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Welcome to the first Chief Executive Officer’s report that we have 
included with The Affirmative Funds’ annual statements. We have 
substantial plans for the next 24 months and I thought that I would take 
this opportunity to update our unit holders and investors.

The last year has seen a mixed result for the Funds themselves. As we 
report in our investment review we have been anticipating the inevitable 
rise in interest rates in the United Kingdom and have therefore remained 
conservatively invested with a short average duration in our Fixed 
Interest funds relative to the benchmarks. This has meant that during 
the year our performance has lagged slightly but we feel comfortable 
with making this call too early, rather than too late. Our equity fund 
has delivered strong absolute performance and has kept up with its 
benchmark. We have seen good performance generated by our UK stock 
selection with a slight drag from our overseas external managers. We 
have no concerns with the ability of these external managers to deliver 
good long term performance.  

New asset flows into the Funds during the year have been strong, with 
The Affirmative Deposit Fund in particular benefiting from its sustained 
high interest rates relative to our peers. We have maintained a strong 
reserve position in this Fund and we hope that this will enable us to 
maintain this out-performance as the anticipated rises in UK interest 
rates materialise over the next few months. We will be closely watching 
the pace of interest rates increases as this will have a substantial impact 
upon the maturity profile that we maintain within the Fund. I am pleased 
to report that we have had no credit concerns over the last year.

The Affirmative Funds are all approved by the Charities Commission as 
“Common Investment Funds”. This structure offers all the benefits of 
a charity structure but does require us to add VAT to our management 
fee. Within the last year the Charities Commission and the UK regulator, 
the Financial Conduct Authority, have developed a new structure 
called the “Charity Authorised Investment Fund”. In addition to all the 
benefits of the Common Investment Fund this does not have VAT on its 
management fees and has additional oversight from the FCA. Over the 
next few months we will be exploring whether we should convert the 
structure of The Affirmative Funds into these new Charity Authorised 
Investment Funds. We may also take this opportunity to add some more 
funds to our range, particularly in the overseas equity sector.  I will keep 
you abreast of developments in this regard.

I joined Epworth Investment Management a little over a year ago. I have 
been astonished by the commitment that my investment colleagues 
have shown to finding good investments that meet our Christian ethical 
approach. They have been a joy to work with and the year has passed 
amazingly quickly. I suspect that 2018 will pass even quicker.

David Palmer
Chief Executive Officer

Epworth Investment Management Ltd
November 2017

Report of the  
Chief Executive Officer
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The Depositary must ensure that the Funds are managed in accordance 
with the Financial Conduct Authority’s Investment Funds Sourcebook, 
(“The Sourcebook”), the Alternative Investment Fund Managers 
Directive, (“AIFMD”) (together “The Regulations”) and the Funds’ 
Scheme Particulars.
 
The Depositary must in the context of its role act honestly, fairly, 
professionally, independently and in the interests of the Funds and 
their investors.
 
The Depositary is responsible for the safekeeping of the assets of the 
Funds in accordance with the Regulations.
 
The Depositary must ensure that : 
• the Funds’ cash flows are properly monitored and that the cash of 

the Funds is booked into the cash accounts in accordance with the 
Regulations;

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

• the assets under management and the net asset value per share of 
the Funds are calculated in accordance with the Regulations;

• any consideration relating to transactions in the Funds’ assets is 
remitted to the Fund within the usual time limits;

• that the Funds’ income is applied in accordance with the 
Regulations; and

• the instructions of the Alternative Investment Fund Manager (“the 
AIFM”) are carried out (unless they conflict with the Regulations).

The Depositary also has a duty to take reasonable care to ensure that 
the Funds are managed in accordance with the Scheme Particulars 
in relation to the investment and borrowing powers applicable to the 
Funds.

Statement of the depositary’s responsibilities in respect of the schemes

To the Unitholders of The Affirmative Equity Fund for Charities, 
The Affirmative Fixed Interest Fund for Charities, The Affirmative 
Corporate Bond Fund for Charities and The Affirmative Deposit Fund 
for Charities (“the Schemes”) for the Period Ended 31st October 2017
 
Having carried out such procedures as we consider necessary to 
discharge our responsibilities as Depositary of the Funds, it is our 

opinion, based on the information available to us and the explanations 
provided, that in all material respects of the Funds, acting through 
the AIFM have been managed in accordance with the rules in the 
Sourcebook, the Scheme Particulars of the Funds and as required by 
the AIFMD

HSBC Bank plc.

Report of the depositary
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The Schemes of the Charity Commissioners, made under Sections 
96-99 of the Charities Act 2011, dated 27 February 2007, 22 September 
2009, 2 February 2010 and 28 February 2011 as amended on 13 August 
2014 and 22 July 2015 define the responsibilities, duties and powers of 
the Trustee and Manager.

Responsibilities of the Corporate Trustee

The Corporate Trustee is required by the Schemes to:
(a) ensure the Manager’s compliance with the Schemes and the 

Scheme Particulars;
(b)  appoint and supervise the Registrar;
(c)  safeguard the assets of the Fund and collect all income due to the 

Fund;
(d)  create and cancel units in accordance with the instructions of the 

Manager;
(e) make distributions to Participating Charities;
(f) prepare an annual report and inform the Charity Commission if it 

is not satisfied with the Manager’s compliance with the Schemes 
or Scheme Particulars;

(g) be responsible for any winding up of the Funds.

Responsibilities of the Manager

The Manager is required by the Schemes to:
(a) instruct the Trustee of creation and cancellation of units;
(b) manage the investments of the Fund;
(c) carry out regular valuations of the unitised Funds and ensure units 

are correctly priced;
(d) make and revise the written statement of the investment policy of 

the Funds;

(e) make and revise the Scheme Particulars;
(f) keep a record of units purchased or sold on behalf of the Trustee, 

or in the case of the Affirmative Deposit Fund keep a daily record 
the receipt and repayment of deposits;

(g) make all records of the Funds available for inspection by the 
Trustee;

(h) prepare a report and accounts of the Fund for each accounting 
period;

(i) appoint the auditor of the Fund;

The Manager is required in accordance with UK Generally Accepted 
Accounting Principles to:
• select suitable accounting policies that are appropriate for the 

Funds and apply them on a consistent basis;
• comply with the disclosure requirements of the Charities 

(Accounts and Reports) Regulations 2008;
• follow law and UK accounting standards (UK Generally Accepted 

Accounting Practice);
• keep proper accounting records which enable them to 

demonstrate that the accounts as prepared comply with the above 
requirements;

• make judgements and estimates which are reasonable and 
prudent;

• prepare the accounts on the basis that the Funds will continue in 
operation unless it is inappropriate to do presume this.

The Manager is required to manage and administer the Funds in 
accordance with the Schemes, maintain accounting records and take 
reasonable steps for the prevention and detection of fraud and other 
irregularities.

The Trustee has appointed the Manager as Registrar to the Funds.

Responsibilities of the corporate trustee

Report of the corporate trustee

For the period ended 31 October 2017

We confirm that based upon the information available to us, we are 
of the opinion that the Manager of the schemes has in all material 
respects managed the schemes during the period covered by these 
accounts in accordance with the limitations imposed upon the 
investment and borrowing powers of the Manager and
Trustee, and in accordance with the provisions of the Schemes.

HSBC Bank plc
Institutional Fund Services
8 Canada Square
London
E14 5HQ

19 November 2017
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Approval of the financial statements

The financial statements of the Affirmative Equity Fund for Charities, 
the Affirmative Fixed Interest Fund for Charities, the Affirmative 
Corporate Bond Fund for Charities and the Affirmative Deposit Fund 
for Charities for the year to 31 October 2017 were approved by the 
Manager and are signed on behalf of the Manager by:

John Sandford
Director, Epworth Investment Management Limited

Marina Phillips
Secretary, Epworth Investment Management Limited
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Independent auditor’s report

To the trustees of the  
Affirmative Equity Fund for Charities
Opinion
We have audited the financial statements of Affirmative Equity Fund 
for Charities (the ‘Fund’) for the year ended 31 October 2017 which 
comprise the Statement of Total Return, The Statement of Change in 
Unitholders’ Net Assets, the Balance Sheet, the Portfolio Statement, 
the Distribution table and related notes to the financial statements. 
The financial reporting framework that has been applied in their 
preparation is applicable law and United Kingdom Accounting 
Standards, including Financial Reporting Standard 102 ‘The Financial 
Reporting Standard applicable in the UK and Republic of Ireland’ 
(United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Corporate Trustee in accordance with 
section 144 of the Charities Act 2011 and with regulations made under 
section 154 of that Act. Our audit work has been undertaken so that 
we might state to the trustee 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 Fund and the trustee, for our audit work, for this 
report, or for the opinions we have formed.

In our opinion, the financial statements:
• give a true and fair view of the state of the Fund’s affairs as at 31 

October 2017 and of its revenue and net capital gains for the year 
then ended;

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

• have been prepared in accordance with the requirements of the 
Charities Act 2011 and Regulation 6 of the Charities (Accounts and 
Reports) Regulations 2008.

Basis for opinion
We conducted our audit in accordance with International Standards 
on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities 
under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of 
our report. We are independent of the Fund in accordance with the 
ethical requirements that are relevant to our audit of the financial 
statements in the UK, including the FRC’s Ethical Standard, and we 
have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in rela-
tion to which the ISAs (UK) require us to report to you where:
• the trustee’s use of the going concern basis of accounting in the 

preparation of the financial statements is not appropriate; or
• the trustee has not disclosed in the financial statements any 

identified material uncertainties that may cast significant doubt 
about the Fund’s ability to continue to adopt the going concern 
basis of accounting for a period of at least twelve months from the 
date when the financial statements are authorised for issue.

Other information
The trustee is responsible for the other information. The other 
information comprises the information included in the annual report 
other than the financial statements and our auditor’s report thereon. 
Our opinion on the financial statements does not cover the other 
information and we do not express any form of assurance conclusion 
thereon.

In connection with our audit of the financial statements, our 
responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit 
or otherwise appears to be materially misstated. If we identify such 
material inconsistencies or apparent material misstatements, we 
are required to determine whether there is a material misstatement 
in the financial statements or a material misstatement of the other 
information. If, based on the work we have performed, we conclude 
that there is a material misstatement of this other information, we are 
required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in 
relation to which the Charities Act 2011 requires us to report to you if, 
in our opinion:
• the information given in the Manager’s report is inconsistent in 

any material respect with the financial statements; or
• sufficient accounting records have not been kept; or
• the financial statements are not in agreement with the accounting 

records and returns; or
• we have not received all the information and explanations we 

require for our audit.

Responsibilities of the Manager
As described in the Statement of Manager’s Responsibilities, the 
Manager is responsible for the preparation of financial statements 
in accordance with applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice), 
including FRS 102, ‘The Financial Reporting Standard applicable 
in the UK and Republic of Ireland’. The Trustee is required to take 
reasonable care to ensure compliance by the Manager with all relevant 
requirements.

In preparing the financial statements, the Manager is responsible 
for assessing the Fund’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless the trustees either intend 
to liquidate the Fund or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s responsibilities for the audit of the financial 
statements
Our objectives are to obtain reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the 
basis of these financial statements.

A further description of our responsibilities for the audit of the 
financial statements is located on the Financial Reporting Council’s 
website at www.frc.org.uk/auditorsresponsibilities. This description 
forms part of our auditor’s report.

Buzzacott LLP
Statutory Auditor
130 Wood Street
London
EC2V 6DL

Affirmative Equity Fund  
for Charities
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Investment objectives and policy

The Fund's Investment Objective is to maximise long term total 
returns consistent with commercial prudence, diversification and risk 
management through a diversified portfolio comprising UK Equities 
(80%-100%), Overseas Equities (0%-20%), Property (0%-5%) and 
Cash & near cash (0%-5%). This may be achieved through direct 
holdings or pooled Vehicles. 

Investment will be made in well run companies which seek to enhance 
shareholder value and are thereby likely to provide above average 
returns. Such companies are characterised by financial strength 
and above average management teams. They will normally (but not 
exclusively) pursue long term sustainable growth strategies, whilst 
having regard to the wider interests of all parties, including owners, 
lenders, employees, suppliers, customers/clients and the local and 
wider community. 

The fund will avoid investment in companies whose business is wholly 
or mainly involved in alcohol, armaments, gaming, pornography, 
tar sands, thermal coal and tobacco. It will also avoid investment 
in companies whose business models are dedicated to exploring for 
and developing new assets that imply a low probability of meeting a 
reduction of greenhouse gas emissions in developed markets by 80% 
by 2050 and globally by 50% by 2050 from 1990 levels.

No sector of the market will be automatically included or excluded 
but the portfolio will be widely diversified to capture exposure to all 
significant sectors of the market. 

The fund manager will engage with those companies where exclusion 
from the portfolio is not appropriate where either there is minor 
exposure to the sectors described in 8.3.3 of the scheme particulars 
or other ethical issues such as environmental performance, corporate 
governance and social justice are raised. 

The Fund Manager will vote direct shareholdings in line with the 
Fund’s overall ethical policy wherever practicable. 

The Fund will have a yield on the portfolio reflecting the prevailing 
yield of a composite of UK Equities (90%) and Overseas Equities (10%). 

The Fund may invest in the Affirmative Deposit Fund for Charities 
of which the Fund Manager is the fund manager. Any management 
charges incurred relating to an investment in the Affirmative Deposit 
Fund for Charities will be refunded to the Fund by the Fund Manager.

Affirmative Equity Fund  
for Charities

Risk warning

The Affirmative Equity Fund for Charities is designed for long-term 
investors. The value of and the income from units in the funds can and 
do fall, as well as rise, and as a result you may not get back the amount 
originally invested. Past performance is no guarantee of future returns.

Net asset value/fund size

  Net asset  Net asset value 
  £ Units in issue pence per unit
31 October 2013  70,075,358 52,927,941.96 132.40
31 October 2014  74,827,547 57,085,060.07 131.10
31 October 2015  78,233,987 59,387,322.50 131.70
31 October 2016  86,095,293 60,056,075.19 143.40
31 October 2017  90,786,860 57,533,104.86 157.80
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Statement of total return

For the year ended 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Income: net capital gains  2 8,241 7,154
Income: revenue  3 3,115 3,022
Expenses  4 (441) (419)
Taxation  7 (21) (19)
Net revenue after taxation   2,653 2,584
Total return before distributions   10,894 9,738
Distributions  8 (2,638) (2,592)
Change in net assets attributable to unitholders from investment activities  8,256 7,146

Statement of change in unitholders’ net assets

For the year ended 31 October 2017
   31.10.17 31.10.16 
   £’000s £’000s
Opening net assets attributable to unitholders   86,095 78,234
Amounts receivable on issue of units   6,315 9,230
Amounts payable on cancellation of units   (9,879) (8,515)
   82,531 78,949
Change in net assets attributable to unitholders from investment activities  8,256 7,146
Closing net assets attributable to unitholders   90,787 86,095

Balance sheet

As at 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Assets
Investments   89,884 84,875
Current assets:
Debtors  9 375 166
Cash and bank balances  10 1,519 1,800
Total assets   91,778 86,841
Liabilities    
Creditors -
Distribution payable   (690) (673)
Other creditors  11 (301) (73)
Total liabilities   (991) (746)
Net assets attributable to unitholders   90,787 86,095
Balance sheet approved and signed on behalf of the Manager by: 

John Sandford, Director    Marina Phillips, Secretary

Affirmative Equity Fund  
for Charities
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Summary of investments and other assets

As at 31 October 2017
 Market value Fund 2016 Market value 2016 Fund 
 £’000s % £’000s %
Oil & Gas Producers 10,856 12.1 10,229 12.1
Oil Equipment & Services - - 278 0.3
Chemicals 1,051 1.2 1,008 1.2
Forestry & Paper 224 0.2 - -
Mining 3,549 3.9 3,222 3.8
Construction & Materials 1,511 1.7 1,196 1.4
General Industrials 998 1.1 526 0.6
Electronic & Electrical Equipment - - 354 0.4
Industrial Engineering 1,250 1.4 673 0.8
Industrial Transportation 590 0.7 291 0.3
Support Services 4,188 4.7 3,824 4.5
Beverages 222 0.2 154 0.2
Food Producers 1,216 1.4 695 0.8
Household Goods & Home Construction 3,477 3.9 3,518 4.1
Personal Goods 3,138 3.5 2,518 3.0
Healthcare Equipment & Services 1,094 1.2 955 1.1
Pharmaceuticals & Biotechnology 7,991 8.9 9,064 10.8
Food & Drug Retailers 846 0.9 1,089 1.3
General Retailers 1,231 1.4 1,565 1.8
Media 3,063 3.4 3,491 4.1
Travel & Leisure 2,784 3.1 2,094 2.5
Fixed Line Telecommunications 981 1.1 1,815 2.1
Mobile Telecommunications 2,625 2.9 2,996 3.5
Electricity 608 0.7 811 1.0
Gas Water & Multiutilities 2,317 2.6 3,362 4.0
Banks 8,341 9.3 7,726 9.2
Non-life Insurance 214 0.2 502 0.6
Life Insurance 4,095 4.6 3,436 4.0
Real Estate Investment Trusts 1,735 1.9 1,460 1.7
Real Estate Investment Services - - 215 0.3
Financial Services 3,419 3.8 1,739 2.0
Equity Investment Instruments 4,056 4.5 2,899 3.4
Software & Computer Services 1,448 1.6 1,199 1.4
Technology Hardware & Equipment - - - -
Overseas 10,766 11.9 9,971 11.7
 89,884 100.0 84,875 100.0
Net cash 903  1,220 
Total value of fund 90,787  86,095 

Affirmative Equity Fund  
for Charities
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Portfolio statement

as at 31 October 2017
  Market value Fund 
 Holding £’000s %
Oil & Gas Producers   
BP 745,000 3,801 4.2
iShares S&P Global Energy 20,000 513 0.6
Royal Dutch Shell B 242,500 5,871 6.5
Statoil 27,500 419 0.5
Total 6,000 252 0.3
  10,856 12.1
Chemicals   
Croda International 4,400 184 0.2
Johnson Matthey 6,500 220 0.3
Victrex 27,000 647 0.7
  1,051 1.2
Mining   
Anglo American 42,000 596 0.6
BHP Billiton 80,000 1,090 1.2
Randgold Resources 3,500 259 0.3
Rio Tinto 45,200 1,604 1.8
  3,549 3.9
Forestry & Paper   
Mondi 12,300 224 0.2
  224 0.2
Construction & Materials   
CRH 30,600 867 1.0
Watkin Jones 275,000 644 0.7
  1,511 1.7
General Industrials   
Smith (DS) 151,000 786 0.9
Smith Group 13,500 212 0.2
  998 1.1
Industrial Engineering   
Rotork 205,000 539 0.6
Spirax-Sarco 12,600 711 0.8
  1,250 1.4
   
Industrial Transportation   
Fisher(James) & Sons 38,000 590 0.7
  590 0.7
Support Services   
Ashtead Group 44,000 853 1.0
Bunzl 11,800 277 0.3
DCC 3,100 221 0.2
Diploma 49,000 528 0.6
Experian 35,000 554 0.6
Ferguson 9,200 484 0.5
Intertek Group 6,000 326 0.4
RWS Holdings 100,000 448 0.5
Sthree 140,000 497 0.6
  4,188 4.7
Beverages   
Coca-Cola Hbc   8,710 222 0.2
  222 0.2

Food Producers   
Associated British Foods 15,300 510 0.6
Hilton Food Group 80,000 706 0.8
  1,216 1.4
Household Goods and Home Construction
Berkeley Group  16,600 620 0.7
Gleeson  90,000 622 0.7
Persimmon 11,000 308 0.4
Reckitt Benckiser  28,600 1,927 2.1
  3,477 3.9
Personal Goods   
Burberry Group 16,000 304 0.3
Ted Baker 18,800 520 0.6
Unilever (UK) 54,200 2,314 2.6
  3,138 3.5
Healthcare Equipment and Services   
Dignity 22,000 533 0.6
Smith & Nephew 39,500 561 0.6
  1,094 1.2
Parmaceuticals and Biotechnology   
Astrazeneca 58,000 2,918 3.3
Eco Animal Health Group 96,000 562 0.6
Glaxosmithkline 220,000 2,985 3.3
Shire 41,000 1,526 1.7
  7,991 8.9
Food and Drug Retailers   
Morrison 90,000 202 0.2
Tesco 355,000 644 0.7
  846 0.9
General Retailers   
Kingfisher 75,000 234 0.3
Marks & Spencer Group 45,000 155 0.2
Next 3,800 187 0.2
WH Smith 32,000 655 0.7
  1,231 1.4
Media   
ITV 130,000 214 0.2
Next Fifteen Communications 145,000 565 0.6
Relyx 75,000 1,300 1.5
Sky 38,900 367 0.4
WPP 46,300 617 0.7
  3,063 3.4
Travel and Leisure   
Carnival 6,600 327 0.4
Compass  58,452 966 1.1
Intercontinental Hotels Group 6,800 284 0.3
International Consolidated Airlines 60,500 384 0.4
Ten Entertainment 277,244 590 0.6
Whitbread 6,300 233 0.3
  2,784 3.1

 
  Market value Fund 
 Holding £’000s %

Affirmative Equity Fund  
for Charities
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Portfolio statement

Fixed Line Telecommunications   
BT 377,000 981 1.1
  981 1.1
Mobile Telecommunications   
Vodafone 1,218,000 2,625 2.9
  2,625 2.9
Electricity   
SSE 44,000 608 0.7
  608 0.7
Gas Water and Multiutilities   
Centrica 240,000 407 0.5
National Grid 157,000 1,421 1.6
Severn Trent 10,500 222 0.2
United Utilities Group 32,000 267 0.3
  2,317 2.6
Banks   
Barclays 556,000 1,034 1.1
HSBC 660,000 4,846 5.4
Lloyds Banking Group 2,340,000 1,597 1.8
Royal Bank Of Scotland 80,000 226 0.3
Standard Chartered 85,000 638 0.7
  8,341 9.3
Non life Insurance   
RSA Insurance 34,000 214 0.2
  214 0.2
Life Insurance   
Aviva 230,000 1,161 1.3
Legal & General 192,000 513 0.6
Old Mutual 126,500 242 0.3
Prudential 84,000 1,555 1.7
St.James's Place 53,000 624 0.7
  4,095 4.6
Real Estate Investment Trusts   
British Land 32,000 192 0.2
Land Securities Group 23,906 231 0.3
Mayfair Property Income Trust 270,558 230 0.2
Primary Health Properties 215,000 254 0.3
PRS Reit 534,000 558 0.6
St Mowden Properties 71,000 270 0.3
  1,735 1.9
Financial Services   
3I Group 28,000 269 0.3
Brooks Macdonald Group 29,000 562 0.6
Harwood Wealth  345,000 500 0.6
Jupiter Fund Management 120,000 713 0.8
London Stock Exchange 8,900 335 0.4
Schroders 10,500 367 0.4
Schroders Nv 11,500 290 0.3
Standard Life Aberdeen 89,000 383 0.4
  3,419 3.8

Equity Investment Instruments   
3I Infrastructure 305,000 601 0.7
Downing Strategic Micro Cap 400,000 392 0.4
HG Capital Trust 36,500 636 0.7
Impax Environmental Markets 220,000 557 0.6
Ishares Core Ftse 100     10,000 74 0.1
North Atlantic Smaller Companies 38,000 1,024 1.1
Oryx International Growth Fund 103,645 772 0.9
  4,056 4.5
Software & Computer Services   
Keywords Studios 40,000 639 0.7
Micro Focus  19,000 502 0.6
Sage Group 41,200 307 0.3
  1,448 1.6
Overseas   
Baring Emerging Europe 6,500 51 0.1
Consumer Discretionary Sector SPDR 2,500 173 0.2
Consumer Staples Sector SPDR 3,310 132 0.2
Financial Sector SPDR 9,050 181 0.2
First State Inv Japan 247,366 420 0.5
Generation Global Equity B 3,160 930 1.0
Stewart Inv Asia Pacific Sustain B  188,098 995 1.1
Stewart Inv Asia Pacific B  19,700 300 0.3
Stewart Inv Latin America B 33,245 95 0.1
Healthcare Sector SPDR 2,150 131 0.2
Industrial Sector SPDR 1,650 89 0.1
iShares MSCI KLD 400    32,090 2,300 2.5
iShares Russell Midcap   4,095 618 0.7
iShares S&P/Tsx 60 Index Fund 21,800 304 0.3
Real Estate Slt Sector 890 22 0.0
Technology Sector SPDR 6,780 321 0.4
Materials Sector SPDR 750 33 0.0
MSCI North America Socially Res ETF 14,320 1,106 1.2
Vanguard FTSE Europe 56,730 1,507 1.7
Vanguard FTSE Japan 26,980 633 0.7
Vanguard FTSE Emerging Mkt 950 43 0.0
Vanguard FTSE Asia 4,870 98 0.1
Vanguard FTSE Emerging Mkt USD 1,040 35 0.0
Vanguard FTSE All World 4,015 249 0.3
  10,766 11.9
  89,884 100.00
Net cash  903 
Total value of fund  90,787 

Affirmative Equity Fund  
for Charities
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Summary of material portfolio changes

As at 31 October 2017
   Cost 
   £’000s
iShares Core FTSE 100 UCITS ETF Gbp   1,727
MSCI North America (Lon) Soc Res A ETF   1,043
Generation IM Global Equity B Shares   800
Brooks Macdonald Group   665
Stewart Inv.Asia Pac.Sust.B Gbp Acc   639
Eco Animal Health Group   624
Prs Reit Plc   552
Ten Entertainment Group   501
Statoil   454
Dwn.Stgc.Micro-Cap Tst.   400
Aviva   320
Fisher (James) & Sons   319
HG Capital Trust   310
DCC   291
Impax Env Mkts   268
Ted Baker   265
3i Group   258
Hilton Food Group   254
Total   246
Rotork   243
   10,179
Other purchases   6,834
Total purchases   17,013
 

   Proceeds 
   £’000s
iShares Core FTSE 100 UCITS ETF GBP   1,676
Stewart Asia Pacific B Accum   789
iShares MSCI KLD 400 Scl.Idx.Fd.   686
Royal Dutch Shell B   630
Direct Line In.Group   526
GlaxoSmithKline   516
Hsbc Hdg. (Ord $0.50)   485
Spectris   445
Rathbone Brothers   435
iShares Russell Mid Cp.   431
iShares Tst.S & P Glb. En.Sect.Idx.Fd.   428
Keywords Studios   421
Persimmon   415
National Grid   415
Great Portland Estates   395
AstraZeneca   389
Vodafone Group   356
Vanguard FTSE Dev Europe Exuk Ucits ETF   350
Howden Joinery   345
BT Group   327
   10,460
Other sales   9,782
Total sales   20,242

Affirmative Equity Fund  
for Charities
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For the year ended 31 October 2017
 Net income Equalisation Distribution payable Date  
Distribution period  p per unit p per unit  p per unit payable
1 November 2016 to 31 January 2017 0.66 0.00 0.66 15 March 2017
1 February 2017 to 30 April 2017 1.51 0.02 1.53 15 June 2017
1 May 2017 to 31 July 2017 1.16 0.02 1.18 15 September 2017
1 August 2017 to 31 October 2017 1.16 0.04 1.20 15 December 2017
Average dealing spread for year end to 31 October 2017: 0.35% (31 October 2016: 0.22%)

Distribution

  Highest buying price Lowest selling price  Net income per unit 
Calendar year   p p p
2013  132.90 109.27 3.64
2014  137.80 125.80 3.72
2015  146.20 126.40 4.02
2016  147.70 118.20 4.24
2017  159.70 140.90 4.57

Price and income history

Performance record

  1 year 3 years 5 years 
Total return performance to 31 October 2017  % % p.a. % p.a.
Affirmative Equity Fund for Charities  13.5 9.7 10.7
Composite benchmark  13.5 10.1 10.8
The performance of the fund is based on the net asset value per share.

Total expense ratios

   31.10.17 31.10.16 
Expense type   % %
Manager’s periodic charge (inc VAT)   0.42 0.42
Corporate Trustee’s charge (inc VAT)   0.06 0.07
Other expenses   0.03 0.03
Total expense ratio   0.51 0.52

Affirmative Equity Fund  
for Charities
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Notes to the accounts

1. Accounting policies

(a) Basis of accounting
The accounts have been prepared under the historical cost convention, 
as modified by the revaluation of investments, and in accordance with 
United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice) including FRS 102 “The Financial 
Reporting Standard applicable in the UK and Republic of Ireland”, 
the Statement of Recommended Practice issued by the Investment 
Management Association in 2014, the Charities Act 2011, the Charities 
(Accounts and Reports) Regulations 2008 and the relevant Scheme of 
the Charity Commissioners.

(b) Recognition of income
Dividends on ordinary stocks are credited to income when the 
securities are quoted ex-dividend. Interest on fixed interest
stocks is accrued on a day to day basis.

(c) Management expenses
The Manager’s periodic charge paid to Epworth Investment 
Management Limited is charged to the income of the Fund before 
distribution at a rate of 0.35%, plus VAT, of the value of the Fund. This 
fee covers the provision of staff and investment services and other 
expenses incurred by the Manager. The Corporate Trustee fee, audit, 
legal, safe custody fees and transaction charges, are charged separately 
to the income of the Fund before distribution.

(d) Distribution policy
All income of the Fund, after deduction of management and other 
expenses is distributed to unitholders. Distributions take into account 
income received on the creation of units and income deducted on the 
cancellation of units.  A reconciliation of the net distribution to the net 
income of the Fund is shown in note 8.

(e) Basis of valuation
Listed investments are valued at bid-market values at the close of 
business on an accounting date less, in the case of fixed interest 
securities, interest accrued. Suspended securities are valued by 
the Manager having regard to the last dealing price on the date 
of suspension and subsequent available information. Suspended 
securities are written off after they have been carried at nil value for 
two years or if the Manager does not expect any returns for the Fund.

(f) Foreign exchange
Assets and liabilities in foreign currencies are expressed in sterling at 
rates of exchange ruling on the accounting date. Transactions in foreign 
currencies are translated into sterling at the exchange rates ruling on 
the transaction dates.

2. Net gains on investments

Net gains on investments during the year comprise:
  2017 2016 
  £’000s £’000s
Proceeds from sales of investments  20,242 13,196
Original cost of investments sold   (15,697) (10,940)
Gains realised on investments sold   4,545 2,256
Net unrealised gains  3,696 4,898
Net gains on investments   8,241 7,154

3. Gross income

  2017 2016 
  £’000s £’000s
UK dividends   2,916 2,851
Overseas dividends   191 161
Bank interest   8 10
Total income  3,115 3,022

4. Expenses

  2017 2016 
  £’000s £’000s
Payable to the Manager or associates  367 338
  367 338
Payable to the Corporate Trustee or associates
Corporate Trustee’s fee   55 57
Safe custody fees and transaction charges   11 16
  66 73
Auditor’s fees  6 7
Other expenses   2 1
  8 8
Total expenses  441 419

5. Changes in net asset per unit

 2017 2016 2015 
 p p p
Opening net asset value per unit 143.40 131.70 131.10
Return before operating charges 19.80 16.60 5.20
Operating charges (0.80) (0.70) (0.60)
Return after operating charges 19.00 15.90 4.60
Distribution on income units (4.60) (4.20) (4.00)
Closing net asset value per unit 157.80 143.40 131.70

6. Portfolio transaction costs

  2017 2016 
  £’000s £’000s
Analysis of total purchase costs
Purchases in period before transaction costs  16,990 13,740
Commissions   19 14
Custodian transaction costs   4 6
Total transaction costs  23 20
Gross purchases total  17,013 13,760
Analysis of total sale costs
Gross sales before transaction costs  20,265 13,212
Commissions  (18) (12)
Custodian transaction costs  (5) (4)
Total cost of sales  (23) (16)
Total sales net of transaction costs  20,242 13,196

The direct transaction costs expressed as a percentage of the net asset 
value are not considered to be material as all are below 0.1%.

Affirmative Equity Fund  
for Charities
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7. Taxation

The Fund is exempt from UK income tax and capital gains tax due to its 
charitable status pursuant to Sections 478 and 479 of the Corporation 
Tax Act 2010. Distributions are paid on the basis that all recoverable 
UK taxation has been reclaimed. Overseas withholding tax is deducted 
in full from overseas income on receipt. Withholding tax is credited to 
income when it is recovered.

  2017 2016  
  £’000s  £’000s
Taxation  21 19

8. Distributions
The distributions take account of income received on the creation of 
units and income deducted on the cancellation of units, and comprise:

  2017 2016  
  £’000s  £’000s
31 January   375 390
30 April  889 938
31 July  684 591
31 October   690 673
  2,638 2,592
Income deducted on cancellation of units  41 32
Income received on creation of units   (28) (38)
Net distribution for the period   2,651 2,586

9. Debtors

  2017 2016 
  £’000s £’000s
Sales awaiting settlement   213 -
Accrued income  162 166
Total debtors  375 166

10. Cash and bank balances

  2017 2016 
  £’000  £’000s
Affirmative Deposit Fund for Charities   1,333 1,793
Cash at bank  186 7
Total cash and bank balances  1,519 1,800

11. Creditors

  2017 2016 
  £’000s £’000s
Purchases awaiting settlement  252 -
Accrued expenses  49 73
Total creditors  301 73

12. Portfolio turnover calculation

  2017 2016 
  % %
Portfolio turnover calculation  24.0 11.3

13. Risk management policies

Securities held by the Fund are valued at bid-market value. Bid-market 
value is considered to be a fair representation of the amount repayable 
to unitholders should they wish to sell their units. Other financial assets 
and liabilities of the Fund are included in the balance sheet at their fair 

value.  The main risks arising from the Fund’s financial instruments 
and the Manager’s policies for managing these risks are summarised 
below. These policies have been applied throughout the year.

Market price risk
This is an actively managed fund, which invests in UK and overseas 
equities. The fund is therefore exposed to market price risk, which 
can be defined as the uncertainty about future price movements of the 
underlying investments of the Fund. Market price risk arises mainly 
from economic factors, including investor confidence, and may result in 
substantial fluctuations in the unit price from time to time. Generally, 
however, there will be a close correlation in the movement of the
unit price to the markets the Fund is invested in. The Fund seeks 
to minimise the risks by holding a widely diversified portfolio of 
investments in line with the Fund’s investment objectives.

Currency risk
The Fund is exposed to currency risks as some of its assets are 
denominated in currencies other than sterling. The Manager does not 
seek to avoid this exposure since it believes in the long term, hedging is 
detrimental to total return.

At 31 October 2017 the Fund’s foreign currency exposure is:

  2017 2016 
  £’000s  £’000s
Euro  252 -
Norwegian Kroner  419 -
Canadian Dollar   304 290
United States Dollar   4,548 6,136
  5,523 6,426

Credit risk
The Fund’s transactions in securities expose it to the risk that the 
counterparty will not deliver the investment for a purchase or the cash 
for a sale. To minimise this, the Fund only deals with an approved list 
of brokers maintained by the Manager.

Liquidity risk
The Fund’s assets comprise securities that can readily be realised to 
meet obligations that may arise on the redemption of units. In addition 
the Manager’s policy is that the Fund liquidity should be 5% or less.

14. Future calls

At 31 October 2017 there were no calls on partly paid stocks for 
payment after the year end (2016: nil).

15. Related party transactions

The Manager’s periodic charge is paid to Epworth Investment 
Management Limited, a related party to the Fund. The amounts paid 
in respect of the Manager’s periodic charge are disclosed in Note 4. The 
amount outstanding as at 31 October 2017 was £32,429  
(2016: £60,379).

In addition, the fund placed deposits during the period with the 
Affirmative Deposit Fund for Charities, a fund managed by Epworth 
Investment Management Limited. All charges levied for the 
management of these deposits have been refunded to the fund by 
Epworth. There were no other related party transactions during the 
period.

16. Contingent assets and liabilities

As at 31 October 2017, there are no commitments, contingent assets or 
liabilities of which we are aware (2016 - nil).

Notes to the accounts

Affirmative Equity Fund  
for Charities
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Affirmative Fixed Interest Fund 
for Charities

Independent auditor’s report

To the trustees of the  
Affirmative Fixed Interest Fund for Charities
Opinion
We have audited the financial statements of Affirmative Fixed Interest 
Fund for Charities (the ‘Fund’) for the year ended 31 October 2017 
which comprise the Statement of Total Return, The Statement of 
Change in Unitholders’ Net Assets, the Balance Sheet, the Portfolio 
Statement, the Distribution table and related notes to the financial 
statements. The financial reporting framework that has been applied 
in their preparation is applicable law and United Kingdom Accounting 
Standards, including Financial Reporting Standard 102 ‘The Financial 
Reporting Standard applicable in the UK and Republic of Ireland’ 
(United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Corporate Trustee in accordance with 
section 144 of the Charities Act 2011 and with regulations made under 
section 154 of that Act. Our audit work has been undertaken so that 
we might state to the trustee 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 Fund and the trustee, for our audit work, for this 
report, or for the opinions we have formed.

In our opinion, the financial statements:
• give a true and fair view of the state of the Fund’s affairs as at 31 

October 2017 and of its revenue and net capital gains for the year 
then ended;

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

• have been prepared in accordance with the requirements of the 
Charities Act 2011 and Regulation 6 of the Charities (Accounts and 
Reports) Regulations 2008.

Basis for opinion
We conducted our audit in accordance with International Standards 
on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities 
under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of 
our report. We are independent of the Fund in accordance with the 
ethical requirements that are relevant to our audit of the financial 
statements in the UK, including the FRC’s Ethical Standard, and we 
have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in rela-
tion to which the ISAs (UK) require us to report to you where:
• the trustee’s use of the going concern basis of accounting in the 

preparation of the financial statements is not appropriate; or
• the trustee has not disclosed in the financial statements any 

identified material uncertainties that may cast significant doubt 
about the Fund’s ability to continue to adopt the going concern 
basis of accounting for a period of at least twelve months from the 
date when the financial statements are authorised for issue.

Other information
The trustee is responsible for the other information. The other 
information comprises the information included in the annual report 
other than the financial statements and our auditor’s report thereon. 
Our opinion on the financial statements does not cover the other 
information and we do not express any form of assurance conclusion 
thereon.

In connection with our audit of the financial statements, our 
responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit 
or otherwise appears to be materially misstated. If we identify such 
material inconsistencies or apparent material misstatements, we 
are required to determine whether there is a material misstatement 
in the financial statements or a material misstatement of the other 
information. If, based on the work we have performed, we conclude 
that there is a material misstatement of this other information, we are 
required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in 
relation to which the Charities Act 2011 requires us to report to you if, 
in our opinion:
• the information given in the Manager’s report is inconsistent in 

any material respect with the financial statements; or
• sufficient accounting records have not been kept; or
• the financial statements are not in agreement with the accounting 

records and returns; or
• we have not received all the information and explanations we 

require for our audit.

Responsibilities of the Manager
As described in the Statement of Manager’s Responsibilities, the 
Manager is responsible for the preparation of financial statements 
in accordance with applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice), 
including FRS 102, ‘The Financial Reporting Standard applicable 
in the UK and Republic of Ireland’. The Trustee is required to take 
reasonable care to ensure compliance by the Manager with all relevant 
requirements.

In preparing the financial statements, the Manager is responsible 
for assessing the Fund’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless the trustees either intend 
to liquidate the Fund or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s responsibilities for the audit of the financial 
statements
Our objectives are to obtain reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the 
basis of these financial statements.

A further description of our responsibilities for the audit of the 
financial statements is located on the Financial Reporting Council’s 
website at www.frc.org.uk/auditorsresponsibilities. This description 
forms part of our auditor’s report.

Buzzacott LLP
Statutory Auditor
130 Wood Street
London
EC2V 6DL
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Investment objectives and policy

The Fund will seek to maximise long term total returns consistent with 
commercial prudence, diversification and risk management through 
a portfolio of sterling based Government and non- Government fixed 
interest securities to achieve a total return in excess of its benchmark. 
The benchmark consists of a composite index comprising UK 
Government Securities (80%); Non Gilt AAA (6%); Non Gilts AA (8%); 
Non Gilts A (5%) and Non Gilts BBB (1%). It is hoped that this will 
result in a yield in excess of that which can be achieved through UK 
Government Securities alone.

The Fund will invest in a diversified portfolio comprising UK 
Government Securities (70% - 90%), Corporate Debt Securities (10% - 
30%) and Cash and near cash (0% - 10%);
The Corporate Debt Securities, whether through direct holdings 
or indirectly through the Affirmative Corporate Bond Fund for 
Charities, will be widely diversified and invested in well run companies 
characterised by financial strength and above average management 
teams. They will normally (but not exclusively) pursue long term 
sustainable growth strategies, whilst having regard to the wider 
interests of all parties including owners, lenders, employees, suppliers, 
customers/clients, the local and wider community. 

Whether through direct holdings or indirectly through the Affirmative 
Corporate Bond Fund for Charities, to avoid investment in companies 
whose business is wholly or mainly involved in alcohol, armaments, 
gaming, pornography, tar sands, thermal coal and tobacco; or whose 
business models are dedicated to exploring for and developing 
new assets that imply a low probability of meeting a reduction of 
greenhouse gas emissions in developed markets by 80% by 2050 and 
globally by 50% by 2050 from 1990 levels;

In the view of the Fund Manager there will be no adverse impact on 
investment returns due to any exclusions on these grounds and for the 
Fund to have an average life of between five and fifteen years and a 
yield reflecting the prevailing yield on UK Government Securities.

The Fund may invest in the Affirmative Deposit Fund for Charities and 
the Affirmative Corporate Bond Fund for Charities, for both of which 
the Manager is the fund manager. Any management charges incurred 
relating to an investment in these funds will be refunded to the Fund 
by the Fund Manager. The Fund may be invested in any investments 
or property that the Fund Manager may select provided that without 
the prior written approval of the Commission, the Fund may not be 
invested in derivatives, nor may it underwrite or sub-underwrite new 
issues. The Fund Manager does not employ leverage. The maximum 
leverage permitted under both the Gross and Commitment methods 
is 1. (For the avoidance of doubt, leverage is not permitted.) The Fund 
is not subject to any special arrangements arising from any part of it 
being insufficiently liquid.

The Affirmative Fixed Interest Fund for Charities is designed for long-
term investors. The value of and the income from units in the funds 
can and do fall, as well as rise, and as a result you may not get back the 
amount originally invested. Past performance is no guarantee of future 
returns.

Risk warning

Affirmative Fixed Interest Fund 
for Charities
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Statement of total return

For the year ended 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Income: net capital gains  2 (224) 1,225
Income: revenue  3 438 464
Expenses  4 (67) (62)
Net revenue after taxation   371 402
Total return before distributions   147 1,627
Distributions  8 (374) (397)
Change in net assets attributable to unitholders from investment activities  (227) 1,230

Statement of changes in unitholders’ net assets

For the year ended 31 October 2017
   31.10.17 31.10.16 
   £’000s £’000s
Opening net assets attributable to unitholders   20,400 19,995
Amounts receivable on issue of units   2,266 2,833
Amounts payable on cancellation of units   (1,991) (3,658)
   20,675 19,170
Change in net assets attributable to unitholders from investment activities  (227) 1,230
Closing net asset attributable to unitholders   20,448 20,400

Net asset value/fund size

  Net asset  Net asset value 
  £ Units in issue pence per unit
31 October 2013  22,409,727 19,507,603.31 114.88
31 October 2014  19,736,569 16,667,708.48 118.40
31 October 2015  19,994,992 16,517,908.01 121.10
31 October 2016  20,399,596 15,783,454.95 129.20
31 October 2017  20,448,500 15,988,490.21 127.90

Affirmative Fixed Interest Fund 
for Charities
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Balance sheet

As at 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Assets
Investments   20,169 19,624
Current assets:
Debtors  9 141 139
Cash and bank balances  10 242 748
Total assets   20,552 20,511
Liabilities
Creditors -
Distributions payable   (94) (98)
Other creditors  11 (10) (13)
Total liabilities   (104) (111)
Net assets attributable to unitholders   20,448 20,400
Balance sheet approved and signed on behalf of the Manager by:

John Sandford, Director    Marina Phillips, Secretary

Summary of investments and other assets

As at 31 October 2017
 Market value Fund 2016 Market value 2016 Fund 
 £’000s % £’000s %
British Government 15,708 77.9 15,346 78.2
Corporate Bonds and Supranational 4,461 22.1 4,278 21.8
 20,169 100.0 19,624 100.0
Net current assets 279  776 
Total value of fund 20,448  20,400 

Affirmative Fixed Interest Fund 
for Charities
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Portfolio statement

As at 31 October 2017
   Market Value Fund 
  Holding £’000s %
British Government   
Treasury 1¼% 2018  700,000 704 3.5
Treasury 1¾% 2019  200,000 204 1.0
Treasury 2% 2020  254,000 264 1.3
Treasury 3¾% 2020  575,000 628 3.1
Treasury 1½% 2021  250,000 257 1.3
Treasury 3¾% 2021  800,000 895 4.4
Treasury 4% 2022  500,000 571 2.8
Treasury ½% 2022  475,000 469 2.3
Treasury 1¾% 2022  300,000 314 1.5
Treasury 2¼% 2023  600,000 646 3.2
Treasury 2% 2025  630,000 671 3.3
Treasury 1½% 2026  975,000 996 4.9
Treasury 4¼% 2027  475,000 605 3.0
Treasury 4¾% 2030  450,000 619 3.1
Treasury 4¼% 2032  800,000 1,067 5.3
Treasury 4½% 2034  600,000 838 4.2
Treasury 1¾% 2037  325,000 448 2.2
Treasury 4¼% 2036  225,000 220 1.1
Treasury 4¾% 2038  450,000 675 3.3
Treasury 4¼% 2039  250,000 355 1.8
Treasury 4¼% 2040  450,000 646 3.2
Treasury 4½% 2042  325,000 492 2.4
Treasury 3¼% 2044  725,000 919 4.6
Treasury 3½% 2045  575,000 764 3.8
Treasury 4¼% 2046  180,000 274 1.4
Treasury 1½% 2047  150,000 136 0.7
Treasury 4¼% 2049  200,000 315 1.6
Treasury 4¼% 2055  250,000 422 2.1
Treasury 4% 2060  175,000 294 1.5
   15,708 77.9
Corporate Bonds and Supranational   
Affirmative Corporate Bond Fund Units*  3,710,984 4,461 22.1
   4,461 22.1
   20,169 100.0
Net current assets   279 
Total value of fund   20,448 
All investments are listed on a recognised stock exchange with the exception of those marked*

Affirmative Fixed Interest Fund 
for Charities
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as at 31 October 2017
   Cost 
   £’000s
Largest purchases
Affirmative Corporate Bond Fund Units   397
Treasury ½% 2022   372
Treasury 4¼% 2032   276
Treasury 2%  2020   270
Treasury 4¾% 2030   244
Treasury 1¾% 2037   229
Treasury 3¼% 2044   218
Treasury 4¼% 2049   197
Treasury 1½% 2026   179
Treasury 1½% 2047   144
Treasury 4¼% 2039   139
Treasury 1¾% 2019   105
Treasury 4¼% 2027   97
Treasury 3½% 2045   67
Treasury 2% 2025   5
   2,939
Other purchases   0
Total purchases   2,939

   Proceeds 
   £’000s
Largest sales
Treasury 4% 2022   320
Treasury 1¾% 2017   302
Treasury 4¼% 2027   290
Treasury 4½% 2019   266
Affirmative Corporate Bond Fund Units   207
Treasury 4¼% 2046   192
Treasury 4¼% 2055   168
Treasury 4¾% 2038   151
Treasury 4¾% 2030   69
Treasury 3¾% 2020   55
Treasury 1¼% 2018   51
   2,071
Other sales   0
Total sales   2,071

Summary of material portfolio changes

   31.10.17 31.10.16 
Rating band   £’000s £’000s
AAA   1,508 1,580
AA   17,256 16,965
A   901 732
BBB   219 133
Not rated   285 214
Total portfolio of investments   20,169 19,624

Analysis of credit rating

Affirmative Fixed Interest Fund 
for Charities
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 Net income Equalisation Distribution payable Date 
Distribution period  p per unit p per unit p per unit payable
1 November 2016 to 31 January 2017 0.59 0.01 0.60 15 March 2017
1 February 2017 to 30 April 2017 0.56 0.00 0.56 15 June 2017
1 May 2017 to 31 July 2017 0.57 0.01 0.58 15 September 2017
1 August 2017 to 31 October 2017 0.61 (0.02) 0.59 15 December 2017
Average dealing spread for year end to 31 October 2017: 0.07% (31 October 2016: 0.05%)

Distribution

  Highest buying price Lowest selling price  Net income per unit 
Calendar year   p p p
2013  121.98 112.03 3.20
2014  120.18 112.33 2.94
2015  128.60 119.00 2.80
2016  138.30 120.10 2.60
2017  132.40 126.60 2.33

Price and income history

Performance record

  1 year 3 years 5 years 
Total return performance to 31 October 2017  % % p.a. % p.a.
Affirmative Fixed Interest Fund for Charities  0.8 4.7 3.7
FTSE All Gilt Index  0.6 5.2 4.0
Composite Index  1.0 5.2 4.2

Total expense ratios

   31.10.17 31.10.16 
Expense type   % %
Manager’s periodic charge (inc VAT)   0.24 0.24
Corporate Trustee’s charge (inc VAT)   0.06 0.07
Other expenses   0.02 0.01
Total expense ratio   0.32 0.32

Affirmative Fixed Interest Fund 
for Charities
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Notes to the accounts

1. Accounting policies

(a) Basis of accounting
The accounts have been prepared under the historical cost convention, 
as modified by the revaluation of investments, and in accordance with 
United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice) including FRS 102 “The Financial 
Reporting Standard applicable in the UK and Republic of Ireland”, 
the Statement of Recommended Practice issued by the Investment 
Management Association in 2014, the Charities Act 2011, the Charities 
(Accounts and Reports) Regulations 2008 and the relevant Scheme of 
the Charity Commissioners.

(b) Recognition of income
Interest on Government stocks, debentures, eurobonds and other fixed 
interest stocks is accrued on a day-to-day basis.

(c) Management expenses
The Manager’s periodic charge paid to Epworth Investment 
Management Limited is charged to the income of the Fund before 
distribution at a rate of 0.20%, plus VAT, of the value of the Fund. 
This fee covers the provision of staff and investment services and other 
expenses incurred by the Manager. The Corporate Trustee fee, audit, 
legal, safe custody fees and transaction charges, are charged separately 
to the income of the Fund before distribution.

(d) Distribution policy
All income of the Fund, after deduction of management and other 
expenses is distributed to unitholders. Distributions take into account 
income received on the creation of units and income deducted on the 
cancellation of units.  A reconciliation of the net distribution to the net 
income of the Fund is shown in note 8.

(e) Basis of valuation
Listed investments are valued at bid-market values at the close of 
business on an accounting date less, in the case of fixed interest 
securities, interest accrued. Suspended securities are valued by 
the Manager having regard to the last dealing price on the date 
of suspension and subsequent available information. Suspended 
securities are written off after they have been carried at nil value for 
two years or if the Manager does not expect any returns for the Fund.

2. Net (losses)/gains on investments

Net (losses)/gains on investments during the year comprise:
  2017 2016 
  £’000s £’000s
Proceeds from sales of investments  2,071 6,407
Original cost of investments sold   (1,851) (5,927)
Gains realised on investments sold  220 480
Net unrealised (losses)/gains  (444) 745
Net (losses)/gains on investments  (224) 1,225

3. Gross income

  2017 2016 
  £’000s £’000s
Interest on debt securities  424 450
Bank interest   3 3
Other  11 11
Total income  438 464

4. Expenses

  2017 2016 
  £’000s £’000s
Payable to the Manager or associates  50 47
  50 47
Payable to the Corporate Trustee or associates
Corporate Trustee’s fee   13 14
Safe custody fees and transaction charges   1 2
  14 16
Auditor’s fees  1 (1)
Other expenses  2 -
Total expenses  67 62

5. Changes in net asset per unit

 2017 2016 2015 
 p p p
Opening net asset value per unit 129.20 121.10 118.40
Return before operating charges 1.40 11.10 5.90
Operating charges (0.40) (0.40) (0.40)
Return after operating charges 1.00 10.70 5.50
Distribution on income units (2.30) (2.60) (2.80)
Closing net asset value per unit 127.90 129.20 121.10

6. Portfolio transaction costs

  2017 2016 
  £’000s £’000s
Analysis of total purchase costs
Purchases in period before transaction costs  2,939 5,103
Custodian transaction costs  - -
Total transaction costs  - -
Gross purchases total  2,939 5,103
Analysis of total sale costs
Gross sales before transaction costs  2,071 6,407
Custodian transaction costs  - -
Total sale costs  - -
Total sales net of transaction costs  2,071 6,407

The direct transaction costs expressed as a percentage of the net asset 
value are not considered to be material as all are below 0.1%.

7. Taxation

The Fund is exempt from UK income tax and capital gains tax due to its 
charitable status pursuant to Sections 478 and 479 of the Corporation 
Tax Act 2010. Distributions are paid on the basis that all recoverable 
UK taxation has been reclaimed. Overseas withholding tax is deducted 
in full from overseas income on receipt. Withholding tax is credited to 
income when it is recovered.

Affirmative Fixed Interest Fund 
for Charities
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8. Distributions

The distributions take account of income received on the creation of 
units and income deducted on the cancellation of units, and comprise:
  2017 2016 
  £’000s  £’000s
31 January  96 106
30 April  90 96
31 July  94 97
31 October  94 98
  374 397
Income deducted on cancellation of units  3 11
Income received on creation of units   (5) (6)
Net distribution for the period   372 402

9. Debtors

  2017 2016 
  £’000s £’000s
Accrued income  140 138
Other income  1 1
Total debtors  141 139

10. Cash and bank balances

  2017 2016 
  £’000s  £’000s
Affirmative Deposit Fund for Charities   239 748
Cash at bank  3 -
Total cash and bank balances  242 748

11. Creditors

  2017 2016 
  £’000s  £’000s
Accrued expenses  10 13
Total creditors  10 13

12. Portfolio turnover calculation

  2017 2016 
  % %
Portfolio turnover calculation  3.6 25.5

13. Risk management policies

Fair value
Securities held by the Fund are valued at bid-market value. Bid-market 
value is considered to be a fair representation of the amount repayable 
to unitholders should they wish to sell their units. Other financial 
assets and liabilities of the Fund are included in the balance sheet at 
their fair value.

The main risks arising from the Fund’s financial instruments and 
Manager’s policies for managing these risks are summarised below. 
These policies have been applied throughout the year.

Market price risk
This is an actively managed fund, which invests in sterling fixed 
interest securities. The fund is therefore exposed to market price risk, 
which can be defined as the uncertainty about future price movements 
of the underlying investments of the Fund. Market price risk arises 
mainly from economic factors, including investor confidence, and may 
result in substantial fluctuations in the unit price from time to time. 

Generally, however, there will be a close correlation in the movement 
of the unit price to the markets the Fund is invested in. The Fund 
seeks to minimise the risks by holding a widely diversified portfolio of 
investments in line with the Fund’s investment objectives.

Currency risk
There is no exposure to foreign currency fluctuations as all 
investments, income and short-term debtors and creditors are
denominated in sterling.

Credit risk
The Fund’s transactions in securities expose it to the risk that the 
counterparty will not deliver the investment for a purchase or the cash 
for a sale. To minimize this, the Fund only deals with an approved list 
of brokers maintained by the Manager.

Liquidity risk
The Fund’s assets comprise securities that can readily be realised to 
meet obligations that may arise on the redemption of units. In addition, 
the Manager’s policy is that the Fund liquidity should be 5% or less.

Interest rate risk
The fund invests in fixed interest securities. The income may be 
affected by the Manager being unable to secure similar returns 
following the disposal or redemption of securities. The value of fixed 
interest securities may be affected by interest rate movements or the 
expectation of such movements in the future.

The interest rate profile of the Fund’s financial assets and liabilities at 
31 October 2017 was: 

  2017 2016  
  £’000s £’000s
£ floating rate financial assets   242 748
£ fixed rate financial assets   20,169 19,624
£ financial assets not carrying interest   141 139
£ financial liabilities not carrying interest   (104) (111)
Total net assets   20,448 20,400

14. Related party transactions

The Manager’s periodic charge is paid to Epworth Investment 
Management Limited, a related party to the Fund. The amounts paid 
in respect of the Manager’s periodic charge are disclosed in Note 4. The 
amount outstanding as at 31 October 2017 was £4,171 (2016: £8,242). 

In addition, the fund placed deposits during the year with the 
Affirmative Deposit Fund for Charities, and made investments in the 
Affirmative Corporate Bond Fund, both of which are managed by 
Epworth Investment Management Limited.  All charges levied for the 
management of these deposits and investments have been refunded to 
the fund by Epworth.  There were no other related party transactions 
during the year.

15. Contingent assets and liabilities

As at 31 October 2017, there are no commitments, contingent assets or 
liabilities of which we are aware (2016 - nil).

Notes to the accounts
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Affirmative Corporate Bond Fund 
for Charities

Independent auditor’s report

To the trustees of the  
Affirmative Corporate Bond Fund for Charities
Opinion
We have audited the financial statements of Affirmative Corporate 
Bond Fund for Charities (the ‘Fund’) for the year ended 31 October 
2017 which comprise the Statement of Total Return, The Statement 
of Change in Unitholders’ Net Assets, the Balance Sheet, the Portfolio 
Statement, the Distribution table and related notes to the financial 
statements. The financial reporting framework that has been applied 
in their preparation is applicable law and United Kingdom Accounting 
Standards, including Financial Reporting Standard 102 ‘The Financial 
Reporting Standard applicable in the UK and Republic of Ireland’ 
(United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Corporate Trustee in accordance with 
section 144 of the Charities Act 2011 and with regulations made under 
section 154 of that Act. Our audit work has been undertaken so that 
we might state to the trustee 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 Fund and the trustee, for our audit work, for this 
report, or for the opinions we have formed.

In our opinion, the financial statements:
• give a true and fair view of the state of the Fund’s affairs as at 31 

October 2017 and of its revenue and net capital gains for the year 
then ended;

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

• have been prepared in accordance with the requirements of the 
Charities Act 2011 and Regulation 6 of the Charities (Accounts and 
Reports) Regulations 2008.

Basis for opinion
We conducted our audit in accordance with International Standards 
on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities 
under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of 
our report. We are independent of the Fund in accordance with the 
ethical requirements that are relevant to our audit of the financial 
statements in the UK, including the FRC’s Ethical Standard, and we 
have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in rela-
tion to which the ISAs (UK) require us to report to you where:
• the trustee’s use of the going concern basis of accounting in the 

preparation of the financial statements is not appropriate; or
• the trustee has not disclosed in the financial statements any 

identified material uncertainties that may cast significant doubt 
about the Fund’s ability to continue to adopt the going concern 
basis of accounting for a period of at least twelve months from the 
date when the financial statements are authorised for issue.

Other information
The trustee is responsible for the other information. The other 
information comprises the information included in the annual report 
other than the financial statements and our auditor’s report thereon. 
Our opinion on the financial statements does not cover the other 
information and we do not express any form of assurance conclusion 
thereon.

In connection with our audit of the financial statements, our 
responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit 
or otherwise appears to be materially misstated. If we identify such 
material inconsistencies or apparent material misstatements, we 
are required to determine whether there is a material misstatement 
in the financial statements or a material misstatement of the other 
information. If, based on the work we have performed, we conclude 
that there is a material misstatement of this other information, we are 
required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in 
relation to which the Charities Act 2011 requires us to report to you if, 
in our opinion:
• the information given in the Manager’s report is inconsistent in 

any material respect with the financial statements; or
• sufficient accounting records have not been kept; or
• the financial statements are not in agreement with the accounting 

records and returns; or
• we have not received all the information and explanations we 

require for our audit.

Responsibilities of the Manager
As described in the Statement of Manager’s Responsibilities, the 
Manager is responsible for the preparation of financial statements 
in accordance with applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice), 
including FRS 102, ‘The Financial Reporting Standard applicable 
in the UK and Republic of Ireland’. The Trustee is required to take 
reasonable care to ensure compliance by the Manager with all relevant 
requirements.

In preparing the financial statements, the Manager is responsible 
for assessing the Fund’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless the trustees either intend 
to liquidate the Fund or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s responsibilities for the audit of the financial 
statements
Our objectives are to obtain reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the 
basis of these financial statements.

A further description of our responsibilities for the audit of the 
financial statements is located on the Financial Reporting Council’s 
website at www.frc.org.uk/auditorsresponsibilities. This description 
forms part of our auditor’s report.

Buzzacott LLP
Statutory Auditor
130 Wood Street
London
EC2V 6DL
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Investment objectives and policy

The Fund seeks to maximise long term total returns consistent with 
commercial prudence, diversification and risk management through a 
portfolio of sterling based non-Government fixed interest securities to 
achieve a total return in excess of its Benchmark. 

The Investment Policy is to invest in a diversified portfolio of sterling 
denominated corporate, supranational and other non-gilt sterling 
denominated fixed interest securities as follows: AAA (20-40%); AA 
(30-50%); A (15-35%); BBB (0-10%); Debentures and other secured 
bonds (0-15%); Cash and bonds under 1 year to maturity (0-5%). 

It is hoped that this will result in a yield consistent with that obtained 
from investment grade non-government sterling bonds. Investment 
will be in Corporate Debt Securities issued by widely diversified and 
invested in well run companies characterised by financial strength 
and above average management teams. They will normally (but not 
exclusively) pursue long term sustainable growth strategies, whilst 
having regard to the wider interests of all parties including owners, 
lenders, employees, suppliers, customers/clients, and the local and 
wider community. This policy will result in a portfolio that excludes 
investments in bonds issued by companies whose business is wholly 
or mainly involved in alcohol, armaments, gaming, pornography, tar 
sands, thermal coal or tobacco; or whose business models are dedicated 

to exploring for and developing new assets that imply a low probability 
of meeting a reduction of greenhouse gas emissions in developed 
markets by 80% by 2050 and globally by 50% by 2050 from 1990 
levels. In the view of the Fund Manager there will be no adverse impact 
on investment returns due to any exclusions on these grounds. Other 
matters such as environmental performance, corporate governance 
and social justice issues will be reviewed when making investment 
decisions.

The Fund may invest in the Affirmative Deposit Fund for Charities, a 
common deposit fund of which the Fund Manager is the fund manager. 
Any management charges incurred relating to an investment in the 
Affirmative Deposit Fund for Charities will be refunded to the Fund 
by the Fund Manager. The Fund may invest in any investments or 
property that the Fund Manager may select. Subject to the prior 
written approval of the Commission, the Fund may underwrite or sub-
underwrite new issues. The Fund Manager does not employ leverage. 
The Fund is not subject to any special arrangements arising from any 
part of it being insufficiently liquid.

The Fund’s benchmark consists of a composite index comprising Non 
Gilt AAA 30%; Non Gilts AA 40%; Non Gilts A 25% and Non Gilts BBB 
5%. 

Risk warning

The Affirmative Corporate Bond Fund for Charities is designed for 
long-term investors. The value of and the income from units in the 
funds can and do fall, as well as rise, and as a result you may not get 
back the amount originally invested. Past performance is no guarantee 
of future returns.

Affirmative Corporate Bond Fund 
for Charities
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Net asset value/fund size

  Net asset value  Net asset value 
  £ Units in issue pence per unit
31 October 2013  104,301,889 94,658,613.73 110.2
31 October 2014  105,597,542 93,564,262.41 112.9
31 October 2015  109,019,779 96,395,654.15 113.1
31 October 2016  120,324,649 100,022,903.34  120.3
31 October 2017  124,564,981 103,642,472.80 120.2

Statement of total return

for the year ended 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Income: net capital gains  2 (129) 6,701
Income: revenue   3 3,662 3,704
Expenses   4 (520) (525)
Net revenue after taxation   3,142 3,179
Total returns before distributions   3,013 9,880
Distributions   8 (3,162) (3,175)
Change in net assets attributable to unitholders from investment activities  (149) 6,705

Statement of changes in unitholders’ net assets

for the year ended 31 October 2017
   31.10.17 31.10.16 
   £’000s £’000s
Opening net assets attributable to unitholders   120,325 109,020
Amounts receivable on issue of units    10,589 16,602
Amounts payable on cancellation of units    (6,200) (12,002)
   124,714 113,620
Change in net assets attributable to unitholders from investment activities  (149) 6,705
Closing net assets attributable to unitholders   124,565 120,325

Affirmative Corporate Bond Fund 
for Charities
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Summary of investments and other assets

as at 31 October 2017
 Market value Fund  Market value 31.10.16 Fund 31.10.16 
 £’000s % £’000s %
Collateralised 15,551 12.7 15,737 13.4
Debentures  5,788 4.7 5,858 5.0
Supranational 38,048 31.1 37,728 32.1
Corporate unsecured financial  29,664 24.3 28,668 24.3
Corporate unsecured non-financial  33,213 27.2 29,669 25.2
 122,264 100.0 117,660 100.0
Net current assets  2,301  2,665 
Total value of fund 124,565  120,325 

Balance sheet

as at 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Assets
Investments   122,264 117,660
Current assets:
Debtors  9 2,519 2,406
Cash and bank balances  10 644 1,109
Total assets   125,427 121,175
Liabilities
Creditors -
Distributions payable   (798) (790)
Other creditors  11 (64) (60)
Total liabilities   (862) (850)
Net assets attributable to unitholders   124,565 120,325
Balance sheet approved and signed on behalf of the Manager by: 

John Sandford, Director    Marina Phillips, Secretary

Affirmative Corporate Bond Fund 
for Charities
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Portfolio statement

as at 31 October 2017
  Holding  Market value  Fund 
   £’000s %
Collateralised
Santander UK Plc 5 1/8% 2021  2,150,000 2,444 2.0
Barclays 4 1/4% 2022  1,500,000 1,693 1.4
Bank of Scotland 4 7/8% 2024  300,000 366 0.3
Lloyds TSB  Bank  5 1/8% 2012-4  2,400,000 2,980 2.4
Nationwide 5 5/8% 2026  2,000,000 2,612 2.1
Santander UK Plc 5 3/4% 2026  400,000 524 0.5
Commonwealth Bank of Australia 3% 2026  3,000,000 3,300 2.7
Lloyds TSB  Bank  4 7/8% 2027  1,300,000 1,632 1.3
   15,551 12.7
Debentures
Co-Operative Group 7 5/8% 2018  300,000 303 0.2
JP Morgan Fleming Claverhouse 7% 2020  250,000 280 0.2
Scottish American 8% 2022  550,000 683 0.6
Edinburgh Investment Trust  7  3/4% 2022  1,000,000 1,248 1.0
Monks Investment Trust  6 3/8%  2023  550,000 637 0.5
Witan Investment Trust 6 1/8%  2025  273,000 343 0.3
Great Portland Estates 5 5/8% 2029  500,000 614 0.5
Merchants Trust   5 7/8%  2029  250,000 308 0.3
Scottish Investment Trust 5 3/4%  2030  500,000 644 0.5
Peel Holdings   8 3/8%  2040  500,000 728 0.6
   5,788 4.7
Supranational    
CADES  3 3/4%  2018  850,000 875 0.7
Bank Nederlandse   1 7/8%  2018  1,800,000 1,824 1.5
European Investment Bank 1 1/2% 2019  800,000 809 0.7
KFW 1 1/8% 2019  1,000,000 1,010 0.8
Kommunabanken 7/8% 2020  1,000,000 1,000 0.8
IBRD 5.4% 2021  900,000 1,044 0.8
Bank Nederlandse.  5 3/8%  2021  400,000 462 0.4
Deutsche Bahn  2 3/4%  20/06/22  1,700,000 1,815 1.5
Temasek 4 5/8%  2022  2,055,000 2,368 1.9
Transport for London 2 1/8% 2025  2,200,000 2,280 1.9
European Investment Bank 1%  2026  1,000,000 956 0.8
SNCF 5 3/8% 2027  3,150,000 4,056 3.3
European Investment Bank 3 3/4%  2026  1,200,000 1,431 1.2
IBRD 4 7/8% 2028  2,000,000 2,647 2.2
Reseau Ferre  5 1/4% 2028  1,600,000 2,106 1.7
Bank Nederlandse 5.2%  2028  1,900,000 2,524 2.1
KFW 6% 2028  300,000 431 0.3
Network Rail 4 3/8% 2030  600,000 772 0.6
Belgium 5.7% 2032  1,000,000 1,417 1.2
Ned.Waterschapsbank  5 3/8% 2032  2,000,000 2,816 2.3
Temasek 5 1/8%  2040  1,700,000 2,475 2.0
Transport for London 3 7/8% 2042  700,000 877 0.7
European Investment Bank 4 1/2%  2044  1,000,000 1,465 1.2
Transport for London 4% 2064  400,000 588 0.5
   38,048 31.1

Affirmative Corporate Bond Fund 
for Charities
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Portfolio statement

  Holding  Market value  Fund 
   £’000s %
Corporate Unsecured Financial    
National Australia Bank  3 5/8% 2017  1,300,000 1,301 1.1
Commonwealth Bank of Australia 2 1/4%  2018  750,000 762 0.6
Lloyds Bank 2 3/4% 2018  700,000 714 0.6
Svenska Handelsbanken 4%  2019  1,450,000 1,503 1.2
Nationwide  5 5/8%  2019  700,000 759 0.6
Bank of America  5 1/2%  2019  990,000 1,079 0.9
National Australia Bank  5 1/8%  2021  1,245,000 1,430 1.2
Svenska Handelsbanken 2 3/8%  2022  500,000 522 0.4
Skandinaviska 1 1/4% 05/08/22  1,500,000 1,488 1.2
Svenska Handelsbanken 2 3/4%  2022  1,200,000 1,278 1.0
Telefonica Emisiones  5.289% 2022  1,500,000 1,745 1.4
Wespac Banking Corp 2 5/8% 2022  1,000,000 1,054 0.9
GE Capital UK Funding 5 1/8%  2023  1,250,000 1,481 1.2
JP Morgan Chase 3 1/2% 2026  1,350,000 1,495 1.2
HSBC Holdings 5 3/4%  2027  885,000 1,093 0.9
Cooperatieve. 4.55% 2029  1,300,000 1,608 1.3
Aegon 6 1/8% 2031  530,000 722 0.6
GE Capital UK Funding 5 7/8% 2033  1,400,000 1,974 1.6
Legal & General 5 7/8% 2033  530,000 731 0.6
HSBC Bank Plc 5 3/8% 2033  815,000 1,055 0.9
Aegon 6 5/8% 2039  633,000 949 0.8
HSBC Holdings 6% 2040  1,410,000 1,914 1.6
Cooperatieve 5 1/4% 2041  1,850,000 2,665 2.2
Cooperatieve 5 3/8% 2060  200,000 342 0.3
   29,664 24.3
Corporate Unsecured Non-Financial    
Toyota Motor Corporation 4%  2017  2,500,000 2,508 2.1
Telefonica Emisiones  5 3/8% 2018  900,000 910 0.7
Unilever  2%  2018  400,000 405 0.3
Nestle 1 3/4% 2020  1,500,000 1,536 1.3
IBM Corp 2 5/8% 2022  2,500,000 2,645 2.2
Johnson & Johnson   5 1/2%  2024  2,600,000 3,284 2.7
Electricite France  6 1/4%  2028  1,200,000 1,592 1.3
Apple Inc 3.05% 2029  1,700,000 1,857 1.5
Statoil 6 7/8% 2031  1,400,000 2,081 1.7
Astrazeneca 5 3/4% 2031  1,350,000 1,846 1.5
East Japan Railway 4 3/4% 2031  1,050,000 1,353 1.1
East Japan Railway   5 1/4% 2033  550,000 747 0.6
Electricite France  6 1/8%  2034  1,550,000 2,096 1.7
Pfizer 6 1/2% 2038  2,600,000 4,129 3.4
National Grid Gas 2 5/8% 2038  2,000,000 1,884 1.5
Glaxosmithkline 6 3/8% 2039  900,000 1,411 1.2
Centrica 4 1/4% 2044  1,300,000 1,501 1.2
University of Manchester 4 1/4%  2053  1,000,000 1,428 1.2
   33,213 27.2
   122,264 100.0
Net cash   2,301 
Total   124,565 

All investments are listed on a recognised stock exchange

Affirmative Corporate Bond Fund 
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As at 31 October 2017
   Cost 
   £’000s
Largest purchases
KFW 6% 2028   3,031
National Grid Gas 2 5/8% 2038   1,906
Telefonica Emisiones 5.289% 2022   1,824
Glaxosmithkline 6 3/8% 2039   1,496
Kommunalbanken 7/8% 2020   999
Transport For London 3 7/8% 2042   912
Transport For London 2 1/8% 2025   740
Ned.Waterschapsbank 5 3/8% 2032   726
IBRD 4 7/8% 2028   674
Electricite France 6 1/8% 2034   671
Witan Investment Trust 6 1/8% 2025   30
   13,009
Other purchases   -
Total purchases   13,009

 
   Proceeds 
   £’000s
Largest Sales   
KFW 6% 2028   2,575
KFW 2% 2018   1,552
Royal Bank of Scotland 6 5/8% 2018   1,165
KFW 4 7/8% 2018   1,046
European Investment Bank 1 1/2% 2019   1,022
   7,360
Other sales   -
Total sales   7,360

Summary of material portfolio changes

Analysis of credit rating

   31.10.17 31.10.16 
Rating band   £’000s £’000s
AAA   41,325 43,440
AA   42,426 44,546
A   24,697 20,120
BBB   5,991 3,671
Not rated   7,825 5,883
Total portfolio of investments   122,264 117,660

Affirmative Corporate Bond Fund 
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Distribution

for the period ended 31 October 2017
 Net income Equalisation Distribution payable Date 
Distribution period  p per unit p per unit  p per unit payable
1 November 2016 to 31 January 2017 0.76 0.01 0.77 15 March 2017
1 February 2017 to 30 April 2017 0.74 0.01 0.75 15 June 2017
1 May 2017 to 31 July 2017 0.75 0.02 0.77 15 September 2017
1 August 2017 to 31 October 2017 0.76 0.01 0.77 15 December 2017
Average dealing spread for year end to 31 October 2017: 0.86% (31 October 2016: 0.87%)

  Highest buying price Lowest selling price Net income per unit 
Calendar year  p p p
2013  116.22 106.92 3.94
2014  115.40 107.71 3.74
2015  122.10 113.00 3.55
2016  128.60 112.50 3.26
2017  123.80 118.10 3.06

Performance record

   1 year 3 years 5 years 
Total return performance to 31 October 2017  % % p.a. % p.a.
Affirmative Corporate Bond Fund for Charities  2.4 4.9 4.6
Composite Benchmark  2.6 5.4 5.0
The performance of the fund is based on the net asset value per share

Total expense ratios

   31.10.17 31.10.16 
Expense type   % %
Manager’s periodic charge (inc VAT)   0.36 0.36
Corporate Trustee’s charge (inc VAT)   0.06 0.07
Other expenses   0.02 0.03
Total expense ratio   0.44 0.46

Affirmative Corporate Bond Fund 
for Charities
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Notes to the accounts

1. Accounting policies

(a) Basis of accounting
The accounts have been prepared under the historical cost convention, 
as modified by the revaluation of investments, and in accordance with 
United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice) including FRS 102 “The Financial 
Reporting Standard applicable in the UK and Republic of Ireland”, 
the Statement of Recommended Practice issued by the Investment 
Management Association in 2014, the Charities Act 2011, the Charities 
(Accounts and Reports) Regulations 2008 and the relevant Scheme of 
the Charity Commissioners.

(b) Recognition of income
Interest on Government stocks, debentures, eurobonds and other fixed 
interest stocks is accrued on a day-to-day basis.

(c) Management expenses
The Manager’s periodic charge paid to Epworth Investment 
Management Limited is charged to the income of the Fund before 
distribution at a rate of 0.30%, plus VAT, of the value of the Fund. 
This fee covers the provision of staff and investment services and other 
expenses incurred by the Manager. The Corporate Trustee fee, audit, 
legal, safe custody fees and transaction charges, are charged separately 
to the income of the Fund before distribution.

(d) Distribution policy
All income of the Fund, after deduction of management and other 
expenses is distributed to unitholders.  Distributions take into account 
income received on the creation of units and income deducted on the 
cancellation of units.  A reconciliations of the net distribution to the net 
income of the Fund is shown in note 8.

(e) Basis of valuation
Listed investments are valued at bid-market values at the close of 
business on an accounting date less, in the case of fixed interest 
securities, interest accrued. Suspended securities are valued by 
the Manager having regard to the last dealing price on the date 
of suspension and subsequent available information. Suspended 
securities are written off after they have been carried at nil value for 
two years or if the Manager does not expect any returns for the Fund.

2. Net (losses)/gains on investments

Net (losses)/gains on investments during the year comprise:
  2017 2016 
  £’000s £’000s
Proceeds from sales of investments   7,360 23,512
Original cost of investments sold   (7,239) (21,493)
Gains realised on investments sold   121 2,019
Net unrealised (losses)/gains  (250) 4,682
Net (losses)/gains on investments   (129) 6,701

3. Gross income 

  2017 2016 
  £’000s  £’000s
Interest on debt securities   3,656 3,695
Bank interest  6 9
  3,662 3,704

4. Expenses

  2017 2016 
  £000’s £000’s
Payable to the Manager or associates  412 413
- see Note 1(c)  412 413
Payable to the Corporate Trustee or associates
Corporate Trustee’s fee  79 81
Safe custody fees and transaction charges  16 20
  95 101
Auditor’s fees  11 10
Other expenses  2 1
Total expenses  520 525

5. Changes in net asset per unit

 2017 2016 2015 
 p p p
Opening net asset value per unit 120.30 113.10 112.90
Return before operating charges 3.50 11.00 4.30
Operating charges (0.50) (0.50) (0.50)
Return after operating charges 3.00 10.50 3.80
Distribution on income units (3.10) (3.30) (3.60)
Closing net asset value per unit 120.20 120.30 113.10

6. Portfolio transaction costs

  2017 2016 
  £000’s £000’s
Analysis of total purchase costs
Purchases in period before transaction costs   13,009 28,976
Custodian transaction costs   - -
Total transaction costs   - -
Gross purchases total   13,009 28,976
Analysis of total sale costs
Gross sales before transaction costs   7,360 23,512
Custodian transaction costs   - -
Total sale costs   - -
Total sales net of transaction costs   7,360 23,512

The direct transaction costs expressed as a percentage of the net asset 
value are not considered to be material as all are below 0.1%.

7. Taxation

The Fund is exempt from UK income tax and capital gains tax due to its 
charitable status pursuant to Sections 478 and 479 of the Corporation 
Tax Act 2010. Distributions are paid on the basis that all recoverable 
UK taxation has been reclaimed. Overseas withholding tax is deducted 
in full from overseas income on receipt. Withholding tax is credited to 
income when it is recovered.

Affirmative Corporate Bond Fund 
for Charities
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8. Distributions

The distributions take account of income received on the creation of 
units and income deducted on the cancellation of units, and comprise:

  2017 2016 
   £’000s £’000s
31 January   797 804
30 April  778 795
31 July  789 786
31 October  798 790
  3,162 3,175
Income deducted on cancellation of units   14 50
Income received on creation of units   (37) (52)
Net distribution for the period   3,139 3,173

9. Debtors

  2017  2016 
   £’000s £’000s
Sales awaiting settlement  - -
Accrued income   2,519 2,406
  2,519 2,406

10. Cash and bank balances

  2017  2016 
  £’000s £’000s
Affirmative Deposit Fund for Charities   637 1,105
Cash at bank   7 4
  644 1,109

11. Creditors

  2017 2016 
  £’000s £’000s
Purchases awaiting settlement  - -
Accrued expenses   64 60
  64 60

12. Portfolio turnover calculation

  2017 2016 
  %  %
Portfolio turnover calculation  2.9 20.6

13. Risk management policies

Fair value
Securities held by the Fund are valued at bid-market value. Bid-market 
value is considered to be a fair representation of the amount repayable 
to unitholders should they wish to sell their units. Other financial 
assets and liabilities of the Fund are included in the balance sheet at 
their fair value.

The main risks arising from the Fund’s financial instruments and 
Manager’s policies for managing these risks are summarized below. 
These policies have been applied throughout the period.

Market price risk
This is an actively managed fund, which invests in sterling fixed 
interest securities. The fund is therefore exposed to market price risk, 
which can be defined as the uncertainty about future price movements 
of the underlying investments of the Fund. Market price risk arises 
mainly from economic factors, including investor confidence, and may 
result in
substantial fluctuations in the unit price from time to time. Generally, 
however, there will be a close correlation in the movement of the 
unit price to the markets the Fund is invested in. The Fund seeks 
to minimise the risks by holding a widely diversified portfolio of 
investments in line with the Fund’s investment objectives.

Currency risk
There is no exposure to foreign currency fluctuations as all 
investments, income and short-term debtors and creditors are
denominated in sterling.

Credit risk
The Fund’s transactions in securities expose it to the risk that the 
counterparty will not deliver the investment for a purchase or the cash 
for a sale. To minimize this, the Fund only deals with an approved list 
of brokers maintained by the Manager.

Liquidity risk
The Fund’s assets comprise securities that can readily be realised to 
meet obligations that may arise on the redemption of units. In addition 
the managers’ policy is that the Fund liquidity should be 5% or less.

Interest rate risk
The fund invests in fixed interest securities. The income may be 
affected by the manager being unable to secure similar returns 
following the disposal or redemption of securities. The value of fixed 
interest securities may be affected by interest rate movements or the 
expectation of such movements in the future.

The interest rate profile of the Fund’s financial assets and liabilities at 
31 October 2017 was:

  2017 2016 
  £’000s  £’000s
£ floating rate financial assets   644 1,109
£ fixed rate financial assets   122,264 117,660
£ financial assets not carrying interest   2,519 2,406
£ financial liabilities not carrying interest   (862) (850)
Total net assets   124,565 120,325

14. Related party transactions

The Manager’s periodic charge is paid to Epworth Investment 
Management Limited, a related party to the Fund. The amounts paid in 
respect of the Manager’s periodic charge are disclosed in Note 4.  The 
amount outstanding as at 31 October 2017 was £5,358  
(2016: £10,725).  In addition, the fund placed deposits during the 
period with the Affirmative Deposit Fund for Charities, a fund managed 
by Epworth Investment Management Limited. All charges levied for 
the management of these deposits have been refunded to the fund by 
Epworth. There were no other related party transactions during the 
period.

15. Contingent assets and liabilities

As at 31 October 2017, there are no commitments, contingent assets or 
liabilities of which we are aware (2016 - nil).

Notes to the accounts
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Affirmative Deposit Fund  
for Charities

Independent auditor’s report

To the trustees of the  
Affirmative Deposit Fund for Charities
Opinion
We have audited the financial statements of Affirmative Deposit Fund 
for Charities (the ‘Fund’) for the year ended 31 October 2017 which 
comprise the Statement of Total Return, the Balance Sheet, and the 
related notes to the financial statements. The financial reporting 
framework that has been applied in their preparation is applicable 
law and United Kingdom Accounting Standards, including Financial 
Reporting Standard 102 ‘The Financial Reporting Standard applicable 
in the UK and Republic of Ireland’ (United Kingdom Generally 
Accepted Accounting Practice).

This report is made solely to the Corporate Trustee in accordance with 
section 144 of the Charities Act 2011 and with regulations made under 
section 154 of that Act. Our audit work has been undertaken so that 
we might state to the trustee 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 Fund and the trustee, for our audit work, for this 
report, or for the opinions we have formed.

In our opinion, the financial statements:
• give a true and fair view of the state of the Fund’s affairs as at 31 

October 2017 and of its revenue and net capital gains for the year 
then ended;

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

• have been prepared in accordance with the requirements of the 
Charities Act 2011 and Regulation 6 of the Charities (Accounts and 
Reports) Regulations 2008.

Basis for opinion
We conducted our audit in accordance with International Standards 
on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities 
under those standards are further described in the Auditor’s 
responsibilities for the audit of the financial statements section of 
our report. We are independent of the Fund in accordance with the 
ethical requirements that are relevant to our audit of the financial 
statements in the UK, including the FRC’s Ethical Standard, and we 
have fulfilled our other ethical responsibilities in accordance with these 
requirements. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in rela-
tion to which the ISAs (UK) require us to report to you where:
• the trustee’s use of the going concern basis of accounting in the 

preparation of the financial statements is not appropriate; or
• the trustee has not disclosed in the financial statements any 

identified material uncertainties that may cast significant doubt 
about the Fund’s ability to continue to adopt the going concern 
basis of accounting for a period of at least twelve months from the 
date when the financial statements are authorised for issue.

Other information
The trustee is responsible for the other information. The other 
information comprises the information included in the annual report 
other than the financial statements and our auditor’s report thereon. 
Our opinion on the financial statements does not cover the other 
information and we do not express any form of assurance conclusion 
thereon.

In connection with our audit of the financial statements, our 
responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit 
or otherwise appears to be materially misstated. If we identify such 
material inconsistencies or apparent material misstatements, we 
are required to determine whether there is a material misstatement 
in the financial statements or a material misstatement of the other 
information. If, based on the work we have performed, we conclude 
that there is a material misstatement of this other information, we are 
required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in 
relation to which the Charities Act 2011 requires us to report to you if, 
in our opinion:
• the information given in the Manager’s report is inconsistent in 

any material respect with the financial statements; or
• sufficient accounting records have not been kept; or
• the financial statements are not in agreement with the accounting 

records and returns; or
• we have not received all the information and explanations we 

require for our audit.

Responsibilities of the Manager
As described in the Statement of Manager’s Responsibilities, the 
Manager is responsible for the preparation of financial statements 
in accordance with applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice), 
including FRS 102, ‘The Financial Reporting Standard applicable 
in the UK and Republic of Ireland’. The Trustee is required to take 
reasonable care to ensure compliance by the Manager with all relevant 
requirements.

In preparing the financial statements, the Manager is responsible 
for assessing the Fund’s ability to continue as a going concern, 
disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless the trustees either intend 
to liquidate the Fund or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s responsibilities for the audit of the financial 
statements
Our objectives are to obtain reasonable assurance about whether the 
financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the 
basis of these financial statements.

A further description of our responsibilities for the audit of the 
financial statements is located on the Financial Reporting Council’s 
website at www.frc.org.uk/auditorsresponsibilities. This description 
forms part of our auditor’s report.

Buzzacott LLP
Statutory Auditor
130 Wood Street
London
EC2V 6DL
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Investment objectives and policy

The Fund will seek to achieve, mainly through a portfolio of bank 
deposits and with minimal risk of capital loss, the higher rates 
of interest usually available in the London Money Market, whilst 
maintaining the ability of Depositing Charities to make withdrawals at 
short notice.

Investments will be made with banks and other institutions which 
meet rigorous criteria based on independent credit ratings and total 
asset size, with a maximum average maturity Date for the investments 
of no more than 180 days. Risk is further minimised by limiting 
the proportion of the Fund deposited with any single bank or other 
institution and is also minimised through diversification by lending to 

banks and institutions in a number of different banking groups.
The Fund may invest in sterling denominated deposits (including 
sterling negotiable certificates of deposit), Treasury Bills and other 
UK Government guaranteed securities and Floating Rate Bonds. The 
Fund must maintain at least 10% of its assets in investments realisable 
within 5 business days and the remainder repayable within a period not 
exceeding two years (except floating rate securities).

The Fund’s benchmark, before expenses, will be the 7-day London 
Interbank Bid Rate (LIBID) as measured by the British Bankers 
Association.

Risk warning

The Trustee and the Fund Manager undertake to use due skill, care 
and diligence in carrying out their duties under the Affirmative Deposit 
Fund for Charities Scheme, but whilst complying with this undertaking 
in relation to the investment of the Fund, they cannot give guarantees 
regarding the repayment of deposits.

The Affirmative Deposit Fund is exempt from the Financial Services 
and Markets Act 2000 and depositing charities are not eligible for 
the Statutory Investors Compensation Scheme or the services of 
the Financial Services Ombudsman. The Fund Manager is however 
authorised and regulated by the Financial Services Authority.

The current interest distribution is no guarantee of future returns.

Affirmative Deposit Fund  
for Charities
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Statement of total return

For the year ended 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Income: revenue   3,003 3,936
Expenses  2 (393) (404)
Net revenue after taxation   2,610 3,532
Total return before distributions   2,610 3,532
Distributions   (2,657) (3,408)
Change in net assets attributable to unit holders from investment activities  (47) 124

Balance sheet

as at 31 October 2017
   31.10.17 31.10.16 
  Note £’000s £’000s
Assets
Investments - deposits with authorised banks   498,962 451,426
Current assets:
Debtors  5 1,276 1,349
Cash and bank balances   49 -
Total assets   500,287 452,775
Liabilities
Creditors - cash and bank balances   - (34)
Creditors - other creditors  8 (145) (99)
Total liabilities   (145) (133) 
Net assets attributable to unitholders   500,142 452,642
Represented by:    
Current deposits   440,519 395,456
Term deposits   57,000 54,500
Income reserve  9 2,623 2,686
   500,142 452,642
Balance sheet approved and signed on behalf of the Manager by: 

John Sandford, Director    Marina Phillips, Secretary

Total expense ratios

   31.10.17 31.10.16 
Expense type   % %
Manager’s periodic charge (inc VAT)   0.24 0.24
Corporate Trustee’s charge (inc VAT)   0.02 0.02
Other expenses   0.01 0.01
Total expense ratio   0.27 0.27

Affirmative Deposit Fund  
for Charities
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Distributions paid

For the year ended 31 October 2017
 Net income Equalisation Distribution payable Date 
Distribution period per unit % per unit per unit % Payable
31 October 2016 - 29 November 2016 0.45 0.00 0.45 30 November 2016
30 November 2016 - 30 December 2016 0.40 0.00 0.40 31 December 2016
31 December 2017 - 30 January 2017 0.40 0.00 0.40 31 January 2017
31 January 2017 - 27 February 2017 0.40 0.00 0.40 28 February 2017
28 February 2017 - 30 March 2017 0.33 0.00 0.40 31 March 2017
31 March 2017 - 29 April 2017 0.33 0.00 0.33 30 April 2017
30 April 2017 - 30 May 2017 0.33 0.00 0.33 31 May 2017
31 May 2017 - 29 June  2017 0.33 0.00 0.33 30 June 2017
30 June 2017 - 30 July 2017 0.30 0.00 0.30 31 July 2017
31 July 2017 - 30 August 2017 0.30 0.00 0.30 31 August 2017
31 August 2017 - 29 September 2017 0.30 0.00 0.30 30 September 2017
30 September 2017 - 30 October 2017 0.30 0.00 0.30 31 October 2017
Average rate and total paid for year 0.35  0.35

 Net asset value Average distribution Average distribution LIBID (net of expenses) 
Year to 31 October £ 000’s % AER % %
2013 442,293 0.95 0.96 0.09
2014 453,713 0.62 0.62 0.09
2015 457,008 0.52 0.52 0.09
2016 449,956 0.53 0.53 0.09 
2017 497,519 0.35 0.35 (0.16)  

Income and net asset value history

Summary of deposits by credit rating

 31.10.17 31.10.17 31.10.16 31.10.16 
Rating band £000’s % £000’s %
Aa1 80,000 16.0 36,001 8.0
Aa2 33,401 6.7 25,001 5.5
Aa3 160,504 32.2 171,004 37.9
A1 180,047 36.1 189,410 42.0
A2 45,000 9.0 30,000 6.6
A3 10 - 10 -
Total 498,962 100.0 451,426 100.0

Affirmative Deposit Fund  
for Charities
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Summary of deposits

as at 31 October 2017
By maturity 31.10.17 31.10.17 31.10.16 31.10.16 
Repayable £’000s % £’000s %
On call 46,915 9.4 51,920 11.5
Within 5 business days 20,000 4.0 20,000 4.4
1 month 45,000 9.0 50,000 11.1
2 months 60,000 12.0 45,000 10.0
3 months 121,130 24.4 114,506 25.3
6 months 105,916 21.2 85,000 18.8
1 year 80,001 16.0 40,000 8.9
2 years 20,000 4.0 45,000 10.0
Total 498,962 100.0 451,426 100.0

as at 31 October 2017
   31.10.17 31.10.16 
   % %
Development Bank of Singapore   16.1 1.1
Nationwide   12.1 11.1
Santander UK   10.3 13.3
Bank of Scotland/Lloyds Bank   10.0 -
Société Générale   9.0 4.4
CIC   9.0 11.1
Sumitomo Mitsui Banking Corporation   8.0 6.7
Barclays   5.2 -
Crédit Agricole   4.0 2.2
Mizuho Bank   4.0 6.7
HSBC   3.3 0.2
Royal Bank of Canada   1.8 2.0
Toronto Dominion   1.2 1.3
CIBC   1.0 0.4
Commonwealth Bank of Australia   1.0 3.3
Mitsubishi UFJ Trust and Banking Corporation   1.0 12.2
Bank of Nova Scotia   1.0 -
SE Banken   0.8 0.9
Westpac Banking Corporation   0.8 0.9
National Australia Bank   0.4 1.1
Royal Bank of Scotland   - -
Lloyds   - 15.6
DZ Bank   - 5.5
Total   100.0 100.0

Summary of deposits by banking group

Affirmative Deposit Fund  
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Notes to the accounts

1. Accounting policies

(a) Basis of accounting
The accounts have been prepared under the historical cost convention, 
as modified by the revaluation of investments, and in accordance with 
United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice) including FRS 102 “The Financial 
Reporting Standard applicable in the UK and Republic of Ireland”, 
the Statement of Recommended Practice issued by the Investment 
Management Association in 2014, the Charities Act 2011, the Charities 
(Accounts and Reports) Regulations 2008 and the relevant Scheme of 
the Charity Commissioners.

(b) Income recognition
Interest on bank and building society deposits is accrued on a daily 
basis. Premiums and discounts arising on the purchase of short dated 
investments held by the Fund are taken to a Redemption Equalisation 
account and amortised on a straight line basis from the date of 
purchase to maturity. This amortisation is taken to Income account.

(c) Management expenses
The Manager’s periodic charge paid to Epworth Investment 
Management Limited is charged to the income of the Fund before 
distribution at a rate of 0.20%, plus VAT, of the value of the Fund. 
This fee covers the provision of staff and investment services and other 
expenses incurred by the Manager. The Corporate Trustee fee, audit 
and legal fees, and bank charges are charged separately to the income 
of the Fund before distribution.

(d) Distributions
All income of the Fund, after deduction of management and other 
expenses, and transfers to/from income reserve, is distributed to 
depositors.

(e) Basis of valuation
The Money Market Deposits, all of which are with banks, have been 
valued at cost.

2. Expenses

  2017 2016 
  £’000s £’000s
Payable to the Manager or associates
Manager’s periodic charge – see Note 1(c)   260 216
  260 216
Payable to the Corporate Trustees or associates  
and agents of either of them:  131 182
Other expenses:
Audit fee  8 6
Bank charges  - -
Other  (6) -
Other expenses  2 6
Total expenses  393 404

3. Taxation

The Fund is exempt from UK income tax and capital gains tax due to its 
charitable status pursuant to Sections 478 and 479 of the Corporation 
Tax Act 2010. Distributions are credited gross to depositors.

4. Deposits with authorised banks

Deposits are with financial institutions who have permission under 
Part 4 of the Financial Services and Markets Act 2000 to accept depos-
its.

5. Debtors

  2017 2016 
  £’000s £’000s
Interest receivable  1,276 1,349
Total debtors  1,276 1,349

6.  Current & term deposits

  2017 2016 
  £’000s £’000s
Central Finance Board
of the Methodist Church Deposit Fund  366,995 356,584
Affirmative Equity Fund  1,333 1,793
Affirmative Fixed Interest Fund  239 748
Affirmative Corporate Bond Fund  637 1,105
Other Charities  128,315 89,726
Total deposits  497,519 449,956

7. Maturity analysis

  2017 2016 
Repayable:  £’000s £’000s
On demand  440,519 403,456
Within 3 months  22,000 13,500
Within 1 year  30,500 21,500
Within 2 years  4,500 11,500
Total deposits  497,519 449,956

8. Creditors

  2017 2016 
  £’000s £’000s
Accrued expenses  145 99
Total creditors  145 99

9. Income reserve

The fund operates an income reserve which is accumulated out of 
income and held on trust for depositors for the time being.  The income 
reserve is maintained to ensure payment of interest to depositors each 
month even though a proportion of the income earned by the Fund will 
not be received until maturity date of individual deposits.  The reserve 
is also available to augment the Fund’s deposit rate and to provide 
against potential default of counterparties.

  2017 2016 
  £’000s £’000s
Balance at start of period  2,686 2,562
Adjustment in respect of prior periods  (16) -
Transfer (from)/to reserve  (47) 124
Income reserve at 31 October  2,623 2,686

Affirmative Deposit Fund  
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10. Risk management policies

The main risks arising from the Fund’s financial instruments and the 
Manager’s policies for managing these risks are summarised below. 
These policies have been applied throughout the period.

Interest rate risk
The Fund invests in fixed rate and floating rate deposits with an 
approved list of institutions maintained by the Manager. Changes in 
the interest rates may result in income either increasing or decreasing. 
The interest rate profile of the Fund’s financial assets and liabilities at 
31 October 2017 is set out below:

  2017 2016 
  £000’s £000’s
£ floating rate financial assets   46,630 35,006
£ fixed rate financial assets  452,332 416,420
£ financial assets not carrying interest  1,325 1,315
£ financial liabilities not carrying interest  (2,768) (2,785)
Total net assets   497,519 449,956

Credit risk
The Fund’s transactions expose it to the risk that a counterparty 
may not repay a deposit at its maturity date. To mimimise this risk, 
investments are made with banks and other institutions which meet 
rigorous criteria based on independent credit ratings and size, with a 
maximum average maturity date for the investments of no more than 
180 days. Risk is further minimised by limiting the proportion of the 
Fund deposited with any single bank or other institution.

Liquidity risk
To ensure that the Fund can meet obligations that may arise from 
depositors wishing to make withdrawals, the Manager must maintain 
at all times a minimum of 10% of the Fund’s assets in investments 
realisable within 5 working days.

11. Related party transactions

The Manager’s periodic charge is paid to Epworth Investment 
Management Limited, a related party to the Fund. The amounts paid 
in respect of the Manager’s periodic charge are disclosed in Note 2. 
At 31 October 2017, outstanding balances due to Epworth Investment 
Management Limited amounted to £26,526.28 (2016: £18,260.98). 
There were no other transactions entered into with Epworth 
Investment Management Limited during the period.

12. Contingent assets and liabilities

As at 31 October 2017, there are no commitments, contingent assets or 
liabilities which we are aware (2016 - nil).

Notes to the accounts
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