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THE GOLDEN CHARTER TRUST LIMITED

CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018
I am pleased to present my statement for the year ended 31 March 2018.
Background:
The Golden Charter Trust Limited (“Trust Limited”) was incorporated in 2015 to hold the investments and to carry
out the investment activity of The Golden Charter Trust (“the Trust“). The 100% shareholder of Trust Limited is
the Trust.
The Trust exists for the protection of both the planholders who have purchased funeral plans from the
independent plan provider, Golden Charter Limited ("the Plan Provider"), and for the funeral directors who have
undertaken to carry out the funeral services in accordance with the plan terms and conditions. To ensure this
protection, the Trust’s and Trust Limited’s assets are entirely separate and independent of the Plan Provider.
Structure:
The Strategic Report provides information about Trust Limited. However, the Board believes an understanding of
the overall performance and structure of the Trust is essential to appreciating Trust Limited’s activities.
Therefore, we have chosen to provide financial information on the combined position of Trust and Trust Limited
in this statement, including an unaudited consolidated balance sheet on page 3 and charts of the growth in the
net assets of the Trust and the annual investment performance of the Trust on page 4. In addition, the diagram
below shows the interaction between Trust Limited, the Trust and the Plan Provider from the sale of a funeral
plan through to the provision of a funeral service for a matured plan. The financial and non-financial highlights of
the Trust and Trust Limited are summarised on page 5.
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THE GOLDEN CHARTER TRUST LIMITED

CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018
Interaction between Trust Limited, the Trust, and the Plan Provider in the sale of a funeral plan through to the
provision of the funeral service:

1.
2.
3.
4.
5.
6.
7.
8.

Customer buys a funeral plan directly from the Plan Provider, or through an independent funeral director.
The money paid by the customer for their funeral plan is paid into the Trust.
Initial administrative costs are paid from the Trust to the Plan Provider.
The net plan proceeds are transferred from the Trust to Trust Limited for investment.
The Trust appoints carefully selected investment managers and monitors their performance.
Trust funds are invested across a broad range of investments to generate investment returns.
An amount is paid to the Plan Provider in respect of the ongoing maintenance and administration of live
plans.
The Trust makes a payment to the funeral director who has performed the funeral services under the
terms of the matured plan.
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THE GOLDEN CHARTER TRUST LIMITED

CHAIRMAN'S STATEMENT
FOR THE YEAR ENDED 31 MARCH 2018
Performance:
As I stated above, the Board believes that the provision of a proforma, unaudited statement of the consolidated
net assets of the Trust, as presented below, is essential to fully understand the purpose and performance of the
Trust and Trust Limited. It is an unaudited statement since the option to consolidate is not available under UK
accounting practice because the Trust's ownership of the share capital of Trust Limited is classified as an
investment portfolio and not as a business.

The consolidated statement of net assets is unaudited and does not form part of the financial statements.
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The chart below shows how the net assets of the Trust have increased from £512 million in 2014 to over £1
billion at 31 March 2018. This growth is attributed both to net funds from plan sales and from investment growth.

The following chart shows the overall annual investment performance of the Trust over the last five years. Whilst
the chart shows year to year fluctuations, it is important to appreciate that the Trust takes a long-term view on its
investment portfolio which is designed to match the maturity of liabilities over the life of funeral plans. Over the
five year period the investment returns have averaged 5.5% and over the 10 year period from 2008, the average
return on the Trust's investment portfolio was 6.3%. However, index linked gilts, which make up 50% of our
portfolio, had a sustained period of outperformance in this period and we expect return for this asset class to be
lower going forward.
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Financial and non-financial highlights
For the year ended 31 March 2018
_________________________________________________________________________________________
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Actuary's Report:
On an annual basis, as at 31 March, a full and detailed Actuarial Review of the Trust regarding the ability of the
Trust to meet its liabilities for maturing funeral plans is undertaken. Additional updates are also provided during
the year to the Trust as requested. The most recent full valuation was at 31 March 2018 and showed that the
Trust’s assets, primarily the underlying investments held by Trust Limited, were over 100% of the funds required
to meet future funeral costs covered by the plans in the Trust, allowing for increases in funeral costs in line with
future levels of inflation as measured by the Consumer Price Index.
The Future:
The funeral planning industry is coming under increasing media and regulatory scrutiny and this has
strengthened the resolve of the Board to provide clear information about the Trust and Trust Limited. To this
end, a new website was launched during the year which makes it easier to obtain information about the Trust,
Trust Limited and the people who act as trustees and directors.
I believe the Trust and Trust Limited are well placed to meet the challenges that lie ahead. The trustees of the
Trust, who are also the directors of Trust Limited, are high calibre individuals with a broad mix of skills and
experience. We remain committed to safeguarding the assets of the Trust and of Trust Limited for the long-term
benefit of planholders who have purchased funeral plans from the Plan Provider and of the funeral directors who
are the beneficiaries of the Trust.
Governance
Strong governance is key to how the Trust performs its duties and carries out its responsibilities and this
governance is mirrored in Trust Limited, as demonstrated in the Strategic Report.
Finally, I would like to thank my fellow directors and our employees for their valued contribution, commitment and
support over the year.

Ian Blackford
Chairman
9 November 2018
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THE GOLDEN CHARTER TRUST LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2018

Background:
The Golden Charter Trust Limited (“Trust Limited”) was incorporated on 16 January 2015. The 100%
shareholder of Trust Limited is The Golden Charter Trust (“the Trust”).
An explanation of the position of Trust Limited within the overall structure of the Trust, and the interaction
between Trust Limited, the Trust, and the plan provider, Golden Charter Limited (”the Plan Provider”), is given in
the Chairman’s Statement.
In compliance with accounting standards, this Strategic Report and the accompanying financial statements relate
to Trust Limited only, whereas additional information on the combined position of the Trust and Trust Limited is
given in the Chairman’s Statement.
Principal activity:
The principal activity of Trust Limited is to invest the net funds received into the Trust from the sale of funeral
plans by the Plan Provider, with a view to ensuring that, at all times, there are sufficient funds available to the
Trust to meet the anticipated invoice costs of all outstanding and maturing funeral plans.
Governance:
Trust Limited is administered by a Board of Directors comprising of eight experienced business people from a
wide range of backgrounds. The Board normally meet on a quarterly basis but will meet on non-scheduled dates
as required.
The Board employs a Company Secretary and a Risk & Operations Analyst who have day to day responsibility
for managing the legal, financial and administrative affairs of Trust Limited.
The Board is responsible for all executive decisions. However, certain matters are delegated to various
subcommittees, comprising of directors, who make recommendations to the Board.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Investment Strategy Group:
The Board set out guidelines within which the Investment Strategy Group sub-committee ("ISG") implements
investment policy and has a schedule of matters reserved exclusively for resolution by the Board.
In performing their strategic investment function, the Board and the ISG take advice from their investment
advisers, Barnett Waddingham LLP. The investment advisers liaise with the various appointed investment
managers who perform the day to day portfolio management within their agreed mandate.
The remit of the ISG is to take delegated responsibility on behalf of the Board for:




the oversight of Trust Limited’s investment affairs;
acting under advice from the investment consultants and actuaries, Barnett Waddingham; and
acting under advice from the investment managers who have discretionary powers within the terms of
their mandate.

The ISG has no independent executive authority and all substantive decisions are taken by the Board. The main
duties of the ISG are:





To assess the quality of the performance and processes of the investment managers;
To recommend the appointment and/or replacement of investment managers;
To monitor compliance of the investment arrangements with the Statement of Investment Principles on an
ongoing basis; and
To report back regularly to the Board.

Audit Committee:
Trust Limited’s Audit Committee monitors the integrity of Trust Limited’s financial statements, reviews internal
financial controls including risk management systems, and makes recommendations to the Board on the
appointment of external auditors.
The remit of the Audit Committee is to take delegated responsibility on behalf of the Board for ensuring that:




there is a framework for accountability;
there are systems and methods of control in place, both financial and otherwise, including risk analysis
and risk management and that these are reviewed regularly; and
Trust Limited is complying with all aspects on the law, relevant regulations, and good practice.

The Audit Committee has no independent executive authority and all substantive decisions are taken by the
Board as a whole.
The main duties of the Audit Committee are:





To provide assurance to the Board on audit issues and internal controls;
To inform the Board sufficiently on audit matters;
To review the risk register and its supplementary documents on a frequent basis; and
To report back regularly to the Board.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Each year Trust Limited prepares accounts in accordance with UK Accounting Standards. The accounts are
audited by Grant Thornton UK LLP and reviewed by the Audit Committee.
During the year the Audit Committee has had a particular focus on ensuring that adequate cyber security
measures are in place and that Trust Limited is taking the necessary steps to identify and implement its
responsibilities under the new General Data Protection Regulations.
Nominations and Remuneration Committee:
The remit of the Nominations and Remuneration Committee is to take delegated responsibility on behalf of the
Board for:





identifying and nominating, for the approval of the Board, candidates to fill director vacancies;
considering the re-appointments of directors upon conclusion of their specified term of office;
making recommendations in respect of membership and chairmanship of Board sub-committees; and
reviewing and approving annually the remuneration of the directors and the Company Secretary.

The Nominations and Remuneration Committee has no independent executive authority and all substantive
decisions are taken by the Board as a whole.
The main duties of the Nominations and Remuneration Committee are:







To inform the Board sufficiently on nomination and remuneration matters that it may be confident in the
actions of the Committee.
To refer to the Board should any concerns arise.
To ensure that any decisions taken by the Committee are helpful and constructive for Trust Limited.
To obtain any necessary external professional advice to enable the Committee to carry out its
responsibilities more effectively, in accordance with previously set budgets by the Board.
To provide assurance to the Board on nomination matters and that open and robust recruitment, reappointment and sub-committee selection processes are in place and operating effectively.
To make recommendations to the Board for the appointment of the Company Secretary and any other
direct employees of Trust Limited.

Page 9

THE GOLDEN CHARTER TRUST LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Investment Report
Principal investment objective:
The principal investment objective of Trust Limited is to invest the funds received from the Trust in such a way as
to maximise the likelihood that the Trust’s assets, primarily its ownership of Trust Limited, will be sufficient to
meet the costs of all pre-paid funeral plans as they mature.
In the period since incorporation in 2015, thanks to the investment strategy employed by the Board, and to robust
investment performance, Trust Limited has achieved this objective.
Investment strategy:
The 2017-18 financial year saw the culmination of a series of changes to the investment strategy which were set
in train in 2015 when new directors with specific investment expertise were appointed to the Board and to the
ISG sub-committee.
Based on the advice of the ISG, the Board has diversified Trust Limited’s asset allocation and increased the
number of external managers in order to take advantage of investment expertise in different areas. Our current
target is now to hold 50% of assets in index-linked gilts, with the other 50% divided between global equities,
diversified growth funds, long lease property, infrastructure assets, corporate debt and money market funds.
Investment portfolio:
At 31 March 2018, Trust Limited's investment portfolio comprised of the following investments:
Type of investment
Direct Investments

Investment Manager

Holding as a
Investment
percentage of
investment portfolio
Legal & General Investment
47.6%
Index-linked gilts
Management
2.7%
Liquidity Funds

Collective Investment Artisan Partners
Schemes
Aviva Lime

15.2%

Artisan Global Equity Fund

10.5%

Lime Property Fund Unit Trust

Baillie Gifford

7.3%

BNY Mellon Fund
Managers Limited
Columbia Threadneedle

7.0%

Baillie Gifford Diversified Growth
Fund
Newton Real Return Fund

Hermes Asset Management

4.3%

Partners Group

1.3%

4.1%

Threadneedle Property Unit
Fund
Hermes Multi Strategy Credit
Fund
Partners Group Infrastructure
Fund

During the year we completed the transfer of our holding in index-linked gilts from Royal London to Legal &
General. Index-linked gilts are the largest single part of our investment portfolio and the passive management of
Legal and General, whose aim is to replicate the performance of the wider asset class, will give better protection
against the risk of underperformance of this asset class than the active management of Royal London, as well as
realising a significant saving in management fees.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Investment managers
A new investment manager, Hermes, was appointed in the year with a specific mandate for investment in
corporate debt. This brings the total number of underlying investment managers to eight and reflects the
continued growth in the funds under investment and the increasing investment diversification I referred to above.
The investment managers are invited regularly to ‘face to face’ meetings with the members of the ISG and this
helps both to monitor performance and to understand the thinking and decisions behind the management of
these large financial institutions.
The allocation by investment manager and asset classes at 31 March 2018 is shown in the charts below.
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Investment performance
The performance of Trust Limited’s underlying investment managers is measured against specific benchmarks
and monitored by Trust Limited’s investment advisers and by the ISG. Each month, the investment advisers
provide the Board with a statement of the overall performance of the portfolio of investments and of the individual
underlying investment managers. The Board will formally review performance at least four times a year.
After some years of exceptional returns, the performance of index-linked gilts as an asset class was effectively
flat. In comparison, most of the underlying investment managers performed well relative to their specific
benchmarks and the Board is satisfied that the diversification strategy remains appropriate.
Summary
The early results of the changes to the investment portfolio undertaken over the period since the incorporation of
Trust Limited have, on the whole, been encouraging. Those changes took place during a period when conditions
in the investment markets, for the most part, were relatively favourable. The next few years may not be quite so
benign, but the Board believes that the investment portfolio is well placed to face the challenges of the future.

Gareth Howlett
Chairman of the Investment Strategy Group
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STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Key risks and uncertainties
Trust Limited has a robust risk control framework for the identification and mitigation of risk, which is reviewed
regularly by the Board. The Board delegates oversight of a number of its risk management activities to the Audit
Committee.
FRS102 requires the disclosure of information in relation to credit risk and market risk and these are discussed
in note 21 to the financial statements.
The Board’s current view of the key risks and uncertainties faced by Trust Limited is as follows:


Investment performance

Investment performance fails to deliver expected returns impacting on the Trust’s funding level.
The investment approach of Trust Limited involves appointing underlying investment managers with the aim of
achieving the current term strategic target, which is to hold, as the largest single asset, a diversified portfolio of
index-linked gilts. The balance is divided between equities, commercial property, infrastructure assets, corporate
bonds and multi asset funds.
Trust Limited’s asset allocation strategy is designed to ensure that the assets are diversified, liquid, and of
appropriate investment quality. The Board monitor the strategy regularly to satisfy themselves that these criteria
are being met.
The Board meet formally with the investment advisers on a quarterly basis when the investment performance
and portfolio transactions are discussed and reviewed. Trust Limited is dependent on the services of the
investment advisers for the implementation of its investment policy.


Economic conditions

Uncertainty in the political arena and financial markets adversely affects investment returns.
Changes in economic conditions, including, for example, interest rates, rates of inflation, industry conditions,
competition, political events and trends and tax legislation can substantially and adversely or favourably affect
the value of Trust Limited’s portfolio. The Board receives regular updates on economic conditions and their
potential impact on Trust Limited.


Liquidity

Insufficient funds are available to Trust Limited to provide the Trust with cash to meet the cost of maturing
funeral plans.
Liquidity risk is the risk that Trust Limited wishes to sell the assets but is unable to do so (or not at fair value).
Most of the assets held are highly liquid and held in daily traded funds. Illiquidity risk primarily exists in the
property holdings, which are not traded on liquid markets, although the funds do offer periodic liquidity and the
infrastructure holdings, which are held via a closed ended fund which does not offer direct liquidity. The Board
considers the liquidity of the assets when setting the overall strategy.
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Loss of key personnel

The sudden or unexpected loss of key personnel impacts on the performance of management functions.
The Board has contracts in place for all directors and senior management. Directors serve for a fixed term and
are subject to an agreed retirement by rotation schedule. The Board consider that they have sufficient numbers
and breadth of skill and experience to deal with the unexpected loss or departure of a director or employee.


Business disruption

Trust Limited’s operations are compromised by a cyber-attack.
The Board, through the Audit Committee, regularly assesses and reviews the adequacy of its service provider’s
preparedness for preventing and minimising the impact of cyber-attacks.
Key performance indicators
The key performance measures of Trust Limited are as follows:


Assets under management

The aim is to increase the overall value of assets under management

Progress - the value has increased from £879.4m in 2017 to £977.4m in the year to 31
March 2018



Total return

The aim is to achieve an overall return in excess of the annual percentage increase in CPI

Progress - Overall return in 2018 was 3.1% compared to CPI of 2.3%



Underlying investment managers' benchmarks

The aim is to oversee the achievement of benchmarks by underlying investment managers

Progress - the majority of the underlying investment managers achieved or exceeded their
benchmark in the year to 31 March 2018



Asset allocation strategy

The aim is to achieve and maintain the asset allocation strategy in accordance with the Statement
of Investment Principles

Progress - at 31 March 2018 the asset allocation was consistent with the near term target
agreed by the Board

The Board reviews a number of other performance indicators to allow it to manage the business and ensure that
the strategy and objectives are being delivered.
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Financial review
The net profit of Trust Limited for the year after taxation amounted to £13.1m (2017: £66.8m). The decrease in
profit of £53.7m in the year is largely attributable to the lower level of gains on disposal of investments in the
current year. The high level of gains in the previous year was largely due to the sale of index-linked gilts which
had enjoyed a sustained period of outperformance which has not continued in the current year. Net gains on
disposal of investments are reported as part of the overall net gains on financial assets at fair value through
profit or loss on the Statement of comprehensive income.
Cash receipts from investment income in the year were £13.6m (2017: £10.3m). This income includes dividends
and other income from our managed funds and interest from our core investment holding of UK government
issued index linked gilts.
The net assets of Trust Limited at the year-end were £731.0m (2017: £718.0m).
The Board envisages that Trust Limited’s net assets will continue to grow in line with the Plan Provider’s
forecasts for funeral plan sales, and from prudent management of Trust Limited’s investments.
As explained at the beginning of the Strategic Report and in the Chairman’s Statement, Trust Limited is wholly
owned by the Trust. The Trust’s net assets at 31 March 2018 amounted to £1.032 billion.
The difference between the Trust’s net assets and Trust Limited’s net assets is primarily due to the intercompany
loan of £287m from the Trust to Trust Limited, which is shown as a current liability in note 14. This loan
represents the funds transferred from the Trust to Trust Limited for investment.

This report was approved by the board on 9 November 2018 and signed on its behalf.

Ian Blackford
Chairman

Page 15

THE GOLDEN CHARTER TRUST LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2018
The Directors present their report and the financial statements for the year ended 31 March 2018 for The Golden
Charter Trust Limited ("Trust Limited").
Background
The entire share capital of Trust Limited is owned by The Golden Charter Trust (“the Trust”). The structure of the
Trust is set out in the Strategic Report.
Trust Limited is a limited company registered in England & Wales under number 09392629.
Results and dividends
The net profit for the year after taxation was £13.1m (2017: £66.8m). The net assets at the year-end were
£731.0m (2017: £718.0m). No dividend is proposed or paid (2017: £Nil).
Directors
The Directors who served during the year were:
Ian Blackford
Ian M Barnett
Gordon H Brough
Geraldine E Gammell
Gareth A Howlett
David P Kidd
Paul R Stevenson
Iain D C Webster
Directors' indemnification and insurance
Articles 66 and 67 of Trust Limited’s Articles of Association provide that, insofar as permitted by law, every
director shall be indemnified by Trust Limited against all costs, charges, expenses, losses or liabilities incurred in
the execution and discharge of the directors’ duties, powers or office.
Trust Limited has arranged appropriate insurance cover in respect of legal action against its directors.
Directors' responsibilities statement
The Directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.
Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including FRS102
“The Financial Reporting Standard applicable in the UK and Republic of Ireland”. Under company law the
Directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of Trust Limited and of the profit or loss of Trust Limited for that period.
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In preparing these financial statements, the Directors are required to:


select suitable accounting policies for Trust Limited's financial statements and then apply them
consistently;



make judgements and accounting estimates that are reasonable and prudent;



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



prepare the financial statements on the going concern basis unless it is inappropriate to presume that
Trust Limited will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
Trust Limited's transactions and disclose with reasonable accuracy at any time the financial position of Trust
Limited and to enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of Trust Limited and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.
Donations
Trust Limited did not make any charitable or political donations in the year (2017: £Nil).
Subsequent events
In our report last year, we advised that the Board of the Trust had sought independent professional advice on
converting all or part of the loan from the Trust to Trust Limited. Following full evaluation of this advice, it was
decided to convert part of the outstanding loan into equity. However, in light of the uncertainty that is now
attaching to the industry following HM Treasury’s proposal to introduce statutory regulation to the pre-paid funeral
plan market, the Board of the Trust believe it is prudent to postpone the implementation of their decision, and to
review it when the outcome, and full details of HM Treasury’s investigation is known.
Disclosure of information to auditor
Each of the persons who are directors at the time when this Directors' Report is approved has confirmed that:


so far as the director is aware, there is no relevant audit information of which Trust Limited's auditor is
unaware, and



the director has taken all the steps that they ought to have taken as a director in order to be aware of any
relevant audit information and to establish that Trust Limited's auditor is aware of that information.

Auditor
Grant Thornton UK LLP having offered themselves for re-appointment as auditors, shall be deemed to be
reappointed for the next financial year.
This report was approved by the board on 9 November 2018 and signed on its behalf.

................................................
Ian Blackford
Chairman
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE GOLDEN CHARTER TRUST LIMITED

Opinion
We have audited the financial statements of The Golden Charter Trust Limited ("Trust Limited") for the year
ended 31 March 2018, which comprise the Statement of Comprehensive Income, the Statement of Financial
Position, the Statement of Cash Flows, the Statement of Changes in Equity and the related notes, including a
summary of significant accounting policies. 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).
In our opinion, the financial statements:


give a true and fair view of the state of Trust Limited's affairs as at 31 March 2018 and of its profit 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 Companies Act 2006.

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 Trust Limited in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council'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.
Who we are reporting to
This report is made solely to Trust Limited's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to Trust Limited's members
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 Trust Limited and Trust
Limited's members, as a body, for our audit work, for this report, or for the opinions we have formed.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:


the Directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or



the Directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about Trust Limited'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.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE GOLDEN CHARTER TRUST LIMITED
(CONTINUED)

Other information
The Directors are 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, except to the extent otherwise explicitly
stated in our report, 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.
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:


the information given in the Strategic Report and the Directors' Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and



the Strategic Report and the Directors' Report have been prepared in accordance with applicable legal
requirements.

Matter on which we are required to report by the Companies Act 2006
In the light of the knowledge and understanding of Trust Limited and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic Report or the Directors' Report.
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 Companies Act 2006
requires us to report to you if, in our opinion:


adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or



the financial statements are not in agreement with the accounting records and returns; or



certain disclosures of Directors' remuneration specified by law are not made; or



we have not received all the information and explanations we require for our audit.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF THE GOLDEN CHARTER TRUST LIMITED
(CONTINUED)

Responsibilities of directors for the financial statements
As explained more fully in the Directors' Responsibilities Statement on page 16, the Directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the Directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the Directors are responsible for assessing Trust Limited'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 Directors either intend to liquidate Trust Limited 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.

Andrew Howie (Senior Statutory Auditor)
for and on behalf of
Grant Thornton UK LLP
Chartered Accountants
Statutory Auditor
Glasgow
9 November 2018
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THE GOLDEN CHARTER TRUST LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2018

Note
Net gains on financial assets at fair value through profit or loss

10

Operating expenses

2018
£000

As restated
2017
£000

30,483

92,182

(20,070)

(17,686)

Operating profit

4

10,413

74,496

Interest income

8

10

8

10,423

74,504

2,627

(7,727)

13,050

66,777

Profit before tax
Tax on profit
Profit for the financial year

9

There were no recognised gains and losses for 2018 or 2017 other than those included in the statement of
comprehensive income.
There was no other comprehensive income for 2018 (2017: £Nil).
The notes on pages 25 to 40 form part of these financial statements.
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THE GOLDEN CHARTER TRUST LIMITED
REGISTERED NUMBER:09392629
STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2018

Note

2018
£000

2017
£000

Fixed assets
Investments at fair value through profit or
loss

10

975,320

877,339

Investment property

11

2,100

2,100

977,420

879,439

Current assets
Cash and cash equivalents

12

37,359

63,276

Debtors: amounts falling due within one year

13

6,400

2,433

43,759

65,709

(288,740)

(226,390)

Creditors: amounts falling due within one
year

14

Net current liabilities
Total assets less current liabilities

(244,981)

(160,681)

732,439

718,758

Provisions for liabilities
Deferred tax

15

(1,390)

(759)
(1,390)

Net assets

731,049

(759)
717,999

Capital and reserves
Called up share capital

17

250

250

Share premium account

18

657,136

657,136

Profit and loss account

19

73,663

60,613

731,049

717,999

The financial statements were approved and authorised for issue by the Board and were signed on its behalf by:

Ian Blackford
Chairman
Date: 9 November 2018
The notes on pages 25 to 40 form part of these financial statements.
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THE GOLDEN CHARTER TRUST LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

Called up
share capital

Share
premium
Profit and
account loss account

Total equity

£000

£000

£000

£000

250

657,136

(6,164)

651,222

At 16 April 2016
Comprehensive income for the year
Profit for the year

-

-

66,777

66,777

Total comprehensive income for the year

-

-

66,777

66,777

60,613

717,999

At 1 April 2017

250

657,136

Comprehensive income for the year
Profit for the year

-

-

13,050

13,050

Total comprehensive income for the year

-

-

13,050

13,050

73,663

731,049

At 31 March 2018

250

657,136

The notes on 25 to 40 form part of these financial statements.
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THE GOLDEN CHARTER TRUST LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2018
2018
£000

2017
£000

(385,294)

(2,398,733)

Cash flows from operating activities
Purchase of investments held at fair value
Cash receipts from investment income

13,636

10,257

Proceeds from sale of investments held at fair value

286,038

2,330,150

Cash paid for operating expenses

(19,576)

(18,832)

(6,516)

(236)

(111,712)

(77,394)

Proceeds from loan from the Trust

85,795

102,112

Net cash used in financing activities

85,795

102,112

(25,917)

24,718

Cash and cash equivalents at beginning of year

63,276

38,558

Cash and cash equivalents at the end of year

37,359

63,276

37,359

63,276

37,359

63,276

Corporation tax paid
Net cash expended from operating activities
Cash flows from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the end of year comprise:
Cash at bank and in hand

The notes on pages 25 to 40 form part of these financial statements.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
1.

General information
The Golden Charter Trust Limited ("Trust Limited") is a limited company incorporated in England and
Wales. Trust Limited's registered office is Suite 1, 3rd floor, 11-12 St James’s Square, London, SW1Y
4LB. Trust Limited's principal place of business is Canniesburn Gate, 10 Canniesburn Drive, Bearsden,
Glasgow, G61 1BF.

2.

Accounting policies
The following principal accounting policies have been applied:
2.1 Basis of preparation of financial statements
The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.
The financial statements are presented in sterling (£).
The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgement in applying Trust
Limited's accounting policies (see note 3).
2.2 Changed presentation of accounts
The directors have changed the presentation of the income statement to present one column for
each financial year, rather than the revenue, capital and total columns presented in the prior year.
The directors consider that the change in presentation better reflects the overall objectives and
performance of the company. There has been no effect on the profit for the year ended 31 March
2017.
2.3 Going concern
The financial statements of Trust Limited have been prepared on a going concern basis. Trust
Limited is able to meet all of its liabilities from its assets. Trust Limited has considerable financial
resources comprising of investments and cash. The investments are carefully managed by the Board
on a day to day basis in conjunction with Trust Limited's investment advisers and fund managers.
Therefore, the Board believes that Trust Limited will continue in operational existence for the
foreseeable future and is financially sound.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2.

Accounting policies (continued)
2.4 Investment portfolio
Investments are categorised as an investment portfolio and the assets and liabilities are recognised
in the financial statements at fair value through profit or loss. Where separate bid and offer prices are
available, the bid price is used for investment assets and the offer price for investment liabilities.
Otherwise, the closing single price, single dealing price or most recent transaction price is used.
In the case of investments in private equity funds, this is based on the net asset value of those funds
ascertained from periodic valuations provided by the managers of the funds and recorded up to the
measurement date. Such valuations are necessarily dependent upon the reasonableness of the
valuations by the fund managers of the underlying investments.
When quoted or other unit prices are not available, the Directors adopt valuation techniques
appropriate to the class of investment.
Investments in money market funds held by investment managers are held as part of an investment
portfolio to create a mix of interest rate and liquidity exposures, and are not held for operations.
2.5 Investment property
Investment property is carried at fair value determined annually either by the directors or by external
valuers and derived from the current market rents and investment property yields for comparable real
estate, adjusted if necessary for any difference in the nature, location or condition of the specific
asset. No depreciation is provided. Changes in fair value are recognised in the Statement of
Comprehensive Income.
2.6 Debtors
Short term debtors are measured at transaction price, less any impairment.
2.7 Cash and cash equivalents
Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than two days. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value. Cash held in bank accounts and in short
term money market funds that are held for operations are considered to be cash and cash
equivalents.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2.

Accounting policies (continued)
2.8 Financial instruments
Other than investments, Trust Limited only enters into basic financial instruments transactions that
result in the recognition of financial assets and liabilities like trade and other accounts receivable and
payable.
Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the Statement of Comprehensive Income.
For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the
contract.
Financial assets and liabilities are offset and the net amount reported in the Statement of Financial
Position when there is an enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis or to realise the asset and settle the liability simultaneously.
2.9 Commitments
Agreements to provide funding to acquire investments is disclosed as a financial commitment where
the acquisition will happen after the year end.
2.10 Creditors
Short term creditors are measured at the transaction price.
2.11 Foreign currency translation
Monetary assets and liabilities in foreign currencies are translated into sterling at the rate of
exchange ruling at the balance sheet date. Transactions in foreign currencies are translated into
sterling at the rate ruling at the date of the transaction. Exchange gains and losses are recognised in
the Statement of Comprehensive Income.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2.

Accounting policies (continued)
2.12 Current and deferred taxation
The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement
of Comprehensive Income, except where the tax charge relates to income or expenses recognised
as other comprehensive income or to items recognised directly in equity.
The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where Trust Limited operates
and generates income.
Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:


The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and



Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences. Deferred tax is
determined using tax rates and laws that have been enacted or substantively enacted by the
reporting date.
3.

Significant judgements and estimates
The key significant judgement or estimate to report is the valuation of private equity investments as
disclosed in note 2.4.

4.

Operating profit
The operating profit is stated after charging:

Payments to the Plan Provider

2018
£000

2017
£000

15,756

14,736

Transaction costs on acquisition of investments

1,717

-

Investment managers' fees

1,927

1,698

Legal and professional fees

564

716

Payments to the Plan Provider include payments for the on-going maintenance and administration of live
funeral plans. The amounts of these payments are agreed annually between the Trust and the Plan
Provider. Trust Limited has agreed to make these payments to the Plan Provider on behalf of the Trust.
In addition, Trust Limited pays the Plan Provider, an annual fee under a Service Level Agreement
between the Trust and the Plan Provider, for the provision of accounting and other administrative
services provided to the Trust and Trust Limited.

Page 28

THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
5.

Auditor's remuneration
2018
£000

2017
£000

42

33

Accounting services

13

9

Tax advisory

14

23

Tax compliance

29

29

2018
£000

2017
£000

Wages and salaries

392

369

Social security costs

37

37

4

4

433

410

Fees payable to Trust Limited's auditor and its associates for the audit of
Trust Limited's annual financial statements
Fees payable to Trust Limited's auditor and its associates in respect
of:

6.

Employees
Staff costs, including Directors' remuneration, were as follows:

Cost of defined contribution scheme

The average monthly number of employees, including the Directors, during the year was as follows:

Employees, including directors

2018
No.

2017
No.

10

10

Pension payments recognised as an expense during the period amount to £4,124 (2017: £4,280).
7.

Directors' remuneration

Directors' emoluments

2018
£000

2017
£000

296

288

The highest paid Director received remuneration of £49,191 (2017: £55,594).
During the period no directors participated in money purchase pension schemes.
Directors were the only individuals considered to be key management personnel in the year.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
8.

Interest receivable

Other interest receivable

9.

2018
£000

2017
£000

10

8

2018
£000

2017
£000

-

7,169

Taxation

Corporation tax
Current tax on profits for the year
Adjustments in respect of previous periods

(3,258)

Total current tax

(3,258)

(201)
6,968

Deferred tax
Origination and reversal of timing differences

631

759

Total deferred tax

631

759

Taxation on profit on ordinary activities

(2,627)

7,727
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

9.

Taxation (continued)

Factors affecting tax charge for the year
The tax assessed for the year is lower than (2017: lower than) the standard rate of corporation tax in the
UK of 19% (2017: 20%). The differences are explained below:

Profit on ordinary activities before tax
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2017: 20%)

2018
£000

2017
£000

10,424

74,504

1,981

14,901

Effects of:
Expenses not deductible for tax purposes
Income not taxable for tax purposes
Chargeable gains
Adjustments to tax charge in respect of prior periods

3,753

733

(11,929)

(9,581)

2,501

1,956

(3,258)

(201)

Deferred tax not recognised on tax losses

1,480

(81)

Losses carried back

2,845

Total tax (credit)/ charge for the year

(2,627)

7,727

Deferred tax
Trust Limited has an unrecognised deferred tax asset in respect of tax losses carried forward of £1,390k
(2017: £Nil) as at 31 March 2018.
These tax losses have not been recognised as the timing that these tax losses could be recovered
against future taxable profits is not reasonably certain.
Factors that may affect future tax charges
The Finance Act 2016 included legislation to reduce the main rate of UK corporation tax from 20% to 19%
from 1 April 2017 and to 17% from 1 April 2020. Temporary differences have been measured using the
enacted tax rates that are expected to apply when the liability is settled or the asset realised.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
10.

Investments at fair value through profit or loss

Opening balance

2018
£000

As restated
2017
£000

877,339

709,225

Net additions

67,498

75,932

Net gain on financial assets at fair value

30,483

92,182

975,320

877,339

2018
£000

2017
£000

463,860

473,532

26,641

19,209

Subtotal

490,501

492,741

Collective investment schemes

484,819

384,598

Closing balance

975,320

877,339

2018
£000

2017
£000

Opening balance

2,100

2,100

Closing balance

2,100

2,100

Closing balance
The fair value of investments can be broken down as follows:

Index-linked gilts
Liquidity funds

11.

Investment property

In the opinion of the Directors, after consulting with their property managers, the carrying value of the
investment property reflects the market value at 31 March 2018.
The investment property is let on a full repairing and insuring basis, negotiated at arm’s length, to the
Plan Provider and produces a gross yield of 9.85%.
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THE GOLDEN CHARTER TRUST LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018
12.

Cash and cash equivalents

Cash at bank in hand
Short term money market fund

2018
£000

2017
£000

258

41,276

37,101

22,000

37,359

63,276

The short term money market fund is held with Royal London. The objective of the fund is to provide
stability of capital and to provide an income in line with money market rates. The fund invests primarily in
Certificate of Deposits, Gilts and Floating Rate Notes. Funds can be recalled on a two day notice.
At 31 March 2017, cash at bank included cash held to settle investment purchases made prior to year
end but paid in April 2017.

13.

Debtors

Prepayments and accrued income
Other debtors
Tax recoverable

14.

2018
£000

2017
£000

3,157

2,227

201

206

3,042

-

6,400

2,433

2018
£000

2017
£000

286,919

201,124

Creditors: Amounts falling due within one year

Amounts owed to the Trust
Amounts payable to the Plan Provider
Trade and other creditors
Taxation payable

1,322

1,274

499

17,260

-

6,732

288,740

226,390

The loan from the Trust is unsecured, non-interest bearing and repayable in full on demand.
At 31 March 2017, the trade and other creditors balance includes investment purchases made prior to the
year end, in which the cash payment was settled following the year end.
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NOTES TO THE FINANCIAL STATEMENTS
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15.

Deferred taxation
2018
£000

2017
£000

At beginning of year

(759)

-

Origination and reversal of timing differences

(631)

(759)

(1,390)

(759)

2018
£000

2017
£000

(31)

(22)

At end of year
The deferred taxation balance is made up as follows:

Accelerated capital allowances
Tax losses carried forward
Fair value movements taxable on sale of investments

16.

1,390

-

(2,749)

(737)

(1,390)

(759)

2018
£000

2017
£000

1,014,779

942,715

6,400

2,433

1,021,179

945,148

288,740

226,390

Financial instruments

Financial assets
Financial assets measured at fair value through profit or loss
Financial assets measured at amortised cost

Financial liabilities
Financial liabilities measured at amortised cost

The fair value of unquoted investments is determined based on the net asset value of those funds
ascertained from periodic valuations provided by the managers of the funds and recorded up to the
measurement date. Such valuations are necessarily dependent upon the reasonableness of the
valuations by the fund managers of the underlying investments.

Page 34

THE GOLDEN CHARTER TRUST LIMITED
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17.

Share capital
2018
£000

2017
£000

250

250

2018
£000

2017
£000

657,136

657,136

Allotted, called up and fully paid
25,001,000 Ordinary shares of £0.01 each

18.

Reserves

Share premium

The share premium account includes premiums received on issue of ordinary share capital, net of any
transaction costs associated with the issuing of shares.
19.

Profit and loss
2018
£000

20.

2017
£000

Opening balance

60,613

(6,164)

Profit for the year

13,050

66,777

Closing balance

73,663

60,613

Capital
Trust Limited’s capital management objectives are to ensure that it will be able to continue as a going
concern and to achieve the objectives set out in Note 21.
The Board reviews and monitors the structure of Trust Limited’s capital on an ongoing basis with the
assistance of the investment advisors.
Trust Limited is not required to comply with any externally imposed capital requirements and Trust
Limited’s objectives, policies and processes for managing capital are unchanged from the prior year.
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21.

Investment risk
The Directors determine their investment strategy after taking advice from their consulting actuaries and
investment advisers. Trust Limited is exposed to risks when following the investment strategy set out
below. The Directors manage investment risks, including credit risk and market risk, within agreed risk
limits which are set taking into account Trust Limited’s strategic investment objectives. These investment
objectives and risk limits are implemented through the investment management agreements in place with
Trust Limited’s investment managers and monitored by the Directors through regular reviews of the
investment portfolio.
Further information on the Directors’ approach to risk management, credit and market risk is set out
below. The approach to risk management is unchanged from the prior year.
Investment strategy
The Directors’ objective is to invest the funds to generate income and capital growth for the Trust to meet
the invoice costs of pre-paid funerals sold by the Plan Provider to date as they fall due.
The Directors have investment management agreements in place with Trust Limited’s investment
managers that sets out guidelines for the underlying investments held by the funds. The day to day
management of the funds is the responsibility of the investment managers, including the direct
management of credit and market risks. The investment managers may then themselves delegate that
responsibility to other providers.
The Directors monitor the underlying risks by quarterly investment reviews of the investment managers.
Investment risks
FRS102 requires the disclosure of information in relation to certain investment risks as follows:



Credit risk – one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.
Market risk – comprises the following three types of risk:
1.
2.
3.

Interest rate risk: The risk that the fair value or future cashflows of a financial asset will
fluctuate because of changes in market interest rates;
Currency risk: The risk that the fair value or future cashflows of a financial asset will fluctuate
because of changes in foreign exchange rates; and
Other price risk: The risk that the fair value or future cashflows of a financial asset will
fluctuate because of changes in market prices (other than those due to interest rates and
currency).
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Credit risk
The Directors monitor the performance of Trust Limited’s investments on a regular basis in addition to
having meetings with each of the investment managers from time to time as necessary, usually on an
annual basis. The Directors have a written agreement with each investment manager which contains a
number of restrictions on how the investment managers may operate.
Trust Limited is subject to credit risk due to its investment in pooled investment vehicles, directly held
index linked UK government bonds (index-linked gilts) as well as cash balances.
Trust Limited mitigates the credit risk arising on the index-linked bonds by investing in UK government
bonds which are deemed to be very low risk. The cash fund is actively managed with counterparty risk
spread across multiple counterparties.
Trust Limited has indirect exposure to credit risks from the underlying investments held by the pooled
investment vehicles. This is actively managed on an ongoing basis by the asset managers who are
responsible for actively monitoring the credit allocations. This is especially pertinent within the credit fund
with Hermes and the multi asset funds held with Baillie Gifford and Newton.
Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the
pooled arrangements being ring fenced from the pooled manager, the regulatory environments in which
the pooled managers operate and the ongoing due diligence of the pooled manager.
Market risk: interest rates
Trust Limited is exposed to interest rate risk as interest rates are one component of the discount rate used
to value the future benefits. They are also a component of the discount rate used to value some of Trust
Limited’s assets (particularly index-linked gilts). If interest rate expectations increase, the value of Trust
Limited’s index-linked gilts will fall as they are valued with reference to real gilt yields (where gilt yields
broadly reflect interest rate expectations). There is some allowance in the discount rate for interest rates
so the liability value falls too, but this is a function of the assumed allocation to gilts. If interest rates fall
further then the assets required to run a very low risk strategy increase. Trust Limited allocates 50% of
assets to index-linked gilts, providing some protection against falls in yields. The gilts held are managed
against a benchmark which is closely matched to the expected cashflow profile so that the values should
move in similar ways. The actuarial valuation is set with reference to the current investment strategy.
Trust Limited is also subject to interest rate risk due to the index-linked gilts held. At the year end these
assets were managed by Legal and General Investment Managers to a specific benchmark as set by the
directors, having taken advice from their professional advisors. The nature of these bonds has been
selected so that they act in a similar manner to the measurement of the expected cost of meeting future
funeral plan invoices as measured by the actuary. If inflation linked yields fall then the value of the bonds
will rise to help match the increase in the expected cost of providing funerals as measured by the actuary.
Conversely, if these yields increase then the bonds will fall in value and this will be matched by the
decrease in the expected cost of providing funerals. Therefore this exposure to interest rates is a form of
risk management. Some interest rate risk will also exist within the Hermes Multi Strategy Credit Fund but
the duration of the bonds held will be typically shorter than for the index-linked gilts and the overall level of
duration is actively managed by Hermes.
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The following funds held within the return-seeking portfolio can have significant exposure to bonds or
loans, but any interest rate risk taken within these is a conscious decision by the fund manager to
generate additional returns and/or control risk within the pooled fund:




Newton Real Return Fund
Baillie Gifford Diversified Growth Fund
Partners Group Infrastructure

Market risk: currency
Trust Limited is also exposed to currency risk because some of its investments are held in overseas
markets. For example, Trust Limited invests indirectly in overseas equities, bonds, property and
infrastructure through pooled investment vehicles.
Trust Limited’s liabilities are almost entirely denominated in sterling and the majority of the assets are
managed against sterling benchmarks. Within the return seeking asset portfolio the Scheme is invested in
pooled vehicles, some of which can invest in overseas markets:







ArtisanGlobal Equity Fund – The fund is denominated in US dollars and predominantly invests in
equities in the US. As of 31 March 2018, 94% of the fund was invested in overseas equities.
Currency risk from this allocation is not hedged.
Partners Group Infrastructure – This fund is denominated in US dollars and does also have
exposure to overseas currencies other than dollars.
Baillie Gifford Diversified Growth Fund and Newton Real Return Fund – these managers have
discretion to hold overseas assets in the fund. They have the discretion to hedge currency exposure
where deemed appropriate and actively manage this exposure. The performance of these funds is
measured against a sterling benchmark.
Hermes Multi Strategy Credit Fund – The fund invests on a global basis but Trust Limited invests in
a share class where the underlying bonds are fully hedged back to Sterling by Hermes.

The directors review the overall level of currency exposure from time to time. The target asset allocation is
for 85% of the assets to be invested against a sterling benchmark.
Market risk: other price
Other price risk arises principally in relation to Trust Limited’s return-seeking portfolio which includes
directly held equities, equities held in pooled vehicles, private equity, credit, property, infrastructure and
diversified growth funds. During the year, the directors have sought to diversify market risk and return
sources by reducing the allocation to equities and increasing exposure to property, infrastructure and multi
asset funds.
Trust Limited manages this exposure by investing in pooled funds that invest in a diverse portfolio of
instruments across various markets. Each investment manager is expected to manage broadly diversified
portfolios and to spread assets across a number of individual shares and securities. In addition, the asset
allocation is detailed in the Appendix of the Statement of Investment Principles document and is
monitored on a regular basis by the directors.
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Market risk: liquidity
Liquidity risk is the risk that Trust Limited wishes to sell the assets but is unable to do so (or not at fair
value). Broadly 85% of the assets held are highly liquid and held in daily traded funds. Liquidity risk
primarily exists in the property holdings, which are not traded on liquid markets, although the funds do
offer periodic liquidity and the infrastructure holdings, which are held via a closed ended fund which does
not offer direct liquidity. The directors consider the liquidity of the assets when setting the overall strategy.
The arrangements in respect of the loan from the Trust are included at Note 14.
Fair Value hierarchy
The fair value of financial instruments has been estimated using the following fair value hierarchy:
Level 1:
Level 2:
Level 3:

The unadjusted quoted price in an active market for identical assets or liabilities that the
entity can access at the measurement date.
Inputs other than quoted prices included within Level 1 that are observable (i.e. developed
using market data) for the asset or liability, either directly or indirectly.
Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

Trust Limited’s investment assets and liabilities have been fair valued using the above hierarchy levels as
follows:
Asset Classes

Allocation

Fair value categorisation
£000
Level 1

Index-linked gilts

48%

Collective investment schemes

40%

Collective investment schemes

12%

£000
Level 2

£000
Level 3

463,860
396,277
115,183

The fair value of level 3 investments is the share of net assets of a private investment fund and a property
fund, based on the latest financial information provided by the manager. This is considered appropriate as
the basis of accounting of the funds is based on fair value. The underlying investments of these funds are
carried at fair value, on the following bases:




22.

in the private investment fund the fair value of non-traded investments are based on a variety of
market and income methods such as time of last last financing, earnings and multiple analysis,
discounted cash flow method and third party valuation and makes assumptions that are based on
market conditions and expected market participant assumptions existing at the end of each period.
in the property fund the fair value of the investment properties held indirectly by the fund, and
making up 80% of the net asset value of the fund, were valued on the basis of open market value
by Chartered Surveyors and members of the Royal Institution of Chartered Surveyors.

Commitments
Trust Limited is committed to providing funds to investment funds to an amount of £38.7m (2017:
£28.7m), with 55% of this expected within a year and the remainder between 1 to 5 years.
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23.

Related party transactions
During the year Trust Limited paid expenses totalling £15.8m (2017: £14.7m) on behalf of the Trust, as
detailed in note 4.
At the year end Trust Limited owed £286.9m (2017: £201.1m) to the Trust.
Key Management Personnel
Key management personnel are considered to be the directors only. Total remuneration including
employers' national insurance contributions in respect of these individuals is £322,030 (2017: £262,197).

24.

Subsequent events
In our report last year, we advised that the Board of the Trust had sought independent professional advice
on converting all or part of the loan from the Trust to Trust Limited. Following full evaluation of this advice,
it was decided to convert part of the outstanding loan into equity. However, in light of the uncertainty that is
now attaching to the industry following HM Treasury’s proposal to introduce statutory regulation to the prepaid funeral plan market, the Board of the Trust believe it is prudent to postpone the implementation of
their decision, and to review it when the outcome and full details of HM Treasury’s investigation is known.
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