,699,196 1,935,999 

  Revenue 3 842,950 720,445 

Expenses 4 (341,871) (349,994)

Interest payable and similar charges 6 (3)  - 

Net revenue before taxation 501,076 370,451 

Taxation 5  -  - 

Net revenue after taxation 501,076 370,451 

Total return before distributions 9,200,272 2,306,450 

Distributions 6 (501,267) (374,440)

8,699,005 1,932,010 
Change in net assets attributable to 

shareholders from investment activities  

31.12.16 31.12.15

Notes £ £ £

Opening net assets attributable to shareholders 25,855,766 25,129,798 

Movements due to sales and repurchases of shares:

Amounts receivable on issue of shares 19,888,395 547,212 

Amounts payable on cancellation of shares (29,670,224) (2,127,492)

(9,781,829) (1,580,280)

Dilution levy  - 3,683 

8,699,005 1,932,010 

Retained distributions on accumulation shares 6 472,063 370,555 

Closing net assets attributable to shareholders 25,245,005 25,855,766 

Change in net assets attributable to shareholders 

from investment activities
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Notes 31.12.16 31.12.15

£ £

Assets:

Fixed Assets:

 Investments 24,265,445 25,308,825 

Current Assets:

 Debtors 7 52,087 79,538 

 Cash and bank balances 8 974,547 512,844 

Total assets 25,292,079 25,901,207 

Liabilities:

Creditors:

 Other creditors 9 47,074 45,441 

Total liabilities 47,074 45,441 

Net assets attributable to shareholders 25,245,005 25,855,766  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standards (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of the Authorised Corporate Director’s Responsibilities, the ACD 
continues to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Recognition of revenue 

Dividends on holdings, net of any irrecoverable tax, are recognised when the underlying security is 
quoted ex-dividend.  Bank interest is accounted for on an accruals basis. 

(c) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(d) Treatment of expenses 

All expenses, except those relating to the purchase and sale of investments are charged to the revenue 

account. 

(e) Allocation of revenue and expense to multiple share classes 

Any assets or liabilities not attributable to a particular share class will be allocated by the ACD in a 
manner which is considered fair to shareholders in general, usually pro-rata based on the net asset 
values of the relevant share classes. 

(f) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 
apply. 

(g) Distribution policy 

Net revenue produced by the Fund’s investments accrues annually.  At the end of the accounting 
period, the revenue, less the expenses allocated to the revenue account, is accumulated as per the 
prospectus. 
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1. Accounting policies (continued) 

(h) Exchange rates 

Assets and liabilities in overseas currencies at the period end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(i) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

2. Net capital gains 

31.12.16 31.12.15

£ £

Non-derivative securities 8,699,748 1,937,228 

Currency gains 190  - 

Transaction charges (742) (1,229)

Net capital gains 8,699,196 1,935,999  

3. Revenue 

31.12.16 31.12.15

£ £

UK franked dividends 834,950 720,445 

Overseas dividends 8,000  - 

Total revenue 842,950 720,445  
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4. Expenses 

31.12.16 31.12.15

£ £

Annual management charge 272,757 280,912 

Registration fees 4,150  - 

Administration fees 32,247 25,970 

309,154 306,882 

Depositary's fees 13,736 15,477 

Safe custody fees 4,123 7,404 

17,859 22,881 

Other expenses:

Audit fee 6,328 9,000 

Tax fee 4,560 1,680 

FCA fee 180  - 

Other expenses 3,790 9,551 

14,858 20,231 

Total expenses 341,871 349,994 

31.12.16 31.12.15

£ £

Total audit fee 6,328 9,000 

Total non audit fees - Tax compliance services 4,560 1,680 

Payable to the ACD, associates of the ACD and 

agents of either:

Payable to the Depositary, associates of the 

Depositary and agents of either:

Fees payable to the company auditor for the audit 

of the companies annual accounts:
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5. Taxation 

(a) Analysis of the charge in the year 

31.12.16 31.12.15

£ £

Analysis of charge in the year

Corporation tax  -  - 

Total current tax for the year (see note 5(b))  -  - 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year  -  -  

(b) Factors affecting the current taxation charge for the year 

The taxation assessed for the year is lower than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

31.12.16 31.12.15

£ £

Net revenue before taxation 501,076 370,451 

Corporation tax at 20% 100,215 74,090 

Effects of:

Revenue not subject to taxation (168,590) (144,089)

Excess expenses for which no relief taken 68,375 69,999 

Current tax charge for the year (see note 5(a))  -  -  

(c) Provision for deferred tax 

As at 31 December 2016 the Fund had surplus management expenses of £8,417,386 (31 December 
2015: £8,075,512).  The deferred tax in respect of this would be £1,683,478 (31 December 2015: 
£1,615,103).  It is unlikely that the Fund will generate sufficient taxable profits in the future to utilise 
these expenses and therefore no deferred tax asset has been recognised at the year-end (see note 
(5a)). 
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

 

31.12.16 31.12.15

£ £

Final - Accumulation 472,063 370,555 

472,063 370,555 

Add: Revenue deducted on cancellation of shares 55,866 7,937 

Deduct: Revenue received on issue of shares (26,662) (4,052)

Net distribution for the year 501,267 374,440 

Interest 3  - 

Total finance costs 501,270 374,440 

Reconciliation to net distribution for the year

Net revenue after taxation 501,076 370,451 

Income currency gains 191 3,989 

Net distribution for the year 501,267 374,440  

 

Details of the distribution per share are set out on page 34. 
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7. Debtors 

31.12.16 31.12.15

£ £

Amounts receivable for issue of shares  - 112 

Accrued revenue 42,307 73,017 

Income tax recoverable 9,780 6,409 

Total debtors 52,087 79,538  

8. Cash and bank balances 

31.12.16 31.12.15

£ £

Cash and bank balances 974,547 512,844 

Total cash and bank balances 974,547 512,844  

9. Other creditors 

31.12.16 31.12.15

£ £

Amounts payable for cancellation of shares 7,769 4,876 

Accrued annual management charge 24,901 23,774 

Accrued registration fees 687  - 

Accrued administration fees 3,495  - 

Accrued depositary fees 1,121 1,314 

Accrued custody fees 161 1,092 

Accrued audit fees 6,480  - 

Accrued tax fees 2,280  - 

Accrued FCA fees 180  - 

Accrued other expenses  - 14,385 

Total creditors 47,074 45,441  
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10. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. As at 31 December 2016, one single shareholder held shares 
amounting to approximately 55.7% of the Fund’s total net asset value. 

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 
any balances due at the year-end, are fully disclosed in the notes to the Financial Statements. 

11. Share classes 

As at the year-end, the Fund had two share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

B Accumulation

Opening shares at the start of the period 3,645,264.000 

Net cancellation of shares in the period (193,832.175)

Closing shares at the end of the period 3,451,431.825 

A Accumulation

Opening shares at the start of the period 1,201,840.000 

Net cancellation of shares in the period (251,316.533)

Closing shares at the end of the period 950,523.467  

The annual management charge of each share class is as follows: 

A Accumulation Shares   1.50% p.a. 

B Accumulation Shares    1.00% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 18 and 19.  The distribution 
per share class is given in the distribution table on page 34.  All share classes have the same rights on 
winding up. 
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12. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a) Currency exposures 

The Fund’s financial assets are mainly invested in securities whose prices are generally quoted in 
Sterling.  The Fund may also invest in other securities whose prices are quoted in other currencies.  
This gives rise to a direct currency exposure, details of which are shown in the following table. 

Monetary Non- Total Monetary Non- Total

exposures monetary exposures monetary

exposures exposures

£'000 £'000 £'000 £'000 £'000 £'000

Euro  -  -  -  - 3 3 

Net foreign currency assets

at 31 December 2016

Net foreign currency assets

at 31 December 2015

 

As at the balance sheet date the Fund was not exposed to any direct currency risk. 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in equities.  The Fund does not have any long 
term financial liabilities.  The Fund is affected by the impact of movements in interest rates on its own 
cash balances. 

The direct exposure of the Fund to interest rate risk as at the balance sheet date is shown in the 
following table: 

Floating Fixed Financial Floating Financial Total

rate rate assets rate liabilities

financial financial not financial not

assets assets interest liabilities interest

bearing bearing

£'000 £'000 £'000 £'000 £'000 £'000

31.12.16

Sterling 975  - 24,317  - (47) 25,245 

31.12.15

Euro  -  - 3  -  - 3 

Sterling 513  - 25,386  - (45) 25,853  
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12.     Risk management policies (continued) 

(b)     Cash flow risk and interest rate risk profile of financial assets and liabilities (continued) 

Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table.  The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 
asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk 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 and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 

obligations. The Fund only buys and sells investments through brokers which have been approved by 
the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The Fund’s underlying investments are equities quoted on recognised stock exchanges. The value of 
shares is not fixed and may go down as well as up.  This may be the result of a specific factor affecting 
the value of an individual share held within an underlying holding or be caused by general market 
factors (such as government policy or the health of the underlying economy) which can affect the 
entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of equities in 
line with the investment objectives.  In addition, the management of the Fund complies with the 
Financial Conduct Authority’s Collective Investment Schemes sourcebook, which includes rules 
prohibiting a holding greater than 20% of the assets of the Fund in any one underlying investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £2,426,545 (31 December 2015: £2,530,883). This 
calculation assumes all other variables remain constant. 
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12. Risk management policies (continued) 

(f) Fair value of financial assets and liabilities 

31 December 2016 31 December 2015

Valuation technique £ £

Quoted prices for identical instruments in active markets 24,265,445 25,308,825 

Prices of recent transactions for identical instruments  -  - 

Valuation techniques using observable market data  -  - 

Valuation techniques using non-observable data  -  - 

24,265,445 25,308,825 

INVESTMENT ASSETS

 

As at the year-end there were no investment liabilities (31 December 2015: £nil). There is no material 
difference between the value of the financial assets and liabilities, as shown in the balance sheet, and 
their fair value. 

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date (31 December 2015: £nil). 

TB SARACEN UK ALPHA FUND, NOTES TO THE FINANCIAL STATEMENTS 

As at 31 December 2016 



 

 Page 32 | T. Bailey Fund Services Limited  www.tbaileyfs.co.uk/funds/tb-saracen-investment-funds 

13.     Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

31.12.16 31.12.15

£ £

Analysis of total purchase costs

PURCHASES

Equities 5,169,001 6,165,530 

Net purchases before direct transaction costs 5,169,001 6,165,530 

% of total % of total

DIRECT TRANSACTION COSTS purchases purchases

Equities 29,952 0.58% 28,810 0.47%

Total direct transaction costs 29,952 0.58% 28,810 0.47%

Gross purchases total 5,198,953 6,194,340 

Analysis of total sale costs

SALES

Equities 7,663,727 7,521,712 

Gross sales before direct transaction costs 7,663,727 7,521,712 

% of total % of total

DIRECT TRANSACTION COSTS sales sales

Equities (13,776) 0.18% (14,612) 0.19%

Total direct transaction costs (13,776) 0.18% (14,612) 0.19%

Net sales total 7,649,951 7,507,100 

31.12.16 % of 31.12.15 % of

£ average NAV £ average NAV

Equities 43,728 0.18% 43,422 0.17%

Total direct transaction costs 43,728 0.18% 43,422 0.17%

Analysis of total direct transaction costs
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13. Transaction costs (continued) 

(b) Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.66%. This is 
calculated as the difference between the offer and bid value of the portfolio as a percentage of the 
offer value. 

14. Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. (31 December 

2015: £nil) 

15. Post balance sheet events 

Subsequent to the year-end, the net asset value per share of the B Accumulation shares has increased 
from 624.37p to 679.93p as at 11 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year-end. 
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Final Distribution (31 December 2016)

Group 1 - Shares purchased on or prior to 31 December 2015

Group 2 - Shares purchased after 31 December 2015

Shares Revenue Equalisation¹ Paid/Acc Paid/Acc

-umulated -umulated

28.02.17 31.03.16

(pence) (pence) (pence) (pence)

B Accumulation

Group 1 12.1026  - 12.1026 8.9189 

Group 2 9.1874 2.9152 12.1026 8.9189 

A Accumulation

Group 1 5.7177  - 5.7177 3.7806 

Group 2 5.6552 0.0625 5.7177 3.7806 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares).  It is the average amount 
of revenue included in the purchase price of all Group 2 shares and is refunded to holders of these shares as a return of 
capital.  Being capital, it is not liable to revenue tax but must be deducted from the cost of shares for capital gains tax 
purposes. 
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The Fund is a sub-fund of TB Saracen Investment Funds ICVC with investment powers equivalent to those of 
a UCITS Scheme as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

The investment objective of TB Saracen Global Income and Growth Fund (‘SGIG’) is to provide a degree of 
income to investors together with the aim of building capital.  To meet this objective, the Investment Manager 
will carefully select and invest in a diversified portfolio of primarily overseas securities which provide the 
potential for income and long-term capital growth.  These securities will be chosen from certain overseas 
markets, as well as the United Kingdom and may comprise equity and fixed interest securities. The number 
of securities held within the portfolio may be restricted if this is deemed to be necessary at the discretion of 

the Investment Manager.  The Fund may also invest in cash and near cash, deposits and collective investment 
schemes.  In addition to maximising returns, the Investment Manager will also seek to protect the capital of 
investors.  

The Investment Manager will employ a value based approach, using both quantitative and qualitative 
techniques to achieve the above objective. In addition to the objective of maximising returns, the Investment 
Manager will also seek to protect the capital of investors.   Whilst risk will be carefully controlled through 
diversification and rigorous analysis investor’s capital will be at risk and there is no guarantee that the 
investment objective will be achieved. 

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested. 

There is no guarantee that the Fund will meet its stated objectives. 

The movement in exchange rates may lead to further changes in the value of investments and the income 
from them. 

There is a risk that any company providing services such as safe keeping of assets or acting as counterparty 
to derivatives may become insolvent, which may cause losses to the Fund. 
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On 1 July 2016 T. Bailey Fund Services Limited replaced Saracen Fund Managers Limited as ACD of the Fund.  

On the same day the following changes also came into effect. These changes were all notified to existing 
shareholders in advance: 

- The income distribution dates were changed from 31 March and 30 September to 28/29 February 
and 31 August. 

- The accumulation share classes will now also pay six monthly distributions rather than annually. 

- The valuation point was changed from 11:45PM to 12PM. 

- The Administrator and Registrar was changed from SMT Fund Services (Ireland) to T. Bailey Fund 
Services Limited. 

- The Depositary was changed from BNY Mellon Trust & Depositary (UK) Limited to National 
Westminster Bank Plc. 

- The Custodian was changed from The Bank of New York Mellon to The Northern Trust Company. 

- There was a change to the fee structure including; ACD, Depositary, Custodian, Registrar and 
Administration fees. 

For more details of any of the above changes please contact clientservices@tbailey.co.uk 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 

higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. 

The Fund is in risk category 5 because it invests in shares, an asset class that has seen large rises and falls in 
recent years. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as ‘Operating charges 
(p.a.)’ in the Summary of Fund Performance tables on pages 43 to 46. 
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Performance 

   Cumulative returns for the periods ended 31 December 2016 

(%) 

    1 year 3 years 5 years 

B Accumulation Shares    31.64 35.75 92.94 

IA Global Equity Income Sector Average    23.21 33.48 76.36 

Source: Financial Express.  Total return, bid to bid. Sterling terms. 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 

 

Investment Review 

The year under review provided very healthy returns for equity investors.  SGIG achieved a total return of 
+31.6% (B Accumulation shares) over the past twelve months, which compared very favorably to +23.2% 
for the IA Global Equity Income Sector.  Total return on the Gilts All Stocks Index was +18.5% while cash 
provided +0.6%.  The total dividend for the year increased by over 8% to 4.27p (B Distribution Shares).   

Since inception on 8 June 2011 to 31 December 2016, SGIG has delivered second quartile performance 
achieving a total return of +89.1% against a total return of +71.4% from the IA Global Equity Income Sector. 

Global equity markets continued to be extremely volatile in 2016.  The year started very weakly on the back 
of increased concerns regarding the health of the global economy, with China a particular focus.  Thankfully 
markets regained their poise in March/April when both macro and micro economic news-flow proved much 
better than feared.  The summer months were dominated by the “Brexit” decision in the UK.  Despite initial 
negative reaction, markets soon recovered on further Bank of England interest rate cuts and the material 
depreciation of Sterling. The predicted economic Armageddon in the UK failed to materialize.  From August 
onwards, a theme developed that central bankers having now exhausted monetary policy required an agenda 
to move quickly towards a meaningful fiscal stimulus.  Bond yields began to normalize and market leadership 
changed.  The rotation out of expensive defensives into financials and cyclicals accelerated after the Trump 
presidential win in November.  The year ended with US and UK markets reaching all-time highs as investors 
began to focus on a pick-up in economic activity. 

At a corporate level, confidence is slowly returning and companies have started to employ their strong balance 
sheets to acquire other businesses, as well as repurchase shares and grow their dividends.   

 
Portfolio Review 

As in previous years, we have been surprised at both the differential and scale of share price movements for 
the constituents of SGIG which is intended to provide steady and predictable returns.  Nevertheless, a number 
of patterns can be identified: 

 A significant recovery in commodity prices helped companies in the mining and oil sectors outperform 
materially.  Our investments in BP (+43%), BHP Billiton (+26%), Chevron (+57%), RD Shell 
(+27%) and Rio Tinto (+58%) all had an excellent year. 

 The financial sector rebound during the second half of 2016 as bond yields began to normalise from 
their all-time low levels.  DBS (+22%), HSBC (+22%), JP Morgan (+73%) and Mizuho Financial 
Group (+33%) contributed robustly to performance. 
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 Our high-quality industrial cyclical businesses had a very good year given the improvement in the 
macro-economic backdrop.  The biggest contributors to performance were ABB (+41%), 
Caterpillar (+46%), Dow Chemicals (+34%), Emerson Electric (+35%) and SKF (+35%). 

 Some of the new purchases in 2016 made a significant positive impact on performance.  Our 
investments in Apple (+37%), Covestro (+126%), Harley Davidson (+53%) and LVMH (+28%) 
have all performed well since being introduced to the portfolio. 

 The pharmaceutical sector had a mixed year as concerns over drug pricing intensified around the US 
Election. Johnson & Johnson (+35%), Merck (+34%) and Pfizer (+21%) were all positive 
contributors whilst AstraZeneca (-4%), Novartis (+1%) and Roche (-1%) had disappointing 
years.      

 Our technology holdings also had a strong year, with Amadeus IT (+24%), IBM (+45%) and 

Microsoft (+36%) all performing well.  

Elsewhere, Deutsche Post (+39%), DSM (+54%) and Garmin (+66%) proved to be solid contributors.  
Conversely, Hugo Boss (-12%), SES (-4%) and UBS (-4%), performed poorly.  

Such a review fails to consider any activity over the course of the year.  In particular, we took advantage of 
share price weakness to increase holdings in lagging industrial companies which, we believe, will benefit from 
stronger demand.   

Given the significant market volatility during the year, we were more active than usual disposing of nineteen 
holdings and acquiring new positions in twelve companies.  Our decisions to sell over the year were split into 
three categories.  The first group resulted from shares appreciating and reaching valuations which, we believed 
could not be justified by the anticipated future level of earnings: Caterpillar, Emerson, Garmin, 
GlaxoSmithKline, McDonalds, Proctor & Gamble, Royal DSM and Tiger Brands were in this band.  
The second group resulted from deteriorations in our ‘worst case’ expectations which meant that the risk 
profiles were no longer valid for SGIG.  Following a reassessment of the prospects for Barclays, MTN and 
Syngenta we sold these securities.  The third group relates to situations which we classify as a “portfolio 

upgrade” where we identify new stocks which are more attractive for the portfolio than those currently held.  
These included Aviva, BASF, BHP, Ericsson, JLT, RD Shell, Sanofi, and Telenor. 

The new stocks introduced to SGIG were diverse in their activities.  Our analysis indicated that all these 
companies should be capable of providing shareholders with a predictable and rising level of dividend growth 
from a reasonable starting yield while trading on valuations which allow for some capital appreciation.  The 
companies can be divided into a number of subsets: 

 Global leading business with very cheap valuations and attractive dividend yields which had been 
sold off indiscriminately as part of the wider market dislocation in early 2017.  These include Apple, 
Harley Davidson and LVMH. 

 Financials, and Banks in particular, which are not priced for any recovery in earnings.  We identified 
a couple of high-quality banks with market-leading positions which have very strong Tier 1 Capital, 
low valuations and high dividend yields.  Our new holdings were JP Morgan and Mizuho Financial 
Group. 

 Economically-sensitive companies which are not priced for economic recovery.  We identified a couple 

of top-quality companies with decent margins and balance sheets, namely Covestro and 
Prosieben. 

 Companies with incredibly strong Balance Sheets, cheap valuations and attractive starting yields such 
as Asahi Group, Cisco, H&R Block, Imperial Brands and Novo Nordisk. 

We continue to have significant exposure to the industrial and the financial sectors.  This move has resulted 
from identifying superior value in more economically-sensitive companies.  By contrast, some of our favoured 
global consumer goods holdings have simply become too expensive.  
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The asset allocations at the year-end are shown in the table below: 
 

Sector Asset allocation as at  

31 December 2016  

(%) 

Asset allocation as at  

31 December 2015 

(%) 

Bermuda - 1.5 

Denmark 1.0 - 

Finland 1.8 1.9 

France 9.2 6.3 

Germany 11.5 6.5 

Japan 3.8 - 

Luxembourg 3.1 1.9 

Netherlands - 1.9 

Norway - 2.1 

Singapore 2.6 2.3 

South Africa - 3.4 

Spain 1.6 1.5 

Sweden 2.0 3.1 

Switzerland 11.1 14.4 

United Kingdom 17.3 26.3 

United States 34.1 26.4 

Cash and Other 0.9 0.5 

Total 100.0 100.0 

The full list of holdings at the year-end is shown in the portfolio statement on pages 40 to 42. 

 
Prospects 

Although the tilt of the portfolio altered throughout last year, our investment approach has remained 
consistent.  SGIG comprises a portfolio of global-leading companies with defendable market positions, high 
margins and strong balance sheets.  Our analysis continues to indicate that valuations are reasonable, and 
the portfolio should be capable of providing healthy dividend growth.   

It appears clear to us that bond yields have now bottomed and will continue to reverse from current extreme 
levels.  We, therefore, expect the trends in the stock market which started in August and have been 
accelerated by Trump’s election win to continue, namely: expensive defensives will de-rate and the more 
cyclical sectors including financials, where we find significant value, will re-rate and outperform. 

Our portfolio contains 42 high conviction holdings across a variety of sectors, which we believe offer attractive 
returns, both in capital and income.  The Fund has delivered strong returns since launch and, as ever, 
investors’ interests remain aligned with our own, given our significant investment in the Fund. 

Thank you for your support over the past year.  We look forward to providing further value to our fellow 
shareholders over the coming year. 

 

 

 

Graham Campbell     David Keir 
Co-Fund Manager     Co-Fund Manager 
Saracen Fund Managers Limited   Saracen Fund Managers Limited 
21 April 2017      21 April 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Denmark

(1.0%; 31.12.15 - 0.0%)

26,000 Novo-Nordisk 757,322 1.0

757,322 1.0

Finland

(1.8%; 31.12.15 - 1.9%)

37,500 Wartsila 1,366,252 1.8

1,366,252 1.8

France

(9.2%; 31.12.15 - 6.3%)

118,000 AXA 2,412,105 3.2

67,000 Compagnie De Saint Gobain 2,524,423 3.4

12,400 LVMH Moet Hennessy Louis Vuitton 1,914,807 2.6

6,851,335 9.2

Germany

(11.5%; 31.12.15 - 6.5%)

20,100 Bayerische Motoren Werke Aktiengesellschaft 1,520,308 2.0

27,200 Covestro 1,515,929 2.0

67,500 Deutsche Post 1,792,654 2.4

38,400 Hugo Boss 1,898,559 2.6

58,460 Prosiebensat.1 Media 1,821,674 2.5

8,549,124 11.5

Japan

(3.8%; 31.12.15 - 0.0%)

40,000 Asahi 1,021,432 1.4

1,215,000 Mizuho Financial 1,760,662 2.4

2,782,094 3.8  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Luxembourg

(3.1%; 31.12.15 - 1.9%)

127,000 SES 2,265,344 3.1

2,265,344 3.1

Singapore

(2.6%; 31.12.15 - 2.3%)

200,000 DBS Group 1,943,510 2.6

1,943,510 2.6

Spain

(1.6%; 31.12.15 - 1.5%)

32,050 Amadeus 1,179,438 1.6

1,179,438 1.6

Sweden

(2.0%; 31.12.15 - 3.1%)

99,500 SKF 1,482,519 2.0

1,482,519 2.0

Switzerland

(11.1%; 31.12.15 - 14.4%)

57,500 ABB 981,640 1.3

42,250 Novartis 2,488,257 3.4

13,055 Roche Holding 2,413,442 3.2

186,000 UBS 2,357,892 3.2

8,241,231 11.1  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

United Kingdom

(17.3%; 31.12.15 - 26.3%)

400,000 Ashmore 1,130,800 1.5

35,400 AstraZeneca 1,567,512 2.1

385,000 BP 1,961,575 2.6

45,000 Diageo 949,275 1.3

495,000 GKN 1,633,995 2.2

280,000 HSBC Holdings 1,838,200 2.5

42,000 Imperial Brands 1,485,540 2.0

72,600 Rio Tinto 2,289,804 3.1

12,856,701 17.3

United States

(34.1%; 31.12.15 - 26.4%)

24,150 Apple 2,267,047 3.0

21,000 Chevron 2,004,360 2.7

45,000 Cisco Systems 1,102,755 1.5

59,950 Dow Chemical 2,779,853 3.7

74,500 General Electric 1,909,591 2.6

69,500 H&R Block 1,294,818 1.7

37,000 Harley Davidson 1,749,254 2.4

19,350 IBM 2,602,842 3.5

45,600 Invesco 1,121,524 1.5

10,500 Johnson & Johnson 980,567 1.3

25,000 JP Morgan Chase 1,748,987 2.4

40,500 Merck & Co 1,932,119 2.6

36,590 Microsoft 1,842,843 2.5

75,000 Pfizer 1,974,676 2.7

25,311,236 34.1

Portfolio of investments 73,586,106 99.1

Net other assets 648,793 0.9

Total net assets 74,234,899 100.0  

All holdings are in equities listed on recognised stock exchanges. 

‘Bermuda’ sector disinvested since the beginning of the period (31 Dec 2015: 1.5%). ‘Netherlands’ sector disinvested since 
the beginning of the period (31 Dec 2015: 1.9%). ‘Norway’ sector disinvested since the beginning of the period (31 Dec 
2015: 2.1%). ‘South Africa’ sector disinvested since the beginning of the period (31 Dec 2015: 3.4%). 
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1 Jan 2016 to 1 Jan 2015 to 1 Jan 2014 to

B Accumulation Shares 31 Dec 2016 31 Dec 2015 31 Dec 2014

(P ence per Share) (P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 143.35 143.32 139.01

  Return before operating charges* 46.41 7.03 9.31

  Operating charges (1.65) (7.00) (5.00)

  Return after operating charges* 44.76 0.03 4.31

  Closing net asset value per share 188.11 143.35 143.32

  Retained distributions on accumulation shares 4.93 4.00 4.00

  * after direct transaction costs of: 0.18 1.00 0.00

Performance

  Return after charges 31.22% 0.02% 3.10%

Other information

  Closing net asset value £17,982,215 £12,895,490 £16,763,078

  Closing number of shares 9,559,545 8,995,607 11,696,285

  Operating charges (p.a) 1.01% 1.06% 1.02%

  Direct transaction costs (p.a) 0.11% 0.24% 0.32%

Prices

Highest published share price 189.74 162.69 147.87

Lowest published share price 127.46 132.56 132.28
 

 
Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Jan 2016 to 1 Jan 2015 to 1 Jan 2014 to

B Distribution Shares 31 Dec 2016 31 Dec 2015 31 Dec 2014

(P ence per Share) (P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 125.04 128.89 128.92

  Return before operating charges* 39.80 3.15 7.97

  Operating charges (1.41) (3.00) (4.00)

  Return after operating charges* 38.39 0.15 3.97

  Distributions on income shares (4.27) (4.00) (4.00)

  Closing net asset value per share 159.16 125.04 128.89

  * after direct transaction costs of: 0.16 0.00 0.00

Performance

  Return after charges 30.70% 0.12% 3.08%

Other information

  Closing net asset value £48,893,292 £33,574,386 £21,787,659

  Closing number of shares 30,719,506 26,850,638 16,904,407

  Operating charges (p.a.) 1.01% 1.06% 1.02%

  Direct transaction costs (p.a) 0.11% 0.24% 0.32%

Prices

Highest published share price 161.92 146.31 135.72

Lowest published share price 111.18 116.74 119.77
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Jan 2016 to 1 Jan 2015 to 1 Jan 2014 to

A Accumulation Shares 31 Dec 2016 31 Dec 2015 31 Dec 2014

(P ence per Share) (P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 115.25 116.11 113.46

  Return before operating charges* 37.11 23.14 17.65

  Operating charges (2.27) (24.00) (15.00)

  Return after operating charges* 34.84 (0.86) 2.65

  Closing net asset value per share 150.09 115.25 116.11

  Retained distributions on accumulation shares 3.47 3.00 3.00

  * after direct transaction costs of: 0.15 2.00 2.00

Performance

  Return after charges 30.23% (0.74)% 2.34%

Other information

  Closing net asset value £2,966,480 £2,640,192 £3,187,980

  Closing number of shares 1,976,454 2,290,754 2,745,761

  Operating charges (p.a) 1.76% 1.81% 1.77%

  Direct transaction costs (p.a) 0.11% 0.24% 1.54%

Prices

Highest published share price 151.42 131.52 119.85

Lowest published share price 102.39 106.78 107.33
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 Jan 2016 to 1 Jan 2015 to 1 Jan 2014 to

A Distribution Shares 31 Dec 2016 31 Dec 2015 31 Dec 2014

(P ence per Share) (P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 106.39 110.07 110.51

  Return before operating charges* 33.70 14.32 11.56

  Operating charges (2.06) (15.00) (9.00)

  Return after operating charges* 31.64 (0.68) 2.56

  Distributions on income shares (3.18) (3.00) (3.00)

  Closing net asset value per share 134.85 106.39 110.07

  * after direct transaction costs of: 0.13 1.00 1.00

Performance

  Return after charges 29.74% (0.62)% 2.32%

Other information

  Closing net asset value £4,392,912 £4,069,123 £4,952,701

  Closing number of shares 3,257,633 3,824,544 4,499,419

  Operating charges (p.a.) 1.76% 1.81% 1.77%

  Direct transaction costs (p.a) 0.11% 0.24% 1.00%

Prices

Highest published share price 136.96 124.68 115.96

Lowest published share price 94.52 99.33 102.25
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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31.12.16 31.12.15

Notes £ £ £

Income

  Net capital gains/(losses) 2 12,466,892 (1,528,825)

  Revenue 3 2,202,695 1,930,019 

Expenses 4 (674,294) (588,499)

Interest payable and similar charges 6 (158) (50)

Net revenue before taxation 1,528,243 1,341,470 

Taxation 5 (50,827) (201,735)

Net revenue after taxation 1,477,416 1,139,735 

Total return/(loss) before distributions 13,944,308 (389,090)

Distributions 6 (1,829,453) (1,432,983)

12,114,855 (1,822,073)
Change in net assets attributable to 

shareholders from investment activities  

31.12.16 31.12.15

Notes £ £ £

Opening net assets attributable to shareholders 53,123,254 46,691,418 

Movements due to sales and repurchases of shares:

Amounts receivable on issue of shares 67,687,972 21,244,601 

Amounts payable on cancellation of shares (59,230,806) (13,459,191)

8,457,166 7,785,410 

12,114,855 (1,822,073)

Retained distributions on accumulation shares 6 539,624 468,499 

Closing net assets attributable to shareholders 74,234,899 53,123,254 

Change in net assets attributable to shareholders 

from investment activities

 

 
 

TB SARACEN GLOBAL INCOME AND GROWTH FUND, STATEMENT OF TOTAL RETURN 
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Notes 31.12.16 31.12.15

£ £

Assets:

Fixed Assets:

 Investments 73,586,106 52,837,473 

Current Assets:

 Debtors 7 440,469 208,327 

 Cash and bank balances 8 747,156 547,693 

Total assets 74,773,731 53,593,493 

Liabilities:

Creditors:

 Distribution payable on income shares 6 449,860 355,978 

 Other creditors 9 88,972 114,261 

Total liabilities 538,832 470,239 

Net assets attributable to shareholders 74,234,899 53,123,254  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standards (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of the Authorised Corporate Director’s Responsibilities, the ACD 
continues to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Recognition of revenue 

Dividends on holdings, net of any irrecoverable tax, are recognised when the underlying security is 
quoted ex-dividend.  Bank interest is accounted for on an accruals basis. 

(c) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(d) Treatment of expenses 

All expenses are spilt 50% to capital and 50% to revenue, except those relating to the purchase and 

sale of investments which are charged in full to the capital account. 

(e) Allocation of revenue and expenses to multiple share classes 

Any assets or liabilities not attributable to a particular share class are allocated by the ACD in a manner 
which is considered fair to shareholders in general, usually pro-rata based on the net asset values of 
the relevant share classes. 

(f) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 
apply. 

(g) Distribution policy 

Revenue produced by the Fund’s investments accrues six-monthly.  At the end of each period, the 
revenue, plus an adjustment for expenses allocated to capital and less the expenses allocated to the 
revenue account, is accumulated/distributed at the discretion of the Investment Manager as per the 
prospectus. 

TB SARACEN GLOBAL INCOME AND GROWTH FUND, NOTES TO THE FINANCIAL STATEMENTS 

As at 31 December 2016 
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1. Accounting policies (continued) 

(h) Exchange rates 

Assets and liabilities in overseas currencies at the period end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(i) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

2. Net capital gains/(losses) 

31.12.16 31.12.15

£ £

Non-derivative securities 7,791,695 (1,347,915)

Currency gains/(losses) 4,677,278 (176,517)

Transaction charges (2,081) (4,393)

Net capital gains/(losses) 12,466,892 (1,528,825)  

3. Revenue 

31.12.16 31.12.15

£ £

UK franked dividends 339,882  - 

Overseas dividends 1,866,228 1,930,007 

Unfranked income currency losses (3,416)  - 

Bank interest 1 12 

Total revenue 2,202,695 1,930,019  
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4. Expenses 

31.12.16 31.12.15

£ £

Annual management charge 504,314 433,467 

Registration fees 18,815  - 

Administration fees 72,514 73,973 

595,643 507,440 

Depositary's fees 31,767 29,954 

Safe custody fees 21,159 28,072 

52,926 58,026 

Other expenses:

Audit fee 6,932 9,000 

Tax fee 4,560 1,680 

FCA fee 179  - 

Other expenses 14,054 12,353 

25,725 23,033 

Total expenses 674,294 588,499 

31.12.16 31.12.15

£ £

Total audit fee 6,932 9,000 

Total non audit fees - Tax compliance services 4,560 1,680 

Payable to the ACD, associates of the ACD and 

agents of either:

Payable to the Depositary, associates of the 

Depositary and agents of either:

Fees payable to the company auditor for the audit 

of the companies annual accounts:
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5. Taxation 

(a) Analysis of the charge in the year 

31.12.16 31.12.15

£ £

Analysis of charge in the year

Overseas tax 50,827 201,735 

Total current tax for the year (see note 5(b)) 50,827 201,735 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year 50,827 201,735  

(b) Factors affecting the current taxation charge for the year 

The taxation assessed for the year is lower than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

31.12.16 31.12.15

£ £

Net revenue before taxation 1,528,243 1,341,470 

Corporation tax at 20% 305,649 268,294 

Effects of:

Revenue not subject to taxation (441,222) (385,992)

Excess expenses for which no relief taken 135,573 117,698 

Overseas taxation 50,827 201,735 

Current tax charge for the year (see note 5(a)) 50,827 201,735  

(c) Provision for deferred tax 

As at 31 December 2016, the Fund had surplus management expenses of £2,023,762. (31 December 
2015: £1,345,896). The deferred tax in respect of this would be £404,752 (31 December 2015: 
£269,179).  It is unlikely that the Fund will generate sufficient taxable profits in the future to utilise 
these expenses and therefore no deferred tax asset has been recognised at the year-end (see note 
(5a)). 
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

 

31.12.16 31.12.15

£ £

Interim - Income 883,253 731,194 

Final - Income 449,860 355,982 

1,333,113 1,087,176 

Interim - Accumulation  -  - 

Final - Accumulation 539,624 468,499 

539,624 468,499 

Add: Revenue deducted on cancellation of shares 67,231 81,417 

Deduct: Revenue received on issue of shares (110,515) (204,109)

Net distribution for the year 1,829,453 1,432,983 

Interest 158 50 

Total finance costs 1,829,611 1,433,033 

Reconciliation to net distribution for the year

Net revenue after taxation 1,477,416 1,139,735 

Expenses allocated to capital, net of tax relief 337,147 294,251 

Revenue currency gains 14,890 236 

Losses/(undistributed income) carried forward  - (1,239)

Net distribution for the year 1,829,453 1,432,983  

 

Details of the distributions per share are set out on page 62. 
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7. Debtors 

31.12.16 31.12.15

£ £

Amounts receivable for issue of shares 219,531 50,720 

Accrued revenue 61,888 42,365 

Income tax recoverable 159,050 115,242 

Total debtors 440,469 208,327  

8. Cash and bank balances 

31.12.16 31.12.15

£ £

Cash and bank balances 747,156 547,693 

Total cash and bank balances 747,156 547,693  

9. Other creditors 

31.12.16 31.12.15

£ £

Amounts payable for cancellation of shares 6,327 48,609 

Accrued annual management charge 55,988 37,871 

Accrued registration fees 3,672  - 

Accrued administration fees 9,071  - 

Accrued depositary fees 3,222 7,169 

Accrued custody fees 1,684  - 

Accrued audit fees 6,480  - 

Accrued tax fees 2,280  - 

Accrued FCA fees 179  - 

Accrued other expenses  - 20,612 

Debit interest payable 69  - 

Total creditors 88,972 114,261  
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10. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. As at 31 December 2016, one single shareholder held shares 
amounting to approximately 35% of the Fund’s total net asset value.   

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 
any balances due at the year-end, are fully disclosed in the notes to the Financial Statements. 

11. Share classes 

As at the year-end, the Fund had four share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

B Accumulation

Opening shares at the start of the period 8,995,607.000 

Net creation of shares in the period 563,938.026 

Closing shares at the end of the period 9,559,545.026 

B Distribution

Opening shares at the start of the period 26,850,638.000 

Net creation of shares in the period 3,868,868.128 

Closing shares at the end of the period 30,719,506.128 

A Accumulation

Opening shares at the start of the period 2,290,754.000 

Net cancellation of shares in the period (314,300.408)

Closing shares at the end of the period 1,976,453.592 

A Distribution

Opening shares at the start of the period 3,824,544.000 

Net cancellation of shares in the period (566,911.369)

Closing shares at the end of the period 3,257,632.631  
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11. Share classes (continued) 

The annual management charge of each share class is as follows: 

A Accumulation Shares   1.50% p.a. 

B Accumulation Shares    0.75% p.a. 

A Distribution Shares   1.50% p.a. 

B Distribution Shares    0.75% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 43 to 46.  The distributions 
per share class are given in the distribution table on page 62. All share classes have the same rights 
on winding up. 

12. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a) Currency exposures 

The Fund’s financial assets are invested in securities whose prices are quoted in various different 

currencies.  This gives rise to a direct currency exposure, details of which are shown in the following 
table. 

Monetary Non- Total Monetary Non- Total

exposures monetary exposures monetary

exposures exposures

£'000 £'000 £'000 £'000 £'000 £'000

Euro  - 20,303 20,303  - 10,726 10,726 

Danish Krone  - 757 757  -  -  - 

Japanese Yen  - 2,789 2,789  -  -  - 

Norwegian Krone  - 15 15  - 1,156 1,156 

Singapore Dollar  - 1,944 1,944  - 1,195 1,195 

South African Rand  -  -  -  - 1,801 1,801 

Swedish Krona  - 1,483 1,483  - 1,658 1,658 

Swiss Franc  - 8,294 8,294  - 6,663 6,663 

US Dollar  - 25,366 25,366  - 15,830 15,830 

Net foreign currency assets

at 31 December 2016

Net foreign currency assets

at 31 December 2015
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12. Risk management policies (continued) 

(a) Currency exposures (continued) 

If GBP to foreign currency exchange rates had strengthened by 10% as at the balance sheet date, the 
net asset value of the Fund would have decreased by £5,520,855. If GBP to foreign currency exchange 
rates had weakened by 10% as at the balance sheet date, the net asset value of the Fund would have 
increased by £6,747,712. These calculations assume all other variables remain constant. 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in equities.  The Fund does not have any long 
term financial liabilities.  The Fund is affected by the impact of movements in interest rates on its own 
cash balances. 

The direct exposure of the Fund to interest rate risk as at the balance sheet date is shown in the 
following table:  

Floating Fixed Financial Floating Financial Total

rate rate assets rate liabilities

financial financial not financial not

assets assets interest liabilities interest

bearing bearing

£'000 £'000 £'000 £'000 £'000 £'000

31.12.16

Euro  -  - 20,303  -  - 20,303 

Danish Krone  -  - 757  -  - 757 

Japanese Yen  -  - 2,789  -  - 2,789 

Norwegian Krone  -  - 15  -  - 15 

Sterling 747  - 13,076  - (539) 13,284 

Singapore Dollar  -  - 1,944  -  - 1,944 

Swedish Krona  -  - 1,483  -  - 1,483 

Swiss Franc  -  - 8,294  -  - 8,294 

US Dollar  -  - 25,366  -  - 25,366 

31.12.15

Euro  -  - 10,726  -  - 10,726 

Norwegian Krone  -  - 1,156  -  - 1,156 

Sterling 548  - 14,016  - (470) 14,094 

Singapore Dollar  -  - 1,195  -  - 1,195 

South African Rand  -  - 1,801  -  - 1,801 

Swedish Krona  -  - 1,658  -  - 1,658 

Swiss Franc  -  - 6,663  -  - 6,663 

US Dollar  -  - 15,830  -  - 15,830  
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12. Risk management policies (continued) 

(b)     Cash flow risk and interest rate risk profile of financial assets and liabilities (continued) 

Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table.  The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 
asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk 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 and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 
obligations. The Fund only buys and sells investments through brokers which have been approved by 

the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The Fund’s underlying investments are equities quoted on recognised stock exchanges. The value of 
shares is not fixed and may go down as well as up.  This may be the result of a specific factor affecting 
the value of an individual share held within an underlying holding or be caused by general market 
factors (such as government policy or the health of the underlying economy) which can affect the 
entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of equities in 
line with the investment objectives.  In addition, the management of the Fund complies with the 
Financial Conduct Authority’s Collective Investment Schemes sourcebook, which includes rules 
prohibiting a holding greater than 20% of the assets of the Fund in any one underlying investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £7,358,611 (31 December 2015: £5,282,747). This 
calculation assumes all other variables remain constant. 
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12. Risk management policies (continued) 

(f) Fair value of financial assets and liabilities 

31 December 2016 31 December 2015

Valuation technique £ £

Quoted prices for identical instruments in active markets 73,586,106 52,827,473 

Prices of recent transactions for identical instruments  -  - 

Valuation techniques using observable market data  -  - 

Valuation techniques using non-observable data  -  - 

73,586,106 52,827,473 

INVESTMENT ASSETS

 

As at the year-end there were no investment liabilities (31 December 2015: £nil). There is no material 
difference between the value of the financial assets and liabilities, as shown in the balance sheet, and 
their fair value. 

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date (31 December 2015: £nil). 
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13.     Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

31.12.16 31.12.15

£ £

Analysis of total purchase costs

PURCHASES

Equities 19,727,471 27,986,508 

Net purchases before direct transaction costs 19,727,471 27,986,508 

% of total % of total

DIRECT TRANSACTION COSTS purchases purchases

Equities 45,516 0.23% 90,127 0.32%

Total direct transaction costs 45,516 0.23% 90,127 0.32%

Gross purchases total 19,772,987 28,076,635 

Analysis of total sale costs

SALES

Equities 16,058,431 20,256,171 

Gross sales before direct transaction costs 16,058,431 20,256,171 

% of total % of total

DIRECT TRANSACTION COSTS sales sales

Equities (23,858) 0.15% (39,805) 0.20%

Total direct transaction costs (23,858) 0.15% (39,805) 0.20%

Net sales total 16,034,573 20,216,366 

31.12.16 % of 31.12.15 % of

£ average NAV £ average NAV

Equities 69,374 0.11% 129,932 0.24%

Total direct transaction costs 69,374 0.11% 129,932 0.24%

Analysis of total direct transaction costs
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13.     Transaction costs (continued) 

(b) Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.09%. This is 
calculated as the difference between the offer and bid value of the portfolio as a percentage of the 
offer value. 

14.     Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. (31 December 

2015: £nil) 

15. Post balance sheet events 

Subsequent to the year-end, the net asset value per share of the B Accumulation shares has increased 
from 188.11p to 199.77p as at 11 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year-end. 
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Interim Distribution (30 June 2016)

Group 1 - Shares purchased on or prior to 31 December 2015

Group 2 - Shares purchased after 31 December 2015

Shares Revenue Equalisation¹ Paid/Acc Paid/Acc

-umulated -umulated

30.09.16 30.09.15

(pence) (pence) (pence) (pence)

B Distribution

Group 1 2.9003  - 2.9003 2.7300 

Group 2 1.4518 1.4485 2.9003 2.7300 

A Distribution

Group 1 2.2654  - 2.2654 2.1100 

Group 2 1.2201 1.0453 2.2654 2.1100 

Final Distribution (31 December 2016)

Group 1 - Shares purchased on or prior to 30 June 2016

Group 2 - Shares purchased after 30 June 2016

Shares Revenue Equalisation¹ Paid/Acc Paid/Acc

-umulated -umulated

28.02.17 31.03.16

(pence) (pence) (pence) (pence)

B Distribution

Group 1 1.3676  - 1.3676 1.2100 

Group 2 0.4907 0.8769 1.3676 1.2100 

A Distribution

Group 1 0.9122  - 0.9122 0.8300 

Group 2 0.2614 0.6508 0.9122 0.8300 

B Accumulation

Group 1 4.9275  - 4.9275 4.4100 

Group 2 2.2274 2.7001 4.9275 4.4100 

A Accumulation

Group 1 3.4693  - 3.4693 3.1200 

Group 2 1.4146 2.0547 3.4693 3.1200 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares).  It is the average amount 
of revenue included in the purchase price of all 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 but must be deducted from the cost of shares for capital gains tax 
purposes. 
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The Fund is a sub-fund of TB Saracen Investment Funds ICVC with investment powers equivalent to those of 
a UCITS Scheme as defined in the Glossary to the Financial Conduct Authority (‘FCA’) Handbook. 

The investment objective of TB Saracen UK Income Fund is to provide income exceeding 110% of the dividend 
income of MSCI UK All Cap Index and an overall return (income plus capital growth) which is superior to that 
index. 

At least 80% of the Fund will be invested in the shares of UK companies (those companies listed on a UK 
stock exchange).  The Fund may also invest in the shares of companies in overseas markets, bonds, other 
funds (up to a maximum of 10%) and cash and cash-like investments. 

The Investment Manager will employ a value based approach, using both quantitative and qualitative 
techniques to achieve the above objective. In addition to the objective of maximising returns, the Investment 
Manager will also seek to protect the capital of investors.   Whilst risk will be carefully controlled through 
diversification and rigorous analysis investor’s capital will be at risk and there is no guarantee that the 
investment objective will be achieved. 

* Please note that the investment objective of the Fund was changed on 1 July 2016. The previous investment 
objective was to provide income exceeding 110% of the dividend income of FTSE All Share index and an 
overall return (income plus capital growth) which is superior to that index. 

As the Fund will invest primarily in UK listed shares, the Fund will have greater exposure to UK market, political 
and economic risks than a fund which diversifies across a number of countries. 

The value of the investments may go down as well as up in response to general market conditions and the 
performance of the assets held. Investors may not get back the money which they invested. 

There is no guarantee that the Fund will meet its stated objectives. 

The movement in exchange rates may lead to further changes in the value of investments and the income 
from them. 

There is a risk that any company providing services such as safe keeping of assets or acting as counterparty 
to derivatives may become insolvent, which may cause losses to the Fund. 
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On 1 July 2016 T. Bailey Fund Services Limited replaced Saracen Fund Managers Limited as ACD of the Fund.  

On the same day the following changes also came into effect. These changes were all notified to existing 
shareholders in advance: 

- The income distribution dates were changed from 31 March and 30 September to 28/29 February 
and 31 August. 

- The accumulation share class will now also pay six monthly distributions rather than annually. 

- The valuation point was changed from 11:45PM to 12PM. 

- The benchmark of the Fund was changed from FTSE All Share Index to MSCI UK All Cap Index. 

- The Administrator and Registrar was changed from SMT Fund Services (Ireland) to T. Bailey Fund 
Services Limited. 

- The Depositary was changed from BNY Mellon Trust & Depositary (UK) Limited to National 
Westminster Bank Plc. 

- The Custodian was changed from The Bank of New York Mellon to The Northern Trust Company. 

- There was a change to the fee structure including; ACD, Depositary, Custodian, Registrar and 
Administration fees. 

For more details of any of the above changes please contact clientservices@tbailey.co.uk 

The Synthetic Risk and Reward Indicator demonstrates in a standard format where the Fund ranks in terms 
of its potential risk and reward. It is based on historical performance data, may change over time and may 
not be a reliable indication of the future risk profile of the Fund. The indicator uses a scale of 1 to 7. The 
higher the rank the greater the potential reward but the greater the risk of losing money. The lowest category 
does not mean a fund is a risk free investment. 

The Fund is in risk category 5 because it invests in shares, an asset class that has seen large rises and falls in 
recent years. 

The Ongoing Charges Figure (‘OCF’) provides investors with a clearer picture of the total annual costs in 
running a Collective Investment Scheme. The OCF consists principally of the annual management charge, but 
also includes the costs for other services paid in respect of depositary, custody, FCA, audit fees and transaction 
charges. The OCFs, as calculated in accordance with ESMA guidelines, are disclosed as ‘Operating charges 
(p.a.)’ in the Summary of Fund Performance tables on pages 73 and 74. 
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Performance 

   Cumulative returns for the periods ended 31 December 2016 

(%) 

    6 months 1 year From launch1 

B Accumulation Shares    19.27 5.27 3.62 

MSCI UK All Cap Index    11.79 17.29 11.96 

¹ From 1 April 2015. 

Source: Financial Express. Total return, bid to bid. Sterling terms. 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 

Economic & Market Review  

The UK stock market enjoyed a strong year, with the MSCI All Cap Index rising 17.3%.  As was the case in 
2015, however, there were large variances depending on market capitalisation.  The FTSE 100 led the way 
with a total return of 19.1%, followed by the FTSE Small Cap with 14.3%.  The Mid 250 index was relatively 
weak, returning 6.7% as the post Brexit fallout impacted.  The FTSE 250 relies more on domestic earners and 
was negatively affected by sterling weakness. 

It was a year of extreme volatility and major political dramas.  Markets fell sharply in the early months of 2016 
and, at the low point in February, UK equities had fallen 10% since the start of the year as investors fretted 
about global growth, commodity pricing and the banking sector.  It was only later in February that we saw 
signs of trend reversion – commodity prices rose sharply from depressed levels, as did emerging markets, 
whilst fears of a further global banking crisis soon receded. 

The decision by the UK to leave the EU on 23 June was a seminal one which dominated the investment 
landscape for the remainder of the year.  The pound bore the brunt of investors concerns, falling around 15% 
against the US dollar and the Euro post Brexit.  These were seismic shifts for currency markets, reflecting the 
historic and unprecedented nature of the referendum decision.  Over the summer, Government bonds 
continued to benefit from a flight to safety with UK 10-year gilts reaching yields of 0.5%, an all-time low, and 
German and Japanese yields turning negative. 

This bull market in fixed income, however, was reversed somewhat by the second major political event of the 
year: the election in November of Donald Trump as US president.  This led to further strength in global equity 
markets and a renewed appetite for riskier assets such as financial shares, coupled with a sell-off in defensive 
sectors and other perceived safe havens.  Gold, consumer staple shares and government bonds were all 
subject to significant profit-taking. 

Against this backdrop, there were significant sector divergences with oil & gas, mining, industrials and 

technology all rising sharply.  At the other extreme, retailing, housebuilding and leisure sectors struggled.  
There was a clear distinction between large, overseas earners and more cyclical, domestic sectors.  

Portfolio Review 

The Fund had a disappointing year with the period post-Brexit being particularly difficult.  The Fund was very 
poorly positioned for this outcome and saw major falls in its value following the result, such that during the 
first half of 2016 the Accumulation shares fell 11.7%.  Our bias towards mid and small-cap companies, financial 
and consumer sectors and a correspondingly low allocation to defensive sectors gave rise to a perfect storm 
for the portfolio during the summer months.  We had very limited exposure to the best performing large 
companies which rallied significantly after the referendum, as sterling weakness boosted their international 
earnings.  

TB SARACEN UK INCOME FUND, INVESTMENT REVIEW 
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The Fund enjoyed a strong recovery during the second half of the year with the Accumulation shares rising 
19.3% against a return from the MSCI UK All Cap of 11.8%.  This improvement in results came after extensive 
stress-testing was done on our investments, allowing us to add to a number of our holdings at depressed 
levels.  This helped shorter-term performance whilst retaining our longer-term focus. 

During the year, five stocks were added to the portfolio and nine sold.  

In the first half of 2016, we made new investments in Victrex, Next and Royal Dutch Shell.  Next was 
bought after significant falls in the share price.  Although the short-term trading outlook remains difficult, the 
company is well managed and has a long history of creating value for shareholders, paying a healthy, ordinary 
dividend supplemented by special dividends and share buybacks.  Victrex is a speciality chemicals company.  
The shares had also lagged prior to purchase but the business enjoys high returns and has an exciting product 
pipeline which augers well for the long-term.  It benefits from a very strong balance sheet and is a major 

beneficiary of sterling weakness, being a significant UK exporter.  Since adding the company to the portfolio, 
the shares have performed well. The holding in Royal Dutch Shell arose following the takeover of our holding 
in BG Group.  This proved to be timely and the shares have performed strongly since inclusion, albeit from 
depressed levels.  Later in the year we added DFS Furniture, a retailer which had suffered post-Brexit and 
which offered a highly attractive dividend yield.  The Fund also purchased Vitec, a world leader in 
photographic and camera accessories, and where management are turning around the business after some 
major changes in their markets.   

The sales in the Fund came from three broad categories.  XP Power, Safestore, UBM and DS Smith are 
all strong businesses but, in each case, we felt that our long-term returns targets had been met, the share 
prices had re-rated and the dividend yields had fallen.  The sales of Barclays and Ashmore came after 
significant rallies in what were quite volatile share prices.  The dividend cut announced by Barclays meant 
that it no longer fitted the process of the Fund and we sold towards the end of the year after the banking 
sector had returned to favour.  Our sales of two smaller companies, DX Group and Entu were less happy 
tales, with both companies having materially disappointed expectations since their inclusion in the Fund.  It 
was with a heavy heart we realised painful losses in each case.  The final sale of 2016 was Sky, where the 
takeover proposal by Fox allowed us to realise a profit of 30% on a holding which had only been purchased 
a few months prior.  

The year to 31 December 2016 marked the first full year of dividend income paid by the Fund.  Our interim 
dividend covering the six months to 30 June was 2.22p per share and for the six months to 31 December was 
2.18p, giving a total for the year of 4.40p, which was in line with our expectations. It is our intention to grow 
the dividend ahead of inflation in 2017, market conditions permitting. 
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The asset allocations at the year-end date are shown below: 

 

Sector Asset allocation as at  

31 December 2016  

(%) 

Asset allocation as at  

31 December 2015 

(%) 

Banks 3.8 6.8 

Chemicals 3.1 - 

Construction Materials 8.6 9.7 

Electronic & Electronic Equipment - 1.3 

Financial Services 5.0 8.0 

General Financial 3.3 2.2 

General Industrials 2.6 5.1 

General Retailers 7.2 2.2 

House, Leisure & Personal Goods 3.9 3.2 

Industrial Transport  - 0.5 

Life Insurance 12.5 11.0 

Media 2.8 6.7 

Mining 6.1 7.8 

Oil & Gas Producers 3.7 3.7 

Oil Equipment Services 2.2 1.8 

Pharmaceuticals & Biotechnology 4.7 3.9 

Real Estate 5.3 9.7 

Software & Computer Services 4.5 5.6 

Support Services 1.1 2.3 

Technology Hardware & Equipment 3.9 2.4 

Telecoms 2.2 1.7 

Tobacco 3.0 3.0 

Travel & Leisure 3.2 2.9 

Cash and Other 7.3 (1.5) 

Total 100.0 100.0 

The full list of holdings at the year-end is shown in the Portfolio Statement on pages 69 to 72. 
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Outlook  

2016 proved to be a difficult year for the Fund, in particular the period immediately after the referendum 
result in June.  Market returns in 2016 were surprisingly strong in the UK, led by the very largest index 
constituents where the Fund has low exposure.  We remain committed to our investments in medium and 
smaller companies longer-term and our strategy of focussing on high yields and dividend growth is unchanged.  
If we are brave enough to assume a more ‘normal’ year ahead, we would hope for better relative and solid 
absolute returns, with dividend yields making up a high proportion of total return.  

Taking a more micro perspective, we believe there remains significant potential value to be unlocked from the 
portfolio.  A key challenge, as always, is to avoid the ‘landmines’ which can derail performance given our value 
and yield-based approach.  

We are wholly committed to improving shareholder returns and believe that our flexible ‘multi-cap’ approach, 
combined with a focus on high, and growing, income, should serve us well over the long term.  

 

 

 

 

 

Scott McKenzie 
Investment Director 
Saracen Fund Managers Limited 
21 April 2017 
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Banks

(3.8%; 31.12.15 - 6.8%)

144,017 Lloyds Banking Group 89,982 3.8

89,982 3.8

Chemicals

(3.1%; 31.12.15 - 0.0%)

3,900 Victrex 75,270 3.1

75,270 3.1

Construction Materials

(8.6%; 31.12.15 - 9.7%)

26,000 Eurocell 46,280 1.9

5,550 Galliford Try 71,595 3.0

32,781 Tyman 89,820 3.7

207,695 8.6

Financial Services

(5.0%; 31.12.15 - 8.0%)

8,180 Intermediate Capital 57,096 2.4

14,300 Jupiter Fund Management 63,435 2.6

120,531 5.0

General Financial

(3.3%; 31.12.15 - 2.2%)

5,500 Close Brothers 79,475 3.3

79,475 3.3

General Industrials

(2.6%; 31.12.15 - 5.1%)

16,000 Vesuvius 63,248 2.6

63,248 2.6  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

General Retailers

(7.2%; 31.12.15 - 2.2%)

31,200 DFS Furniture 70,356 2.9

12,828 Halfords 46,784 2.0

1,115 Next 55,549 2.3

172,689 7.2

House, Leisure & Personal Goods

(3.9%; 31.12.15 - 3.2%)

3,339 Berkeley 93,759 3.9

93,759 3.9

Life Insurance

(12.5%; 31.12.15 - 11.0%)

18,672 Aviva 90,653 3.8

14,212 Phoenix Group 104,316 4.4

28,100 Standard Life 104,307 4.3

299,276 12.5

Media

(2.8%; 31.12.15 - 6.7%)

19,000 STV 67,450 2.8

67,450 2.8

Mining

(6.1%; 31.12.15 - 7.8%)

5,120 BHP Billiton 66,816 2.8

2,520 Rio Tinto 79,481 3.3

146,297 6.1

Oil & Gas Producers

(3.7%; 31.12.15 - 3.7%)

3,816 Royal Dutch Shell 89,791 3.7

89,791 3.7  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Oil Equipment Services

(2.2%; 31.12.15 - 1.8%)

11,000 Amec Foster Wheeler 51,700 2.2

51,700 2.2

Pharmaceuticals & Biotechnology

(4.7%; 31.12.15 - 3.9%)

2,550 AstraZeneca 112,914 4.7

112,914 4.7

Real Estate

(5.3%; 31.12.15 - 9.7%)

15,366 Newriver 52,383 2.2

20,500 Palace Capital 73,800 3.1

126,183 5.3

Software & Computer Services

(4.5%; 31.12.15 - 5.6%)

10,400 FDM Group 58,760 2.5

23,500 Kainos 47,940 2.0

106,700 4.5

Support Services

(1.1%; 31.12.15 - 2.3%)

20,196 St Ives 25,447 1.1

25,447 1.1

Technology Hardware & Equipment

(3.9%; 31.12.15 - 2.4%)

18,500 Laird 28,166 1.2

10,000 Vitec 64,300 2.7

92,466 3.9  
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Percentage

Holding or Bid market of total net

nominal value   value  assets

 of positions  £ %

Telecoms

(2.2%; 31.12.15 - 1.7%)

31,820 TalkTalk Telecoms 53,839 2.2

53,839 2.2

Tobacco

(3.0%; 31.12.15 - 3.0%)

2,027 Imperial Brands 71,695 3.0

71,695 3.0

Travel & Leisure

(3.2%; 31.12.15 - 2.9%)

11,050 Greene King 76,963 3.2

76,963 3.2

Portfolio of investments 2,223,370 92.7

Net other assets 174,939 7.3

Total net assets 2,398,309 100.0  

 

All holdings are in equities listed on recognised stock exchanges. 

‘Electronic & Electronic Equipment’ sector disinvested since the beginning of the period (31 Dec 2015: 1.3%). ‘Industrial 
Transport’ sector disinvested since the beginning of the period (31 Dec 2015: 0.5%). 
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1 January 2016 to 1 April 2015 to

B Accumulation Shares 31 December 2016 31 December 2015

(P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 98.43 100.00

  Return before operating charges* 7.50 3.43

  Operating charges (2.34) (5.00)

  Return after operating charges* 5.16 (1.57)

  Closing net asset value per share 103.59 98.43

  Retained distributions on accumulation shares 4.60 3.13

  * after direct transaction costs of: 0.15 2.00

Performance

  Return after charges 5.24% (1.57)%

Other information

  Closing net asset value £1,409,549 £988,839

  Closing number of shares 1,360,737 1,004,612

  Operating charges (p.a) 2.34% 2.29%

  Direct transaction costs (p.a) 0.16% 0.94%

Prices

Highest published share price 103.62 105.87

Lowest published share price 81.36 93.12
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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1 January 2016 to 1 April 2015 to

B Distribution Shares 31 December 2016 31 December 2015

(P ence per Share) (P ence per Share)

Change in net assets per share

  Opening net asset value per share 95.34 100.00

  Return before operating charges* 6.64 3.46

  Operating charges (2.21) (5.00)

  Return after operating charges* 4.43 (1.54)

  Distributions on income shares (4.40) (3.12)

  Closing net asset value per share 95.37 95.34

  * after direct transaction costs of: 0.14 2.00

Performance

  Return after charges 4.65% (1.54)%

Other information

  Closing net asset value £988,760 £990,362

  Closing number of shares 1,036,816 1,038,721

  Operating charges (p.a.) 2.34% 2.29%

  Direct transaction costs (p.a) 0.16% 0.94%

Prices

Highest published share price 97.57 105.07

Lowest published share price 77.56 92.42
 

Past performance is not a reliable indicator of future results.  Investors are reminded that the price of shares and the 
revenue derived from them is not guaranteed and may go down as well as up. 
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01.01.16 to 01.04.15 to

31.12.16 31.12.15

Notes £ £ £

Income

  Net capital losses 2 (12,642) (75,728)

  Revenue 3 108,337 55,692 

Expenses 4 (54,102) (41,321)

Interest payable and similar charges 6 (241) (187)

Net revenue before taxation 53,994 14,184 

Taxation 5  -  - 

Net revenue after taxation 53,994 14,184 

Total return/(loss) before distributions 41,352 (61,544)

Distributions 6 (107,684) (55,505)

(66,332) (117,049)
Change in net assets attributable to 

shareholders from investment activities  

01.01.16 to 01.04.15 to

31.12.16 31.12.15

Notes £ £ £

Opening net assets attributable to shareholders 1,970,582  - 

Movements due to sales and repurchases of shares:

Amounts receivable on issue of shares 3,049,046 2,076,954 

Amounts payable on cancellation of shares (2,617,600) (20,788)

431,446 2,056,166 

(66,332) (117,049)

Retained distributions on accumulation shares 6 62,613 31,465 

Closing net assets attributable to shareholders 2,398,309 1,970,582 

Change in net assets attributable to shareholders 

from investment activities
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Notes 31.12.16 31.12.15

£ £

Assets:

Fixed Assets:

 Investments 2,223,370 2,000,019 

Current Assets:

 Debtors 7 4,814 5,904 

 Cash and bank balances 8 204,853 1,374 

Total assets 2,433,037 2,007,297 

Liabilities:

Creditors:

 Distribution payable on income shares 6 22,578 24,382 

 Other creditors 9 12,150 12,333 

Total liabilities 34,728 36,715 

Net assets attributable to shareholders 2,398,309 1,970,582  
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1. Accounting policies 

(a) Basis of accounting 

The financial statements have been prepared under the historical cost basis, as modified by the 
revaluation of investments, and in accordance with Financial Reporting Standards (FRS 102) and in 
accordance with the Statement of Recommended Practice (SORP) for Financial Statements of 
Authorised Funds issued by the Investment Association in May 2014. 

As described in the Statement of the Authorised Corporate Director’s Responsibilities, the ACD 
continues to adopt the going concern basis in the preparation of the financial statements of the Fund. 

(b) Recognition of revenue 

Dividends on holdings, net of any irrecoverable tax, are recognised when the underlying security is 
quoted ex-dividend.  Bank interest is accounted for on an accruals basis. 

(c) Treatment of stock dividends 

Stock dividends are credited to the capital account when the stock is quoted ex-dividend.  The cash 
equivalent is then transferred to the revenue account and forms part of the distributable revenue. 

The allocation of special dividends is considered on a case-by-case basis. 

(d) Treatment of expenses 

All expenses, net of any associated tax effect, are charged to the capital account with the exception of 

bank interest and transaction charges relating to the payment of revenue, which are charged to the 
revenue account. 

(e) Allocation of revenue and expenses to multiple share classes 

Any assets or liabilities not attributable to a particular share class are allocated by the ACD in a manner 
which is considered fair to shareholders in general, usually pro-rata based on the net asset values of 
the relevant share classes. 

(f) Taxation/deferred taxation 

Corporation tax is provided for on taxable revenue, less deductible expenses, at a rate of 20%. 

Deferred tax is provided for in respect of all items that have been included in these financial statements 
that will be included in future periods for taxation purposes, other than those timing differences 
regarded as permanent.  Any liability to deferred tax is provided for at the rate of tax expected to 

apply. 

(g) Distribution policy 

Revenue produced by the Fund’s investments accrues six-monthly.  At the end of each period, the 
revenue plus an adjustment for expenses allocated to capital, is accumulated/distributed at the 
discretion of the Investment Manager as per the prospectus. 
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1. Accounting policies (continued) 

(h) Exchange rates 

Assets and liabilities in overseas currencies at the period end are translated into Sterling at the latest 
available rates of exchange on the balance sheet date. 

(i) Basis of valuation of investments 

The investments are valued at closing prices on the balance sheet date.  If closing prices are not 
available, the latest available prices are used. 

If separate offer and bid prices are quoted for shares or units, then the bid price is used. 

If no price or recent available price exists, the investment is valued at a price which, in the opinion of 
the ACD, reflects the fair value of the investment. 

2. Net capital losses 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Non-derivative securities (12,040) (73,565)

Transaction charges (602) (2,163)

Net capital losses (12,642) (75,728)  

3. Revenue 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

UK franked dividends 106,032 55,692 

UK unfranked dividends 2,305  - 

Total revenue 108,337 55,692  
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4. Expenses 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Annual management charge 11,029 6,733 

Registration fees 578  - 

Administration fees 17,200 19,757 

28,807 26,490 

Depositary's fees 6,698 2,777 

Safe custody fees 1,808  - 

8,506 2,777 

Other expenses:

Audit fee 6,480 7,500 

Tax fee 4,560 1,680 

FCA fee 180  - 

Other expenses 5,569 2,874 

16,789 12,054 

Total expenses 54,102 41,321 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Total audit fee 6,480 7,500 

Total non audit fees - Tax compliance services 4,560 1,680 

Payable to the ACD, associates of the ACD and 

agents of either:

Payable to the Depositary, associates of the 

Depositary and agents of either:

Fees payable to the company auditor for the audit 

of the companies annual accounts:
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5. Taxation 

(a) Analysis of the charge in the year 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Analysis of charge in the year

Corporation tax  -  - 

Total current tax for the year (see note 5(b))  -  - 

Deferred tax (see note 5(c))  -  - 

Total taxation for the year  -  -  

(b) Factors affecting the current taxation charge for the year 

The taxation assessed for the year is lower than the standard rate of corporation tax in the UK for an 
open-ended investment company (20%).  The differences are explained below: 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Net revenue before taxation 53,994 14,184 

Corporation tax at 20% 10,799 2,837 

Effects of:

Revenue not subject to taxation (21,207) (11,138)

Excess expenses for which no relief taken 10,408 8,301 

Current tax charge for the year (see note 5(a))  -  -  

(c) Provision for deferred tax 

As at 31 December 2016 the Fund had surplus management expenses of £93,359 (31 December 2015: 
£41,321).  The deferred tax in respect of this would be £18,672 (31 December 2015: £8,264). It is 
unlikely that the Fund will generate sufficient taxable profits in the future to utilise these expenses and 
therefore no deferred tax asset has been recognised in the year (see note (5a)). 
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6. Distributions 

Distributions and interest 

The distributions take account of revenue received on the issue of shares and revenue deducted on 
the cancellation of shares, and comprise: 

 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Interim - Income 22,468 6,978 

Final - Income 22,578 24,382 

45,046 31,360 

Interim - Accumulation  -  - 

Final - Accumulation 62,613 31,466 

62,613 31,466 

Add: Revenue deducted on cancellation of shares 23,113 367 

Deduct: Revenue received on issue of shares (23,088) (7,688)

Net distribution for the year 107,684 55,505 

Interest 241 187 

Total finance costs 107,925 55,692 

Reconciliation to net distribution for the year

Net revenue after taxation 53,994 14,184 

Expenses allocated to capital, net of tax relief 53,690 41,321 

Net distribution for the year 107,684 55,505  

 

Details of the distributions per share are set out on page 89. 
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7. Debtors 

31.12.16 31.12.15

£ £

Accrued revenue 4,507 5,904 

Income tax recoverable 307  - 

Total debtors 4,814 5,904  

8. Cash and bank balances 

31.12.16 31.12.15

£ £

Cash and bank balances 204,853 1,374 

Total cash and bank balances 204,853 1,374  

9. Other creditors 

31.12.16 31.12.15

£ £

Accrued annual management charge 1,104 834 

Accrued registration fees 104  - 

Accrued administration fees 872  - 

Accrued depositary fees 1,115 652 

Accrued custody fees 15  - 

Accrued audit fees 6,480  - 

Accrued tax fees 2,280  - 

Accrued FCA fees 180  - 

Accrued other expenses  - 10,847 

Total creditors 12,150 12,333  

 

 

 

 

TB SARACEN UK INCOME FUND, NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

As at 31 December 2016 



 
 

www.tbaileyfs.co.uk/funds/tb-saracen-investment-funds  T. Bailey Fund Services Limited | Page 83 

10. Related party transactions 

The ACD is regarded as a related party of the Fund. The ACD acts as either agent or principal for the 
Depositary in respect of all transactions of shares.  The monies received through issue and paid on 
cancellation are disclosed in the statement of change in net assets attributable to shareholders. 

As at the balance sheet date, there were no shares held by the ACD, the Depositary or associates of 
either the ACD or the Depositary. As at 31 December 2016, one single shareholder held shares 
amounting to approximately 31.4% of the Fund’s total net asset value and two other shareholders held 
shares amounting to approximately 28.2% and 26.2% of the Fund’s total net asset value respectively.   

Details of transactions occurring during the accounting period with the ACD and the Depositary, and 

any balances due at the year-end, are fully disclosed in the notes to the Financial Statements. 

11. Share classes 

As at the year-end, the Fund had two share classes. The following table shows a breakdown of the 
change in shares in issue of each share class in the period: 

B Distribution

Opening shares at the start of the period 1,038,721.000 

Net cancellation of shares in the period (1,905.250)

Closing shares at the end of the period 1,036,815.750 

B Accumulation

Opening shares at the start of the period 1,004,612.000 

Net creation of shares in the period 356,125.234 

Closing shares at the end of the period 1,360,737.234  

The annual management charge of each share class is as follows: 

B Accumulation Shares   0.50% p.a. 

B Distribution Shares    0.50% p.a. 

The net asset value of each share class, the net asset value per share and the number of shares in 
each class are given in the Summary of Fund Performance tables on pages 73 and 74.  The distribution 
per share class is given in the distribution table on page 89.  All share classes have the same rights on 
winding up. 
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12. Risk management policies 

In pursuing the investment objectives, financial instruments are held, which may expose the Fund to 
various types of risk.  The main risks inherent in the investment portfolio, and the ACD’s policies for 
managing these risks, which were applied consistently throughout the period, are set out below: 

(a) Currency exposures 

The Fund’s financial assets are mainly invested in securities whose prices are generally quoted in 
Sterling.  The Fund may also invest in other securities whose prices are quoted in other currencies. As 
it didn’t do so at the year-end, there was no direct currency exposure. 

(b) Cash flow risk and interest rate risk profile of financial assets and liabilities 

The Fund’s revenue is mainly received from holdings in equities.  The Fund does not have any long 
term financial liabilities.  The Fund is affected by the impact of movements in interest rates on its own 
cash balances. 

The direct exposure of the Fund to interest rate risk as at the balance sheet date is shown in the 
following table:  

Floating Fixed Financial Floating Financial Total

rate rate assets rate liabilities

financial financial not financial not

assets assets interest liabilities interest

bearing bearing

£'000 £'000 £'000 £'000 £'000 £'000

31.12.16

Sterling 205  - 2,228  - (35) 2,398 

31.12.15

Sterling 1  - 2,006  - (37) 1,970  
 
Short term debtors and creditors are included as financial assets and liabilities not bearing interest in 
the above table. The floating rate financial assets and liabilities comprise: Sterling denominated bank 
account balances that bear interest at the Bank of England base rate less 75 basis points (to a minimum 
of NIL) and overdrafts that bear interest at the Bank of England base rate plus 100 basis points.  
Financial assets and liabilities not bearing interest mainly comprise investments that do not have a 
maturity date. 
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12. Risk management policies (continued) 

(c) Liquidity risk 

All of the Fund’s underlying financial assets are considered to be readily realisable.  Where investments 
cannot be realised in time to meet any potential liability, the Fund may borrow up to 10% of its net 
asset value to ensure settlement.  All of the Fund’s financial liabilities are payable on demand or in less 
than one year. 

(d) Credit risk 

Credit risk 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 and issuer risk. Cash is held with 
reputable credit institutions and credit risk is assessed on a regular basis. 

Certain transactions in securities that the Fund enters into expose it to the risk that the counterparty 
will not deliver the investment for a purchase, or cash for a sale after the Fund has fulfilled its 
obligations. The Fund only buys and sells investments through brokers which have been approved by 
the ACD as an acceptable counterparty and these are reviewed on an ongoing basis.  

(e) Market price risk and fair value of financial assets and liabilities 

The Fund’s underlying investments are equities quoted on recognised stock exchanges. The value of 
shares is not fixed and may go down as well as up.  This may be the result of a specific factor affecting 
the value of an individual share held within an underlying holding or be caused by general market 
factors (such as government policy or the health of the underlying economy) which can affect the 
entire portfolio. 

The Investment Manager seeks to minimise these risks by holding diversified portfolios of equities in 
line with the investment objectives.  In addition, the management of the Fund complies with the 
Financial Conduct Authority’s Collective Investment Schemes sourcebook, which includes rules 
prohibiting a holding greater than 20% of the assets of the Fund in any one underlying investment. 

If the value of shares/units in the underlying investments were to increase or decrease by 10% the 
change in the net asset value of the Fund would be £222,337 (31 December 2015: £200,002). This 
calculation assumes all other variables remain constant. 
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12. Risk management policies (continued) 

(f) Fair value of financial assets and liabilities 

31 December 2016 31 December 2015

Valuation technique £ £

Quoted prices for identical instruments in active markets 2,223,370 2,000,019 

Prices of recent transactions for identical instruments  -  - 

Valuation techniques using observable market data  -  - 

Valuation techniques using non-observable data  -  - 

2,223,370 2,000,019 

INVESTMENT ASSETS

 

As at the year-end there were no investment liabilities (31 December 2015: £nil). There is no material 
difference between the value of the financial assets and liabilities, as shown in the balance sheet, and 
their fair value. 

(g) Commitments on derivatives 

No derivatives were held at the balance sheet date (31 December 2015: £nil). 
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13.      Transaction costs 

(a)      Direct transaction costs 

Direct transaction costs include fees and commissions paid to agents, advisers, brokers and dealers, 
levies by regulatory agencies and securities exchanges, and transfer taxes and duties incurred when 
purchasing and selling the underlying securities. A breakdown of the purchases and sales, and the 
related direct transaction costs incurred by the Fund in the period are shown in the table below: 

01.01.16 to 01.04.15 to

31.12.16 31.12.15

£ £

Analysis of total purchase costs

PURCHASES

Equities 638,716 2,400,107 

Net purchases before direct transaction costs 638,716 2,400,107 

% of total % of total

DIRECT TRANSACTION COSTS purchases purchases

Equities 2,487 0.39% 17,335 0.72%

Total direct transaction costs 2,487 0.39% 17,335 0.72%

Gross purchases total 641,203 2,417,442 

Analysis of total sale costs

SALES

Equities 782,134 344,965 

Gross sales before direct transaction costs 782,134 344,965 

% of total % of total

DIRECT TRANSACTION COSTS sales sales

Equities (1,083) 0.14% (1,107) 0.32%

Total direct transaction costs (1,083) 0.14% (1,107) 0.32%

Net sales total 781,051 343,858 

01.01.16 to 01.04.15 to

31.12.16 % of 31.12.15 % of

£ average NAV £ average NAV

Equities 3,570 0.16% 18,442 0.94%

Total direct transaction costs 3,570 0.16% 18,442 0.94%

Analysis of total direct transaction costs
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13. Transaction costs (continued) 

(b) Average portfolio dealing spread 

The average portfolio dealing spread of the investments at the balance sheet date was 0.43%. This is 
calculated as the difference between the offer and bid value of the portfolio as a percentage of the 
offer value. 

14. Capital commitments and contingent liabilities 

The Fund had no capital commitments or contingent liabilities at the balance sheet date. (31 December 

2015: £nil) 

15. Post balance sheet events 

Subsequent to the year-end, the net asset value per share of the B Accumulation shares has increased 
from 103.59p to 112.77p as at 11 April 2017.  This movement takes into account routine transactions 
but also reflects the market movements of recent months.  There are no post balance sheet events 
which require adjustments at the year-end. 
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Interim Distribution (30 June 2016)

Group 1 - Shares purchased on or prior to 31 December 2015

Group 2 - Shares purchased after 31 December 2015

Shares Revenue Equalisation¹ Paid/Acc Paid/Acc

-umulated -umulated

30.09.16 30.09.15

(pence) (pence) (pence) (pence)

B Distribution

Group 1 2.2190  - 2.2190 0.7700 

Group 2 0.8387 1.3803 2.2190 0.7700 

Final Distribution (31 December 2016)

Group 1 - Shares purchased on or prior to 30 June 2016

Group 2 - Shares purchased after 30 June 2016

Shares Revenue Equalisation¹ Paid/Acc Paid/Acc

-umulated -umulated

28.02.17 31.03.16

(pence) (pence) (pence) (pence)

B Distribution

Group 1 2.1776  - 2.1776 2.3500 

Group 2 1.1126 1.0650 2.1776 2.3500 

B Accumulation

Group 1 4.6013  - 4.6013 3.1300 

Group 2 3.8618 0.7395 4.6013 3.1300 
 

¹ Equalisation applies only to shares purchased during the distribution period (Group 2 shares).  It is the average amount 
of revenue included in the purchase price of all 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 but must be deducted from the cost of shares for capital gains tax 
purposes. 
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