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This document constitutes the Prospectus for PFS TwentyFour Investment Funds (referred to 

as the “Company”) which has been prepared in accordance with the rules contained in the 

COLL Sourcebook (the “FSA Regulations”) published by the Financial Services Authority 

(“FSA”) as part of the Handbook made under the Financial Services and Markets Act 2000. 

The Company is an umbrella open-ended investment company with variable capital 

incorporated with limited liability in England and Wales under the ICVC Regulations and 

classified as a UCITS Scheme. 

 

The Prospectus is dated and is valid as at 30 June 2010. Copies of this Prospectus have been 

sent to the FSA and the Depositary.  

 

The Prospectus is based on information, law and practice at the date hereof. The Company is 

not bound by any out of date prospectus when it has issued a new prospectus and potential 

investors should check that they have the most recently published version. 

 

Phoenix Fund Services (UK) Ltd, the Authorised Company Director of the Company, is 

responsible for the information contained in this Prospectus. To the best of its knowledge and 

belief (having taken all reasonable care to ensure that such is the case) the information 

contained herein does not contain any untrue or misleading statement or omit any matters 

required by the FSA Regulations and ICVC Regulations to be included in it. This document is 

currently only available in English. 

 

No person has been authorised by the Company to give any information or make any 

representations in connection with the offering of Shares other than those contained in this 

Prospectus, and, if given or made, such information or representations must not be relied on 

as having been made by the Company. The delivery of this Prospectus (whether or not 

accompanied by any reports) or the issue of Shares shall not, under any circumstances, 

create any implication that the affairs of the Company have not changed since the date 

hereof. 

 

The distribution of this Prospectus and the offering of Shares in certain jurisdictions may be 

restricted. Persons into whose possession this Prospectus comes are required by the Company 

to inform themselves about and to observe any such restrictions. This Prospectus does not 

constitute an offer or solicitation by anyone in any jurisdiction in which such an offer or 
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solicitation is not authorised or to any person to whom it is unlawful to make such offer or 

solicitation. 

 

The Shares in the Company and in the Sub-Funds which are described in this Prospectus and 

the respective Appendixes have not been and will not be registered under US law and may 

not be directly or indirectly offered or sold in the United States of America to or for the 

account or benefit of any U.S. person, except pursuant to an exemption from, or in a 

transaction not subject to, the registration requirements of the US law.  

 

The provisions of the Company‟s Instrument of Incorporation are binding on each of its 

shareholders (who are taken to have notice of them). 

 

This Prospectus has been approved for the purpose of Section 21 of the Financial Services and 

Markets Act 2000 by Phoenix Fund Services (UK) Limited. 

 

The Depositary is not a person responsible for the information contained in this Prospectus 

and accordingly does not accept any responsibility therefore under the FSA Rules or 

otherwise. 

 

The initial offering price and period for each Sub-Fund is included in the Appendix for that 

Sub-Fund 

 

Important: If you are in any doubt about the contents of this Prospectus you should 

consult your financial adviser. 
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Definitions 

 

ñAccumulation Share(s)ò 

means 

Shares (of whatever class), denominated in the 

Base Currency, of the Company as may be in issue 

from time to time in respect of which income 

allocated thereto is credited periodically to capital 

pursuant to the FSA Rules; 

 

ñACDò Phoenix Fund Services (UK) Ltd the authorised 

corporate director (ACD) of the Company; 

 

ñACD Agreementò means the agreement between the Company and the ACD 

dated 23 July 2009; 

 

ñAdministratorò means 

 

Phoenix Fund Services (UK) Ltd or such other 

entity as is appointed to act as Administrator; 

 

ñAdministration Centreò 

means  

2nd Floor, Springfield Lodge, Colchester Road, 

Chelmsford CM2 5PW; 

 

ñBase Currencyò means 

 

Pounds sterling; 

ñBusiness Dayò means a day on which banks in England and Wales are 

open for normal banking business; 

 

ñthe COLL Sourcebookò 

means 

the Collective Investment Schemes Sourcebook 

issued by the FSA as amended from time to time; 

 

ñClassò means 

 

a class of Shares within a Sub-Fund for which a 

separate portfolio shall not be maintained; 

 

ñCompanyò means PFS TwentyFour Investment Funds; 

 

ñCustodianò means Bank of New York Mellon Inc or any company the 

Depositary appoints from time to time to act as 

custodian for the Scheme Property; 

 

ñDealing Dayò means Monday to Friday except for (unless the ACD 

otherwise decides) a bank holiday in England and 

Wales and any other days declared by the ACD to 

be a company holiday) and other days at the 

ACD‟s discretion; 

 

ñDepositaryò means BNY Mellon Trust and Depositary (UK) Limited or 

such other entity as is appointed to act as 

Depositary; 

 

ñDepositary Agreementò 

means 

the agreement dated 31 July 2009 between the 

Company, the ACD and the Depositary; 

 

ñDistribution Sharesò means Shares (of whatever class), denominated in the 

Base Currency, of the Company as may be in issue 
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from time to time in respect of which income is 

distributed periodically net of any tax deducted or 

accounted for by the Company 

 

ñEligible Marketò means   

 

any securities or derivatives market set out in 

Appendix 2 to this Prospectus;  

 

ñEuroò and ñEURò 

means 

 

the unit of the single European currency; 

ñFDIò means  financial derivative instruments;  

 

ñFSAò means the Financial Services Authority, 25 The North 

Colonnade, Canary Wharf, London, E14 5HS, 

United Kingdom; 

 

ñFSA Regulationsò means the rules contained in the COLL Sourcebook of the 

FSA Rules as amended, excluding, for the 

avoidance of doubt, any guidance or evidential 

provisions; 

 

ñFSA Rulesò means the FSA handbook of rules as amended made 

under the Financial Services and Markets Act 2000 

excluding, for the avoidance of any doubt, any 

guidance or evidential provisions; 

 

ñGross Paying Sharesò  

means 

shares (of whatever class) in the Company as may 

be in issue from time to time and in respect of 

which income allocated thereto is credited 

periodically to capital (in the case of accumulation 

shares) or distributed periodically to the holders 

thereof (in the case of income shares) in either 

case in accordance with relevant tax law without 

any tax being deducted or accounted for by the 

Company (“Gross Paying”); 

 

ñICVC Regulationsò means the Open-Ended Investment Companies 

Regulations 2001 as amended or re-enacted from 

time to time; 

 

ñInstrument of 

Incorporationò means 

 

the Instrument of Incorporation for the Company 

as amended from time to time in accordance with 

FSA Rules; 

 

ñISAò means an Individual Savings Account under the Individual 

Savings Account Regulations 1998 as amended 

from time to time; 

 

ñInvestment Adviserò 

means 

 

an investment adviser acting for a Sub-Fund on 

the basis of an investment advisory agreement 

with the ACD as set out in the Appendix for each 

Sub-Fund; 
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ñLondon interbank Offered 

Rateò or ñLiborò means 

a daily reference rate based on the interest rates 

at which banks borrow unsecured funds from other 

banks in the London wholesale money market (or 

interbank market); 

 

ñMoney Market Instrumentò 

means 

those classes of financial instruments which are 

normally dealt in on the money market, such as 

treasury bills, certificates of deposit and 

commercial papers and excluding instruments of 

payment; 

 

ñNet Asset Valueò or ñNAVò 

means 

the value of the Scheme Property of the Company 

(or of any Sub-Fund as the context requires) less 

the liabilities of the Company (or of the Sub-Fund 

concerned) as calculated in accordance with that 

Company‟s Instrument of Incorporation; 

 

ñPerformance Periodò 

means 

either a 12 month period being 1 April to the 

following 31 March for continuous investors or the 

period in which the investor holds the investment 

in the Sub-Fund between 1 April and 31 March if 

they should invest and then subsequently redeem; 
 

ñRegulated Activities Orderò 

means 

 

the Financial Services and Markets Act 2000 

(Regulated Activities) Order 2001 (SI 2001/544) 

as amended from time to time; 

 

ñResidential Mortgage-

Backed Securitiesò or 

ñRMBSò means 

a type of mortgage-backed security which are 

backed by mortgages on residential rather than 

commercial real estate. Interest on the bonds is 

usually floating, i.e. based on a benchmark (such 

as LIBOR/EURIBOR) plus a spread; 

 

ñSecond Schemeò means a collective investment scheme in compliance with 

Appendix 1 paragraph 6 (Investments in collective 

investment schemes ); 

 

ñSectionò means any section in this Prospectus; 

 

ñScheme Propertyò means the property of the Company to be given to the 

Depositary for safe-keeping, as required by the 

FSA Regulations, including income on that 

property; 

 

ñSDRTò means Stamp Duty Reserve Tax; 

 

ñShareò or ñSharesò means a share in the Company; 

 

ñShare Class(es)ò means a particular class of Shares of the Company; 

 

ñSterlingò and ñGBPò 

means 

the currency of the United Kingdom of Great 

Britain and Northern Ireland; 

http://en.wikipedia.org/wiki/Reference_rate
http://en.wikipedia.org/wiki/Interest_rate
http://en.wikipedia.org/wiki/Bank
http://en.wikipedia.org/wiki/Unsecured_loan
http://en.wikipedia.org/wiki/Money_market
http://en.wikipedia.org/wiki/Interbank_market
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ñSub-Fundò or ñSub-Fundsò 

means 

a Sub-Fund of the Company (being part of the 

Scheme Property of the Company which is pooled 

separately) and to which specific assets and 

liabilities of the Company may be allocated and 

which is invested in accordance with the 

investment objective and policy applicable to that 

Sub-Fund; 

 

ñTransfer Agentò means 

 

Phoenix Fund Services (UK) Ltd or such other 

entity as is appointed to act as Transfer Agent; 

 

ñTwentyFour Asset 

Management LLPò means 

TwentyFour Asset Management LLP, authorised 

and regulated by the FSA and Investment Adviser 

for the Company; 

 

ñUCITSò means an Undertaking for Collective Investment in 

Transferable Securities within the meaning of 

Article 1(2) of Council Directive 85/611/EEC of 20 

December 1985, as amended; 

 

ñUCITS Directiveò means the Council Directive of 20 December 1985 on the 

coordination of laws, regulations and 

administrative provisions relating to UCITS (No 

85/611/EEC);  

 

ñUS Dollarsò, ñUSDò and 

ñUS$ò means 

 

the currency of the United States of America; 

 

ñUS lawò means the United States Securities Act of 1933, the 

United States Investment Company Act of 1940 or 

the securities laws of any of the states of the 

United States of America as amended from time to 

time; 

 

ñValuation Pointò means the point, whether on a periodic basis or for a 

particular valuation, at which the ACD carries out a 

valuation of the Scheme Property or a Sub-Fund 

(as the case may be) for the purpose of 

determining the price at which Shares of a class 

may be issued, cancelled, sold, redeemed or 

exchanged; 

 

ñVATò means UK value added tax. 
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2.  The Company and Company Structure 

 

PFS TwentyFour Investment Funds is an umbrella open-ended investment company with 

variable capital incorporated in England and Wales on 23 July 2009 under registered number 

IC000765 and authorised and regulated by the FSA with effect from 23 July 2009. The 

Company has been certified by the FSA as complying with the conditions necessary for it to 

enjoy rights conferred by the UCITS Directive. The Company has an unlimited duration. 

 

The head office of the Company is at 2nd Floor, Springfield Lodge, Colchester Road, 

Chelmsford CM2 5PW. The head office is also the place in the UK for service on the Company 

of notices or other documents required or authorised to be served on it. The maximum share 

capital of the Company is currently £100,000,000,000 and the minimum is £100.  Shares in 

the Company have no par value and therefore the share capital at all times equals the 

Company‟s Net Asset Value. 

 

Shareholders in the Company are not liable for the debts of the Company. The Company is an 

umbrella open-ended UCITS (under the ICVC Regulations) and different Sub-Funds may be 

formed by the ACD, subject to prior approval from the FSA. On the establishment of a new 

Sub-Fund or Share Class an updated Prospectus will be prepared setting out the relevant 

information concerning the new Sub-Fund or Share Class, as the case may be. 

 

The assets of each Sub-Fund will be invested in accordance with the investment objective and 

investment policy of that Sub-Fund. Investment of the assets of each Sub-Fund must comply 

with FSA Rules and the investment objective and policy of the Sub-Fund. Details of each Sub-

Fund, including its investment objective and policy, are set out in the relevant Sub-Fund 

Appendix. 

 

Each Sub-Fund within the Company has a specific portfolio to which its assets and liabilities 

are attributable. Investors should view each Sub-Fund as a separate investment entity. 

Investors should be aware that each Sub-Fund‟s creditors may nevertheless look to all the 

Company‟s assets for payment regardless of the Sub-Fund in respect of which the debt has 

arisen. Assets may be re-allocated to and from other Sub-Funds within the Company if it is 

necessary to do so to satisfy any creditor proceeding against that Sub-Fund. In the event that 

any assets are so re-allocated, the ACD will advise shareholders of that Sub-Fund in the next 

report to shareholders. 

 

Subject to the above, each Sub-Fund will be charged with the liabilities, expenses, costs and 

charges of the Company attributable to that Sub-Fund and within each Sub-Fund allocated 

between Share classes in accordance with the terms of issue of Shares of these classes. Any 

assets, liabilities, expenses, costs or charges not attributable to a particular Sub-Fund of the 

Company may be allocated by the ACD within the Company in a manner which is fair to 

shareholders as a whole and will normally be allocated to all Sub-Funds pro rata to the value 

of the net assets of the relevant Sub-Funds. 

 

3.  Shares 

 

The Share Classes representing each Sub-Fund within the Company are set out in the 

Appendix for that Sub-Fund. Further Share Classes for each Sub-Fund may be made available 

in due course, as the ACD may decide. 
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Holders of Accumulation Shares do not receive payment of income. Any income arising in 

respect of an Accumulation Share is automatically accumulated and added to the assets of the 

Sub-Fund and is reflected in the price of each Accumulation Share. 

 
Each class of Shares may attract different charges and so monies may be deducted from the 

Scheme Property attributable to such classes in unequal proportions. In these circumstances, 

the proportionate interests of the classes within a Sub-Fund will be adjusted accordingly. 

 
Shareholders are entitled (subject to certain restrictions) to switch all or part of their Shares 

for Shares of a different class related to the same Sub-Fund or a different Sub-Fund. Details 

of this switching facility and the restrictions are set out in Sections 16 and 17. 

 

4.  The ACD  

 

The authorised corporate director of the Company is Phoenix Fund Services (UK) Ltd, a 

private company limited by shares with registration number 6252939 and authorised and 

regulated by the FSA. The ACD was incorporated in England and Wales under the Companies 
Act 2002 on 18 May 2007.  The ACD is the sole director of the Company. 

 

The ACD is responsible for managing and administering the Company‟s affairs in compliance 

with the FSA Regulations and ICVC Regulations. The ACD may delegate its management and 

administration function to third parties, including associates subject to the rules in the FSA 

Regulations.  

 

The ACD also serves as authorised corporate director to PFS Taube Global Fund, PFS 

Brompton UK Recovery Unit Trust. PFS Somerset Capital Management Funds ICVC, PFS 

Hawksmoor Open-Ended Investment Company and PFS Prodigy Capital Partners Fund ICVC.  

The ACD may in the future provide management, investment management and/or 

administration services to other funds and clients. 

 

Directors 

At the date of this Prospectus, the directors of the ACD are: 

 

Mr. Steven King 

Mr. King trained in accountancy and established Phoenix Administration Ltd in June 1998. He 

began work in the investment industry in 1981 with the Britannia Group and moved to GT 

Asset Management PLC (now INVESCO Perpetual Limited) in 1982 leaving in 1998 to form 

Phoenix Administration Services Ltd. At GT Asset Management he was responsible for the 

building and development of their global proprietary asset administration system. At the time 

of leaving GT Asset Management he was Head of Business Administration including oversight 

of the authorised fund administration business. Mr. King is the Managing Director of Phoenix 

Administration Services Limited. 

 

Mr. Stuart Mathieson  

Mr. Mathieson is a Fellow of the Institute of Chartered Accountants in England and Wales and 

has worked in financial services for over thirty five years. Until joining Phoenix Fund Services 

(UK) Ltd in 2007 he worked as an independent consultant to review the third party provision 

of services of Fund Management Groups. From 1994 to 2005 he was Deputy Managing 

Director for International Fund Managers UK Ltd with responsibility for Operations and 

Business Development. Until 1994 he was Finance & Administration Director at Sun Life Trust 

Management Ltd and joined this newly formed Unit Trust Management Company to establish 

and run the Operational areas; including Finance, Fund Valuation & Accounting, Dealing, 
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Registration and IT. He also helped establish offshore operations in the Isle of Man and a 

Private Portfolio Management Service in the UK. From 1972 to 1985 he was Group Accountant 

at Save & Prosper Group. 

 

Registered office and Head office 

 

The registered office of the ACD is at 2nd Floor, Springfield Lodge, Colchester Road, 

Chelmsford CM2 5PW, United Kingdom. 

 

Share Capital  

Authorised capital: £1,000,000. 

 

Issued and paid up: 450,000 ordinary shares at a price of £1.00 each. 

 

Terms of Appointment 

 

The terms of the ACD Agreement between the Company and the ACD provide that the ACD is 

appointed to provide management, investment management and administration services to 

the Company in accordance with the terms of the FSA Regulations, the ICVC Regulations, the 

Instrument of Incorporation and this Prospectus. The ACD Agreement provides that the ACD 

is appointed for an initial period of 2 years and thereafter may be terminated upon 6 months‟ 

prior written notice expiring on the last Dealing Day in March, June, September or December 

of any year by either the ACD or the Company, although in certain circumstances the ACD 

Agreement may be terminated forthwith by notice in writing by the ACD to the Company or 

the Depositary, or by the Depositary or the Company to the ACD. Termination cannot take 

effect until the FSA has approved the appointment of another authorised corporate director in 

place of the retiring ACD. 

 

The ACD is entitled to its pro rata fees and expenses to the date of termination and any 

additional expenses necessarily realised in settling or realising any outstanding obligations 

including those referred to in Section 32. No compensation for loss of office is provided for in 

the ACD Agreement. To the extent allowed by the FSA Regulations, the ACD Agreement 

provides indemnities to the ACD other than for matters due to its negligence, bad faith, wilful 

default or fraud of or by the ACD in the performance or non performance of its duties under 

the ACD Agreement or by reason of the reckless disregard of its duties and obligations under 

the ACD Agreement or by reason of the ACD being in breach of the ACD Agreement. 

 

The ACD will provide shareholders with a copy of the ACD Agreement on request. 

 

The ACD is under no obligation to account to the Depositary or the shareholders for any profit 

it makes on the issue or re-issue of Shares or cancellation of Shares which it has redeemed. 

The fees to which the ACD is entitled are set out in Sections 32 and 34.  
 
5.  The Depositary 

 

BNY Mellon Trust and Depositary (UK) Limited is the Depositary of the Company. The 

Depositary is a private company with limited liability authorised and regulated by the FSA and 

incorporated in England and Wales on June 25 1998 with registered number 3588038. The 

ultimate parent company of the Depositary is Bank of New York Mellon Inc.  

 

Subject to the FSA Regulations and the ICVC Regulations, the Depositary is responsible for 

the safekeeping of the Scheme Property of the Company entrusted to it and has a duty to 
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take reasonable care to ensure that the Company is managed in accordance with the 

Instrument of Incorporation and the provisions of the FSA Regulations relating to the pricing 

of, and dealing in, Shares of the Company and relating to the income and the investment and 

borrowing powers of the Company and its Sub-Funds. The appointment of the Depositary has 

been made under the Depositary Agreement. 
 

Registered office and Principal Place of Business 

 

Registered office: 160 Queen Victoria Street, London, EC4 4LA. 

 

Principal business activity 

 

The principal business of the Depositary is that of acting as trustee of authorised unit trusts, 

acting as depositary of open-ended investment companies and acting as trustee or depositary 

in relation to recognised schemes. 

 

Terms of appointment 

 

The terms of the Depositary Agreement between the Company, the ACD and the Depositary 

provide that the Depositary be engaged to perform all of the general duties of the depositary 

of the Company and be responsible for the control of the Scheme Property as described in 

COLL 6.6 of the FSA Regulations (as applicable to depositaries) and also to exercise all other 

duties, functions, powers and discretions as are required of or conferred on depositaries by 

the ICVC Regulations and the FSA Regulations.  Subject to the FSA Regulations, the 

Depositary has full power under the Depositary Agreement to delegate (and authorise its 

delegate to sub-delegate) all or any part of its duties as depositary. The Depositary has 

appointed Bank of New York Mellon Inc to act as Custodian for the Scheme Property. The 

Depositary Agreement may be terminated on 6 months‟ written notice by the Depositary, the 

Company or the ACD provided that the Depositary may not retire voluntarily except upon the 

appointment of a new depositary. To the extent allowed by the ICVC Regulations and the FSA 

Regulations, the Depositary Agreement contains indemnities by the Company in favour of the 

Depositary against (other than in certain circumstances) any liability incurred by the 

Depositary as a consequence of its safe keeping of any of the Scheme Property of the 

Company or incurred by it as a consequence of the safe keeping of any of the Scheme 

Property by anyone retained by it to assist it to perform its function of the safekeeping of the 

Scheme Property and also (in certain circumstances) exempts the Depositary from liability. 

The fees to which the Depositary is entitled are set out in Section 34.  

 

6.  The Investment Adviser 

 

The Investment Adviser to PFS TwentyFour Investment Funds is TwentyFour Asset 

Management LLP (“TwentyFour”) a Limited Liability Partnership incorporated under the 

Limited Liability Partnership Act 2000 (as amended) on 24 February 2008, which is authorised 

and regulated by the FSA and is managing over GBP300 million, including public funds and 

segregated managed accounts  

 

The key staff members of TwentyFour are as follows: 

 

Graeme Anderson - Managing Partner 

   

Before founding TwentyFour in 2008, Mr Anderson was one of the original partners of 

Synapse Investment Management which he founded with Mark Holman in 2006.  Prior to that 
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Mr Anderson was a Managing Director at Barclays Capital for 6 years during which time he 

held several leadership positions including, Head of European Credit Sales.  In 2005 Mr 

Anderson was named in Credit Magazine‟s "Hall of Fame" as being one of the individuals most 

influential in the development of the European Corporate Bond market. His investment 

banking career began in 1995 at Merrill Lynch where he was recruited as a Director of Product 

Development.  Following three years at Merrill Lynch, Mr Anderson spent two years as Head 

of U.K. Sales at Greenwich NatWest. Between 1986 and 1995 Graeme worked for Britannic 

Asset Management, managing multiple equity sectors before ending up as Head of Fixed 

Income and Treasury. 

 

Mark Holman - Managing Partner 

   

Before founding TwentyFour, Mr Holman was one of the original partners at Synapse 

Investment Management which he founded along with Graeme Anderson in June 2006. Prior 

to that Mr Holman was a Managing Director at Barclays Capital in London where he 

established and led various units of its European fixed income distribution business.  Mr 

Holman joined Barclays Capital in March 1999. Prior to that he was an executive director at 

Lehman Brothers where for 5 years he played a key role in helping Lehman establish their 

European Credit Business. Mark began his investment banking career in 1990 with Morgan 

Stanley in fixed income. 

 

Nick Knight-Evans - Partner, Chief Operating Officer & General Counsel  
 

Before founding TwentyFour, Mr Knight-Evans was a partner and the COO and General 

Counsel at Synapse Investment Management.  Prior to this, Mr Knight-Evans was a Director 

within the Legal Department of Barclays Capital where he was responsible for running a 

number of teams of lawyers including the Fund-Linked Derivatives, Investment Solutions 

Structuring and Prime Services teams.  In this role, Mr Knight-Evans worked closely with a 

large number of funds and fund management firms where the scope of his work included fund 

formation, fund financing and a wide range of securitised and OTC derivative products. Mr 

Knight-Evans joined Barclays Capital in 2003. Prior to that, he worked as in-house counsel at 

both BNP Paribas and Société Générale.  Mr Knight-Evans qualified as a solicitor in 1995 and 

worked for the English law firm Wilde Sapte before opting for an in-house legal career.   

 

Rob Ford - Partner, Portfolio Management 

 

Before founding TwentyFour, Mr Ford was a partner and portfolio manager at Synapse 

Investment Management.  Prior to this, Mr Ford spent over 20 years at Barclays Capital 

(formerly BZW) in London, where he was latterly a Managing Director and Head of European 

ABS Trading. Mr Ford has been trading asset-backed securities since their inception in the late 

1980s and is one of the markets leading authorities on the sector.  Mr Ford has also managed 

in other trading areas including establishing and running Barclays Capital‟s highly successful 

LIBOR credit trading unit.  As well as trading asset-backed securities, Mr Ford has also traded 

corporate bonds and gilts.  In his very early days he traded LIFFE futures and options. 

  

Ben Hayward, CFA - Partner, Portfolio Management 

 

Before founding TwentyFour, Mr Hayward was a partner and portfolio manager at Synapse 

Investment Management.  Prior to this Mr Hayward spent nine years working for Citigroup 

Alternative Investments in London where he was a Director on the Investment Team. Mr 

Hayward managed four portfolios, comprising $75bn of asset-backed and credit securities.  
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Prior to working on the Investment Team, Mr Hayward worked on both the Treasury desk and 

in Independent Control. Before working at Citigroup Mr Hayward worked at KPMG London in 

Banking Audit and Corporate Recovery. 

 

Gary Kirk - Partner, Portfolio Management 

   

Before founding TwentyFour, Mr Kirk was a partner and investment manager at Synapse 

Investment Management.  Prior to this Mr Kirk was Head of European Credit trading at 

Wachovia Bank NA, where he led a successful proprietary trading group focused on European 

& Asian credit products. His investment banking career began in 1987 in the Corporate 

Finance & Syndicate group at Daiwa Securities where he created structured bonds for Asian 

investors as well as becoming one of the pioneers of the asset swap market.   Between 1993 

and 2000 Mr Kirk was Head of Credit Trading at the Royal Bank of Canada, where he was at 

the forefront of the development of the credit derivative market and a member of the 

professional market panel involved in the first standardised ISDA document. Prior to joining 

Wachovia, Mr Kirk was Head of Trading at CDC Ixis, running a group of 12 traders based in 

London, Paris & Frankfurt.    

 

Eoin Walsh - Partner, Portfolio Management 

   

Before founding TwentyFour, Mr Walsh was a partner and portfolio manager at Synapse 

Investment Management.  Prior to this, Mr Walsh was a Vice President at London Credit 

Structures, part of Citigroup Alternative Investments. Mr Walsh joined Citigroup in 1997 and 

initially worked in the Independent Control department before moving to the Credit team 

where he analysed banks and financial institutions, corporate and asset-backed securities.  Mr 

Walsh joined the portfolio management team in 2002 and concentrated on the structured 

finance sector, covering: RMBS, CMBS, autos, student loans, consumer loans, CLOs and 

various other asset-backed securities. 

 

Under an agreement between the ACD and TwentyFour dated 31 July 2009, TwentyFour has 

the authority of the ACD and the Company in respect of PFS TwentyFour Investment Funds to 

exercise discretionary investment management powers in respect of the Company in 

accordance with the investment objective and policy of the relevant Sub-Fund, including the 

power to effect such investments and reinvestments on behalf of the relevant Sub-Fund as it 

considers appropriate. The agreement may be terminated immediately by the ACD if it is in 

the best interests of shareholders. The Investment Adviser will receive a fee paid by the ACD.   

 

Any significant activities of TwentyFour, other than providing services to the Company as an 

investment adviser, are described in the Sub-Fund Appendices. 

 

The ACD may from time to time appoint other Investment Advisers in relation to one or more 

of the Sub-Funds.  

 

7.  The Auditor 

 

The auditor of the Company is PricewaterhouseCoopers LLP, registered auditor, whose 

address is Hay‟s Galleria, 1 Hay‟s Lane, London SE1 2RD United Kingdom. 
 

8.  Administrator and Registrar 

 

The ACD will act as registrar to the Company and provide certain administration functions; 
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such as fund accounting and pricing. The register of shareholders for the Company is 

maintained at the address of the Administrator‟s registered office as noted below, and may be 

inspected (together with the plan registers) at that address between 9.00am and 5.00pm on 

each Business Day by any shareholder or any shareholder‟s duly authorised agent. 

Registered office: 

2nd Floor 

Springfield Lodge 

Colchester Road  

Chelmsford CM2 5PW 

United Kingdom 
 
9.  Conflicts of interest 

 

The ACD, the Depositary and the Investment Adviser or any affected person are or may be 

involved in other financial, investment and professional activities which may, on occasion, 

cause conflicts of interest with the management of the Company or the Sub-Funds. The ACD 

will seek to identify the types of conflicts that may arise between the interests of the 

Company and those of their own with reference to: the likelihood of making a financial gain or 

avoiding a loss at the expense of the Company; whether the ACD has an interest in the 

outcome of a service or transaction it provides to the Company; whether there is a financial 

or other incentive to favour the interest of the ACD over the interests of the Company; and 

whether there are inducements deriving from sources in relation to the services the ACD 

provides to the Company, in the form of monies, goods or services, other than standard 

commission or fees for the service(s) in question. Where a potential conflict arises, the ACD is 

committed to managing these to prevent them from constituting or giving rise to a material 

risk of damage to the interests of the Company and to ensure that transactions and services 

are effected on terms which are not materially less favourable to the Company had the 

potential conflict not existed. The circumstances in which conflicts of interest might arise 

include where the ACD acts for other investors with an interest in such investments or where 

the transactions are in shares of another fund for which the ACD is the ACD or investment 

adviser. The ACD is required to identify, manage, record and, where relevant, disclose actual 

or potential conflicts of interest between itself and other clients and between one client and 

another and to have a written policy in place. Further detail of the ACD‟s conflicts of interest 

policy is available on request. 
 
10.  Profile of a Typical Investor 

 

PFS TwentyFour Investment Funds is designed to be marketable to retail and institutional 

investors. The choice of the Company and Sub-Fund should be determined by the attitude to 

risk, wish for income and/or growth, and intended length of time for investment and in the 

context of the investor‟s overall portfolio. The ACD recommends that investors always seek 

professional advice before making any investment decisions. 

 

11.  Buying, selling and switching shares 

 

The dealing office of the ACD is open on each Dealing Day from 8.30am to 4.30pm to receive 

requests for the buying, selling and switching of Shares in the Sub-Funds, which will be 

effected at prices determined at the next Valuation Point following receipt of such request. 
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12.  Buying shares 

 

Procedure 

All orders will be dealt at a forward price; this being the price calculated by reference to the 

next Valuation Point after the order is received by the ACD. Shares can be bought by sending 

a completed application form and payment to the ACD.  Application forms are available from 

the ACD‟s web site: www.phoenixfundservices.com. Alternatively, the buying of Shares may 

be effected by telephone on 0845 0264286 and/or Fax 0845 2800963. Telephone 

conversations of all dealers, staff in the administration department and client services may be 

recorded for mutual protection. 

 

The ACD has the right to reject, without providing an explanation, any application for Shares 

in whole or part, and in this event the ACD will return any money sent, or the balance of such 

monies, at the risk of the applicant. In addition the ACD may reject any application previously 

accepted if the applicant has paid by cheque and that cheque subsequently fails to be cleared. 

The ACD reserves the right to add other forms of dealing at its discretion. Any subscription 

monies that remain after a whole number of Shares have been issued will not be returned to 

the applicant. Instead, smaller denomination Shares will be issued equal to a fraction of a 

whole Share. 

 

Applicants who have received advice have the right to cancel their application to buy Shares 

at any time during the 14 days after the date on which they receive a cancellation notice from 

the ACD. If the applicant decides to cancel the contract, and the value of the investment has 

fallen at the time the ACD receives the completed cancellation notice, he/she will not receive 

a full refund as an amount equal to any fall in value will be deducted from the sum originally 

invested. 

 

Documents the buyer will receive 

 

A contract note or letter of acknowledgement as appropriate giving details of the Shares 

purchased and the price used will be issued by the end of the Business Day following the 

Valuation Point by reference to how the purchase price is determined, together with, where 

appropriate, a notice of the applicant‟s right to cancel. In addition, statements of holdings as 

at 31 March and 30 September will be sent to all shareholders on or before 30 April and 31 

October each year. 

 

All sales will be made on a cash basis and payment for Shares must be made on receipt, by 

the purchaser, of the contract note or letter of acknowledgement. Share certificates will not 

be issued in respect of Shares. Ownership of Shares will be evidenced by an entry on the 

Company‟s register of shareholders. Entries are made after the later of the date the payment 

clears and any cancellation rights expire. Statements in respect of periodic allocations of 

income in each Sub-Fund will show the number of Shares held by the shareholder in the Sub-

Fund in respect of which the allocation is made. Individual statements of a shareholder‟s (or, 

when Shares are jointly held, the first named holder‟s) Shares will also be issued annually and 

at any other time on request by that registered shareholder. 

 

The Company does not issue bearer shares. 

 

Minimum purchases and holdings 

 

Minimum initial investment limits as well as for any subsequent top up investments for each 

Share Class are stated in the respective Appendix for each Sub-Fund. The ACD may at its 
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absolute discretion accept subscriptions lower than the minimum amount. If following a 

redemption, switch or transfer a holding in any Share class should fall below the minimum 

holding for that relevant class the ACD has discretion to require redemption of the entire 

holding of that Share class. Where the resulting redemption monies would be £2 or less, the 

ACD has the discretion to pay such monies to a registered charity. 

 

13.  Selling shares 

 

Procedure 

Every shareholder has the right to require that the Company buys back his/her Shares on any 

Dealing Day, subject to the instruction being received before the cut-off time for that Dealing 

Day or if this would reduce the value of his/her shareholding below the required minimum for 

the relevant Share Class in which case the shareholder may be required to redeem his/her 

entire holding in that class of Shares. Requests to sell Shares may be directed to the ACD by 

telephone: 0845 0264286 and/or Fax 0845 2800963 or in writing using the appropriate form 

to the Administration Centre. In addition, the ACD may from time to time make arrangements 

to allow Shares to be redeemed through other communication media. 

 

Documents the seller will receive: 

 

A contract note giving details of the number and price of Shares sold will be sent to the selling 

shareholder (the first named, in the case of joint shareholders) and/or their duly authorised 

agent together (if sufficient written instructions have not already been given) with a form of 

renunciation, for joint holders, for completion and execution by the shareholder (and, in the 

case of a joint holding, by all the joint holders) not later than the end of the Business Day 

following the Valuation Point by reference to which the redemption price is determined. 

Cheques in satisfaction of the redemption monies will be issued within four Business Days 

after the later of: 

 

 receipt by the ACD of the form of renunciation (or other sufficient written instructions) 

duly signed by all the relevant shareholders and completed as to the appropriate number 

of Shares, together with any other appropriate evidence of title; and 

 the Valuation Point following receipt by the ACD of the request to sell. 

 

Minimum sales and holdings 

 

The ACD reserves the right to refuse a sale request if the value of the Shares of any Sub-

Fund of the Company to be sold would result in a shareholder holding less than the minimum 

holding in respect of the appropriate class as detailed in the Appendix for that Sub-Fund. The 

shareholder may be required to sell his/her entire holding. 

 

In specie redemption 

 

If a shareholder requests the sale of Shares, the ACD may, if in its sole discretion it considers 

the deal substantial in relation to the total size of the Sub-Fund concerned or in some way 

advantageous or detrimental to the Sub-Fund, arrange, having given prior notice in writing to 

the shareholder, for the Company to cancel the Shares and transfer Scheme Property to the 

shareholder instead of paying the price of the Shares in cash, or, if required by the 

shareholder, pay the net proceeds of sale of the relevant Scheme Property to the shareholder. 

A deal involving Shares representing 5% or more in value of a Sub-Fund will normally be 

considered substantial, although the ACD may at its discretion agree an in specie redemption 

with a shareholder whose selling Shares represent less than 5% in value of the Sub-Fund 
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concerned. Before the proceeds of cancellation of the Shares become payable, the ACD will 

give written notice to the shareholder that relevant Scheme Property (or the proceeds of sale 

of that relevant Scheme Property) will be transferred to that shareholder. 

 

The ACD will select the property to be transferred (or sold) in consultation with the 

Depositary. They must ensure that the selection is made with a view to achieving no greater 

advantage or disadvantage to the redeeming shareholder than to continuing shareholders. 

Any such redemption as set out above may be subject to a retention by the Depositary from 

that property (or proceeds), for the value (or amount) of any Stamp Duty Reserve Tax to be 

paid on the cancellation of Shares and any relevant transaction costs. 

 

14.  Buying shares for children 

 

Minors may not be registered as shareholders, but Shares may be bought on their behalf and 

registered in an adult shareholder‟s name and designated with the child‟s initials, e.g. John 

Smith a/c A.N.S. The holding(s) may be transferred into the name of the child when the child 

reaches 18 years upon receipt of a properly completed stock transfer form, which is available 

from the ACD. 

 

15.  Buying shares on behalf of a trust 

 

A trust cannot be registered as a shareholder and therefore any Shares bought on behalf of a 

trust are registered in the names of the individual trustees (maximum 4) or a nominee. Any 

appointment of new trustees or resignation of existing trustees should be notified to the ACD 

in writing as soon as possible after the change. It will be necessary to complete a stock 

transfer form in order to reflect the change on the register of shareholders. Failure to do this 

may result in a delay in releasing the proceeds of any sale of Shares. The Sub-Funds are 

„wider range‟ investments under the Trustee Investments Act 1961. 

 

16.  Switching 

 

If applicable, a holder of Shares in a Sub-Fund may at any time switch all or some of those 

Shares (“Old Shares”) for Shares of another Sub-Fund (“New Shares”) in the Company. The 

number of New Shares issued will be determined by reference to the respective prices of New 

Shares and Old Shares at the next Valuation Point applicable when the Old Shares are 

repurchased and the New Shares are issued. In addition, a holder of Shares of a particular 

Share Class in a Sub-Fund (“Old Class Shares”) may at any time switch all or some of their 

Shares for Shares of another class in the same Sub-Fund (“New Class Shares”). The number 

of New Class Shares issued will be determined by reference to the respective prices of New 

Class Shares and Old Class Shares at the next Valuation Point after the instruction to switch is 

received. 

 

Switching may be effected either by contacting the ACD by telephone: 0845 0264286 and/or 

Fax No: 0845 2800963 or in writing to the Administration Centre and the shareholder may be 

required to complete written instructions to switch (which, in the case of joint shareholders 

must be signed by all the joint holders). A switching shareholder must be eligible to hold the 

Shares into which the switch is to be made. The ACD may at its discretion charge a fee on the 

switching of Shares between Share Classes and between Sub-Funds. These fees are set out in 

Section 17.  

 

If the switch would result in the shareholder holding a number of Old Shares, New Shares, 

Old Class Shares or New Class Shares of a value which is less than the applicable minimum 
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holding, the ACD may, at its discretion, convert the whole of the applicant‟s holding of Old 

Shares to New Shares or of Old Class Shares to New Class Shares or refuse to effect any 

switch of the Old Shares or Old Class Shares. No switch will be made during any period when 

the right of shareholders to require the sale of their Shares is suspended. The general 

provisions on selling Shares shall apply equally to a switch.  

 

The ACD may adjust the number of New Shares or New Class Shares to be issued to reflect 

the imposition of any switching fee together with any other charges or levies in respect of the 

issue or purchase of the New Shares or New Class Shares or the sale or cancellation of the 

Old Shares or Old Class Shares as may be permitted pursuant to the FSA Regulations.  

 

A shareholder who switches Shares in one Sub-Fund for Shares in any other Sub-Fund or for 

Shares in any other Share Class of the same Sub-Fund will not be given a right by law to 

withdraw from or cancel the transaction. 

 

Please note that, under current tax law, a switch of Shares linked to one Sub-Fund for Shares 

in another Sub-Fund in the same Company is treated as a sale and purchase and will, for 

persons subject to UK tax, be a realisation for the purposes of capital gains tax although a 

switch between different Share Classes in the same Sub-Fund will not be deemed a realisation 

for the purposes of capital gains tax. A switch of Shares between Share Classes may be 

subject to income equalisation as referred to in Section 41. 

 

17.  Dealing charges 

 

Preliminary charge 

 

The ACD may impose a charge on the buying of Shares by investors. The preliminary charge 

is payable to the ACD. Full details of the current preliminary charge for each Share Class in 

each Sub-Fund are set out in the respective Sub-Fund Appendix. 

 

Any preliminary charge in respect of any Share Class may be increased in accordance with the 

FSA Regulations and the ICVC Regulations and after the ACD has made available a revised 

Prospectus showing the new rate of charge and its commencement date. The ACD may waive 

any preliminary charge at its discretion. 

 

Switching fee 

 

On the switching of Shares of a Sub-Fund for Shares of another Sub-Fund within the 

Company the Instrument of Incorporation authorises the Company to impose a switching fee. 

The fee will not exceed an amount equal to the then prevailing preliminary charge for the 

Sub-Fund or Share Class, as appropriate, into which Shares are being switched. The fee for 

switching between Sub-Funds and Share Classes is currently 0.05% of the value of the 

Shares being switched. If a change to the percentage applied to the Switching Fee is 

introduced in the future, the switching fee will be payable to the ACD and a period of 60 days 

notice will be given to all shareholders.. An SDRT provision may also be levied on the 

redemption of the Old Shares. 

 

Redemption fee 

 

The ACD may make a charge on the redemption of Shares in each class. There is currently no 

charge for redeeming Shares in any of the Share Classes. 
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The ACD may introduce a redemption fee on Shares only in accordance with the FSA Rules 

and the ICVC Regulations and after it has made available a revised Prospectus to reflect the 

introduction and the date of its commencement. 

 

18.  Other dealing information 

 

Initial Offer Period 

 

The initial offering price and period for each Sub-Fund is included in the Appendix for that 

Sub-Fund. Monies received during the initial offering period will be held by the Custodian until 

such time as the initial period has ended and those monies become available for investment. 

Shares will be issued to Shareholders at the end of the initial offer period at the first Valuation 

Point.  

 

Dilution adjustment 

 

The basis on which the Company‟s investments are valued for the purpose of calculating the 

buying and selling price of Shares as stipulated in the FSA Regulations and the Instrument of 

Incorporation is summarised in Sections 25 and 26. The total proceeds of sale of a Sub-Fund‟s 

investments may be less than, and the total purchase price of a Sub-Fund‟s investments may 

be more than, the mid-market value used in calculating the share price - for example, due to 

dealing charges, or through dealing at prices other than the mid-market price. Under certain 

circumstances (for example, large volumes of deals) this may have an adverse effect on the 

shareholders‟ interest in a Sub-Fund. In order to mitigate this effect called dilution, the ACD 

has the power to apply a dilution adjustment, as defined in the FSA Regulations on the issue 

and/or redemption of Shares in a Sub-Fund. A dilution adjustment is an adjustment to the 

share price. The ACD shall comply with COLL 6.3.8R of the FSA Regulations in its application 

of any such dilution adjustment. The dilution adjustment will not exceed 1% of the amount 

redeemed based on future projections. 
 

The dilution adjustment for each Sub-Fund will be calculated by reference to the estimated 

costs of dealing in the underlying investments of that Sub-Fund, including any dealing spread, 

commission and transfer taxes. The need to apply a dilution adjustment will depend on the 

volume of sales (where they are issued) or redemptions (where they are cancelled) of Shares. 

The ACD may apply a dilution adjustment on the issue and redemption of such Shares if, in its 

opinion, the existing shareholders (for sales) or remaining shareholders (for redemptions) 

might otherwise be adversely affected.  A dilution adjustment must, so far as practicable, be 

fair to all shareholders and potential shareholders. In particular, the dilution adjustment may 

be applied in the following circumstances for all Sub-Funds in the Company: 

 

 where over a dealing period a Sub-Fund has experienced a large level of net issues or 

redemptions relative to its size. For these purposes a large level of net dealing is defined 

as 5% or more of the Net Asset Value of the Sub-Fund in question (as calculated at the 

last valuation point); or 

 where over a dealing period, there have been net issues or redemptions which could lead 

to dilution of the Sub-Fund, regardless of whether this is below 5% of the Net Asset Value 

of the Sub-Fund; or 

 where the ACD considers it necessary to protect the interests of the shareholders of the 

Company. 

 

The dilution adjustment will not exceed the maximum of 1% of the Share price. The ACD may 

alter its current dilution policy either by shareholder consent pursuant to the passing of a 

resolution to that effect at a properly convened meeting of shareholders and by amending this 
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Prospectus or by giving shareholders notice and amending the Prospectus at least 60 days 

before the change to the dilution policy is to take effect. On the occasions that the dilution 

adjustment is not applied there may be an adverse impact on the total assets of the Sub-

Fund which may otherwise constrain the future growth of the Sub-Fund in question. It should 

be noted that as dilution is directly related to the inflows and outflows of monies from the 

Sub-Fund it is not possible to predict accurately whether or not dilution will occur at any 

particular future point in time, and how frequently the ACD will need to make such a dilution 

adjustment. 

 

19. Transfers 

 

Shareholders are entitled to transfer their Shares at the discretion of the ACD to another 

person or body. All transfers must be in writing in the form of an instrument of transfer 

approved by the ACD for this purpose. Completed instruments of transfer must be returned to 

the ACD in order for the transfer to be registered by the ACD. The ACD may refuse to register 

a transfer unless a provision for SDRT has been paid. 

 

20.  Anti-Money laundering 

 

Under current laws, firms conducting investment business are required to maintain 

procedures to combat money laundering and other financial crime.  Under these laws the ACD 

is legally obliged to carry out customer due diligence for anti-money laundering purposes.  

This means that, in certain circumstances shareholders or potential shareholders may be 

asked to provide some proof of their identity. Such proof may involve the ACD obtaining 

information directly from (potential) shareholders or from a third party such as a credit 

reference agency.  Where the ACD seeks proof of identity on a sale or redemption, proceeds 

will not normally be paid until the ACD has received appropriate verification. The ACD 

reserves the right to reverse the transaction or to refuse to sell Shares if it is not satisfied as 

to the identity of the applicant. 

 

21.  Restrictions and compulsory transfer and sale 

 

The ACD may from time to time impose such restrictions as it may think necessary for the 

purpose of ensuring that no Shares in the Company are acquired or continue to be held by 

any person in breach of the law or governmental regulation (or any interpretation of a law or 

regulation by a competent authority) of any country or territory or which would result in the 

Company incurring any liability to taxation which the Company is not able to recoup itself or 

suffering any other adverse consequences. In this connection, the ACD may, inter alia, reject 

in its discretion any application for the purchase, sale, transfer or switching of Shares.  

 

If it comes to the notice of the ACD that any Shares (affected Shares): 

 

(a) are owned directly or beneficially in breach of any law or governmental regulation (or any 

interpretation of a law or regulation by a competent authority) of any country or territory; or 

 

(b) would result in the Company incurring any liability to taxation which the Company would 

not be able to recoup itself or suffering any other adverse consequence (including a 

requirement to register under any securities or investment or similar laws or governmental 

regulation of any country or territory); or 

 

(c) are held in any manner by virtue of which the shareholder or shareholders in question 

is/are not qualified to hold such Shares or if it reasonably believes this to be the case; 



 

 
 

 
15077920.3  
 

22 

 

the ACD may give notice to the shareholder(s) of the affected Shares requiring the transfer of 

such Shares to a person who is qualified or entitled to own them or that a request in writing 

be given for the redemption of such Shares in accordance with the FSA Rules. If any 

shareholder upon whom such notice is served does not within 30 days after the date of such 

notice transfer his affected Shares to a person qualified to own them or submit a written 

request for their redemption to the ACD or establish to the satisfaction of the ACD (whose 

judgment is final and binding) that he/she or the beneficial owner is qualified and entitled to 

own the affected Shares, he/she shall be deemed upon the expiry of that 30 day period to 

have given a request in writing for the redemption or cancellation (at the discretion of the 

ACD) of all the affected Shares. 

 

A shareholder who becomes aware that he/she is holding or owns affected Shares shall 

immediately, unless he/she has already received a notice as set out above, either transfer all 

his affected Shares to a person qualified to own them or submit a request in writing to the 

ACD for the redemption of all his affected Shares. 

 

Where a request in writing is given or deemed to be given for the redemption of affected 

Shares, such redemption will (if effected) be effected in the same manner as provided for in 

the FSA Rules. 

 

22.  Suspension or deferrals of dealings 

 

Suspension 

 

The ACD may, with the prior agreement of the Depositary, and must without delay, if the 

Depositary so requires, temporarily suspend the issue, cancellation, sale and redemption of 

Shares in any or all of the Sub-Funds of the Company, if the ACD or the Depositary is of the 

opinion that due to exceptional circumstances there is good and sufficient reason to do so 

having regard to the interests of all the shareholders or potential shareholders. Re-calculation 

of the Share price for the purpose of sales and purchases will commence on the next relevant 

Valuation Point following the ending of the suspension.  

On suspension, the ACD, or the depositary if it has required the Manager to suspend 

dealings in Shares, will immediately inform the FSA, stating the reason for its action and as 

soon as practicable give written confirmation of the suspension and the reasons for it to the 

FSA and the Home State regulator in each EEA State in which the ACD holds itself out as 

willing to sell or redeem Shares. The ACD will ensure that a notification of the suspension is 

made to shareholders of the Sub-Fund as soon as practicable after suspension commences 

drawing Shareholders' particular attention to the exceptional circumstance which resulted 

in the suspension. The ACD will publish (on its website or by other general means) 

sufficient details to keep Shareholders appropriately informed about the suspension 

including, if known, its likely duration. The suspension of dealings in Shares will cease as 

soon as practicable after the exceptional circumstances have ceased. The ACD and the 

Depositary will formally review the suspension at least every 28 days and inform the FSA of 
the results of this review and any change to the information previously provided. 

 

During the suspension none of the obligations of the FSA Rules in respect of dealing will apply 

but the ACD will comply with as many of the FSA Rules in respect of valuations and pricing 

during the period of suspension as is practicable in light of the suspension. 

 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G278
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G87
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G1664
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1230
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/H?definition=G505
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/E?definition=G329
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/S?definition=G1063
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1233
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G86
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1233
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1233
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G1664
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G278
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
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The ACD may agree during the suspension to deal in Shares in which case all deals accepted 

during and outstanding prior to the suspension will be undertaken at a price calculated at the 

first Valuation Point after the restart of dealings in Shares. 

 

The ACD and the depositary will ensure that the suspension is only allowed to continue for as 

long as it is justified having regard to the interests of the unitholders .1 

 

Deferred Redemption 

 

Each Sub-Fund permits deferral of redemptions at the Valuation Point to the next Valuation 

Point or points where the requested redemptions exceed 10% of the Sub-Fund‟s Net Asset 

Value. Redemptions not processed at a Valuation Point will be processed at the next Valuation 

Point, up to the 10% Net Asset Value limit. Available Shares to be redeemed will be bought 

back in equal values (up to the amounts requested) across all shareholders who have sought 

to redeem Shares at any Valuation Point at which redemptions are deferred. All deals relating 

to an earlier Valuation Point will be completed before those relating to a later Valuation Point 

are considered. 

 

23.  Market Timing Policy 

 

The ACD does not knowingly allow investments which are associated with market timing 

activities, as these may adversely affect the interests of shareholders. In general, market 

timing refers to the investment behaviour of a person or group of persons buying, selling or 

switching Shares on the basis of predetermined market indicators. Market timing may also be 

characterised by transactions that seem to follow a timing pattern or by frequent or large 

transactions in Shares. 

 

Accordingly, the ACD reserves the right to reject any application for switching 

and/or subscription of Shares from investors whom it considers to be associated 

with market timing activity. In this connection the ACD may combine Shares which 

are under common ownership or control for the purposes of ascertaining whether 

investors can be deemed to be involved in such activities. 

 

24.  Governing law 

 

All Share dealings are governed by English law. 

 

25.  Valuation of the Company 

 

The price of a Share is calculated by reference to the Net Asset Value of the Company. The 

Net Asset Value per Share of a Sub-Fund is currently calculated at 4.30 pm (UK time) on each 

Dealing Day (the Valuation Point). Subject to the FSA Regulations the ACD may at any time 

carry out an additional valuation if the ACD considers it desirable to do so. Where a Sub-Fund 

is invested in stocks or markets which are closed at the time of the valuation, there is a risk 

that the quoted prices of those stocks may be out of date and unreliable. In accordance with 

the FSA regulations, the ACD may make adjustments to the value of any investments which 

may be materially impacted by out of date prices through a technique known as fair value 

pricing. 

 

The ACD, will upon completion of each valuation, notify the Depositary of the price of Shares, 

of each class of Shares of each Sub-Fund and the amount of any dilution levy applicable in 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G278
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1233
http://fsahandbook.info/FSA/handbook/LI/2008/2008_69.pdf


 

 
 

 
15077920.3  
 

24 

respect of any purchase or redemption of Shares. There may only be a single price for any 

Share as determined from time to time following each valuation. 

 

26.  Calculation of the Net Asset Value 

 

The Net Asset Value of the Scheme Property of the Company or of a Sub-Fund (as the case 

may be) shall be the value of its assets less the value of its liabilities determined in 

accordance with the Company‟s Instrument of Incorporation. The Shares will be valued in the 

base currency of the relevant Sub-Fund, as set out in the relevant Sub-Fund Appendix. 

 

All the Scheme Property (including receivables) of the Company (or the Sub-Fund) is to be 

included, subject to the following provisions.  

 

Scheme Property which is not cash (or other assets dealt with below) or a contingent liability 

transaction shall be valued as follows and the prices used shall (subject as follows) be the 

most recent prices which it is practicable to obtain: 

 

Units or shares in a collective investment scheme: 

 if a single price for buying and selling units or shares is quoted, at the most recent such 

price; or 

 if separate buying or selling prices are quoted, at the average of the two prices provided 

the buying price has been reduced by any preliminary charge included therein and the 

selling price has been increased by any exit or redemption charge attributable thereto; or 

 if, in the opinion of the ACD, the price obtained is unreliable or no recent traded price is 

available or if no price exists or if the most recent price available does not reflect the 

ACD‟s best estimate of the value of the units or shares, at a value which in the opinion of 

the ACD reflects a fair and reasonable price for that investment. 

 

Any other transferable security: 

 if a single price for buying and selling the security is quoted, at that price; or 

 if separate buying and selling prices are quoted, the average of those two prices; or 

 if, in the opinion of the ACD, the price obtained is unreliable or no recent traded price is 

available or if no price exists or if the most recent price available does not reflect the 

ACD‟s best estimate of the value of the units or shares, at a value which in the opinion of 

the ACD reflects a fair and reasonable price for that investment. 

 

Scheme Property other than that described in the Sections above at a value which, in the 

opinion of the ACD, represents a fair and reasonable mid-market price. 

 

Cash and amounts held in current and deposit accounts and in other time-related deposits 

shall be valued at their nominal values. 

 

Property which is a contingent liability transaction shall be treated as follows: 

 if it is a written option (and the premium for writing the option has become part of the 

Scheme Property), the amount of the net valuation of premium receivable. If the Scheme 

Property is an off exchange option the method of valuation shall be agreed between the 

ACD and the Depositary. 

 if it is an off-exchange future, it will be included at the net value of closing out in 

accordance with a valuation method agreed between the ACD and the Depositary; 

 if the property is an off-exchange derivative, it will be included at a valuation method 

agreed between the ACD and Depositary; 
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 if it is any other form of contingent liability transaction, it will be included at the net value 

of margin on closing out (whether as a positive or negative value). 

 

In determining the value of the Scheme Property, all instructions given to buy or sell Shares 

shall be assumed to have been carried out (and any cash paid or received) whether or not 

this is the case.  

 

Agreements for the unconditional sale or purchase of Scheme Property which are in existence 

but uncompleted shall be assumed to have been completed and all consequential action 

required to have been taken. Such unconditional agreements need not be taken into account 

if made shortly before the valuation takes place and, in the opinion of the ACD, their omission 

will not materially affect the final net asset amount. 

 

Futures or contracts for differences which are not yet due to be performed and unexpired and 

unexercised written or purchased options shall not be included under this Section.  

 

All agreements are to be included under this Section which are, or ought reasonably to have 

been, known to the person valuing the property.  

 

An estimated amount for anticipated tax liabilities at that point in time including (as 

applicable and without limitation) capital gains tax, income tax, corporation tax, VAT, SDRT 

and any foreign taxes or duties will be deducted.  

 

An estimated amount for any liabilities payable out of the Scheme Property and any tax 

thereon treating periodic items as accruing from day to day will be deducted. 

 

The principal amount of any outstanding borrowings whenever repayable and any accrued but 

unpaid interest on borrowings shall be deducted. 

 

An estimated amount for accrued claims for tax of whatever nature which may be recoverable 

will be added. Any other credits or amounts due to be paid into the Scheme Property will be 

added.  

 

A sum representing any income accrued due or deemed to have accrued but not received and 

any stamp duty reserve tax provision anticipated to be received will be added. 

 

Currency or values in currencies other than the Base Currency shall be converted at a rate of 

exchange that is not likely to result in any material prejudice to the interests of shareholder 

or potential shareholders. 
 
27.  Price per Share for each Share Class 

 

The price per Share at which Shares are bought or are sold is the Net Asset Value per Share. 

Any initial charge, redemption charge or dilution adjustment or SDRT provision may be 

payable in addition to that price. 

 

Each allocation of income made in respect of a Sub-Fund at a time when more than one class 

is in issue shall be done by reference to the relevant shareholder‟s proportionate interest in 

the income property of the Sub-Fund calculated in accordance with the Instrument of 

Incorporation. 
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28.  Pricing basis 

 

The Company deals on a forward pricing basis. A forward price is the price calculated at the 

next Valuation Point after the purchase or sale is agreed. 

 

29.  Publication of prices 

 

The most recent prices of Shares will appear daily on the IMA website www.fundlistings.org.  

This is the primary method of price publication. The prices of Shares may also be obtained by 
calling the ACD by telephone: 0845 0264286 and/or Fax: 0845 2800963. 

 

30.  Risk factors 

 

Potential investors should consider the following risk factors before investing in the Company. 

Further risk factors relating to a specific Sub-Fund are included in the relevant Sub-Fund 

Appendix. 

 

General 

 

An investment in one or more of the Sub-Funds of the Company will involve exposure to 

those risks normally associated with investment in securities. As such, the price of securities 

and the income from them can go down as well as up and an investor may not get back the 

full amount he has invested. There is no assurance that investment objectives of any Sub-

Fund will actually be achieved. The Sub-Funds of the Company may have significant 

investments in smaller companies, in which there may be no established market for the 

shares, or the market may be highly illiquid. Because of this potential illiquidity in the 

investments of certain Sub-Funds, such Sub-Funds may not be appropriate for all investors, 

including those who are not in a position to take a medium to long-term view of their 

investment. Shares in all the Sub-Funds should generally be regarded as long-term 

investments. Details of any additional risk factors relating to particular Sub-Funds are set out 

in the relevant Sub-Fund Appendix. 

 

Charges in respect of certain Sub-Funds may be taken against capital rather than income. 

This may constrain capital growth of the Sub-Fund in question. 

 

Effect of Initial Charge or Redemption Charge 

 

Where an initial charge or redemption charge is imposed, an investor who realises his Shares 

after a short period may not (even in the absence of a fall in the value of the relevant 

investments) realise the amount originally invested. 

 

In particular, where a redemption charge is payable, investors should note that the 

percentage rate at which the redemption charge is calculated is based on the market value 

rather than the initial value of Shares. If the market value of the Shares has increased the 

redemption charge will show a corresponding increase. Currently there is no redemption 

charge levied on Shares. 

 

The Shares therefore should be viewed as medium to long-term investments. 
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Dilution and SDRT Provision 

 

Investors should note that in certain circumstances a dilution levy may be applied on their 

purchase or redemption of Shares or a provision for SDRT may be applied on the purchase, 

redemption or transfer of Shares. Where a dilution levy is not applied, a Sub-Fund may incur 

dilution, which may constrain capital growth. 

 

Suspension of Dealings 

 

Investors are reminded that in certain circumstances their right to sell Shares (including a 

redemption by way of switching) may be suspended.  

 

Global Economic and Market Conditions 

 

The Company will invest in currencies, securities and instruments traded in various markets 

throughout the world, including in global emerging markets, some of which are highly 

controlled by governmental authorities. Such investments require consideration of certain 

risks typically not associated with investing in currencies or securities of developed markets. 

Such risks include, among other things, trade balances and imbalances and related economic 

policies, unfavourable currency exchange rate fluctuations, imposition of exchange control 

regulation by governments, withholding taxes, limitations on the removal of funds or other 

assets, policies of governments with respect to possible nationalisation of their industries, 

political difficulties, including expropriation of assets, confiscatory taxation and social, 

economic or political instability in foreign nations. These factors may affect the level and 

volatility of securities prices and the liquidity of any investments. Unexpected volatility or 

illiquidity could impair any investments and thus, the Company‟s, profitability, or result in 

losses. The economies of countries differ in such respects as growth of gross domestic 

product, rate of inflation, currency depreciation, asset reinvestment, resource self-sufficiency 

and balance of payments position. Further, certain economies are heavily dependent upon 

international trade and, accordingly, have been and may continue to be adversely affected by 

trade barriers, exchange controls, managed adjustments in relative currency values and 

other protectionist measures imposed or negotiated by the countries with which they trade. 

The economies of certain countries may be based, predominantly, on only a few industries 

and may be vulnerable to changes in trade conditions and may have higher levels of debt or 

inflation. 

 

Political Risk 

 

The value of the Company‟s assets may be affected by uncertainties such as international 

political developments, changes in government policies, taxation, restrictions on foreign 

investment and currency repatriation, currency fluctuations and other developments in the 

laws and regulations of the countries to which the Company is exposed through its 

investments. 

 

Market Risks 

 

The investments of the Company are subject to normal market fluctuations and the risks 

inherent in investment in equity securities and similar instruments and there can be no 

assurance that appreciation will occur. The price of securities can go down as well as up and 

investors may not realise their initial investment. 
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Liabilities of the Company 

 

As mentioned in Section 2, although each Sub-Fund so far as possible will be treated as 

bearing the liabilities, expenses, costs and charges attributable to it, if its assets are not 

sufficient the ACD may re-allocate assets, liabilities, expenses, costs and charges between the 

other Sub-Funds of the Company in a manner which is fair to the shareholders of the 

Company generally. The ACD would normally expect any such re-allocation to be effected on 

a pro rata basis having regard to the Net Asset Values of the relevant Sub-Funds. If there is 

any such re-allocation the ACD will advise shareholders of it in the succeeding annual or 

interim report to shareholders. Shareholders are not, however, liable for the debts of the 

Company. A shareholder is not liable to make any further payment to the Company after 

paying the purchase price of shares. 

 
Valuation Risk 

 

The Company may invest some of its assets in unquoted securities or quoted securities for 

which there is no reliable price source available. Such investments will be valued at the 

probable realisation value as determined in accordance with the provisions set out in the 

section "Calculation of the Net Asset Value". Estimates of the fair value of such investments 

are inherently difficult to establish and are the subject of substantial uncertainty. The 

Company may, for the purpose of efficient portfolio management, invest in derivative 

instruments and there can be no assurance that the value as determined in accordance with 

the section "Valuation of Assets" reflects the exact amount at which those instruments may 

be "closed out". 

 
International Investing 

 

Investments on an international basis involve certain risks, including fluctuations in foreign 

exchange rates, future political and economic developments and the possible imposition of 

exchange controls or other governmental laws or restrictions.  Prices of securities in different 

countries are subject to different economic, financial, political and social factors.  Since the 

Company will invest in securities denominated in various currencies, changes in foreign 

currency exchange rates will affect the values of securities held by the Company.  In addition, 

investments held by the Company may be subject to non-recoverable withholding taxes.  

Inflation in some countries in which investments are made may affect performance. 

 

Investment and Trading Risks in general 

 

All securities investments present a risk of loss of capital. As at the date of this Prospectus, 

the ACD believes that the Company‟s investment policy for each Sub-Fund moderates this risk 

through a careful selection of securities and other financial instruments 

 
Interest Rate Risk 

 

The fixed and floating rate securities in which the Company may invest may be interest rate 

sensitive, which means that their value and, consequently, the Net Asset Value of its Sub-

Funds may fluctuate as interest rates fluctuate. An increase in interest rates will generally 

reduce the value of the fixed rate securities. The Company's performance, therefore, will 

depend in part on the relevant Investment Adviser's ability to anticipate and respond to such 

fluctuations in market interest rates and to utilise appropriate strategies to maximise returns 

for the Company while attempting to minimise the associated risks to its investment capital. 
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Investing in Smaller Companies 

 

Investments in smaller companies may involve greater risks and thus may be considered 

speculative.  Investment in a Sub-Fund investing in smaller companies should be considered 

long-term and not as a vehicle for seeking short-term profits, nor should an investment in 

such a Sub-Fund be considered a complete investment programme.  Many small companies‟ 

stocks trade less frequently and in smaller volume and may be subject to more abrupt or 

erratic price movements than stocks of larger companies.  The securities of small companies 

may also be more sensitive to market changes than the securities of large companies. 

 

Restrictions on Foreign Investment 

 

Substantial limitations may exist in certain countries with respect to the Company‟s ability to 

repatriate investment income, capital or the proceeds of sales of securities by foreign 

investors.  The Company could be adversely affected by delays in, or a refusal to grant, any 

required governmental approval for repatriation of capital, as well as by the application to the 

Company of any restriction on investments. 

 

Counterparty and Broker Risk 

 

The Company will be subject to counterparty risk with respect to transactions, whether due to 

the insolvency or bankruptcy of counterparties or brokers or other causes. 

 

Currency Risk and Hedging 

 

Although shares in the Company are denominated in the Base Currency, the Company may 

invest its assets in securities denominated in a wide range of currencies, some of which may 

not be freely convertible. The Net Asset Value of a Sub-Fund as expressed in its Base 

Currency may therefore fluctuate in accordance with changes in the foreign exchange rate 

between the currency and the currencies in which the Company‟s investments are 

denominated. A Sub-Fund may therefore be exposed to a foreign exchange / currency risk 

exposure. The Investment Advisers may enter into currency hedging transactions at their sole 

discretion. 

 

Risks associated with investment in other collective investment schemes 

 

The Company may invest in one or more collective investment schemes including schemes 

managed by the ACD or their affiliates. The Company is entitled to invest all or part of its 

assets in collective investment schemes, subject to the FSA Regulations and the ICVC 

Regulations, and as otherwise provided herein. Investors should be aware of such potential 

exposure to the asset classes of those underlying collective investment schemes in the 

context of all their investments. 

 

Transactions in Derivatives 

 

The value of derivative transactions may fluctuate and while they may in certain 

circumstances reduce or eliminate risk they may also limit the potential for capital 

appreciation.  The use of derivatives may lead to higher volatility of the Net Asset Value of the 

Company.  In general the possible effect on the Company‟s or a Sub-Fund‟s risk profile from 

the use of derivatives will be to reduce volatility when used for hedging or efficient portfolio 

management and could increase volatility if used to take additional market or securities 

exposure. 
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Forward foreign exchange contracts may be used for hedging purposes. There can be no 

assurance that the objective sought to be attained from the use of these instruments will be 

achieved. 

 

Investment Techniques and Instruments for Efficient Portfolio Management 

 

The Company will not invest in Financial Derivative Instruments (“FDIs”) for investment 

purposes unless otherwise stated in a Sub-Fund‟s Investment Policy in the specific Sub-Fund 

Appendix. However it may engage in transactions in FDIs for efficient portfolio management 

purposes (including foreign exchange transactions which alter the currency characteristics of 

transferable securities and money market instruments held by the Sub-Fund).  

 

The Investment Advisers will employ a risk management process which will enable them to 

monitor and measure the risks attached to FDI positions and details of this process will be 

provided to the FSA. 

 

Financial Derivatives, Techniques and Instruments Risks 

 

The prices of derivative instruments, including futures, options and swap prices, can be highly 

volatile. Price movements of forward contracts, futures contracts and other derivative 

contracts are influenced by, among other things, interest rates, changing supply and demand 

relationships, trade, fiscal, monetary and exchange control programs and policies of 

governments, and national and international political and economic events and policies. In 

addition, governments from time to time intervene, directly and by regulation, in certain 

markets, particularly markets in currencies and interest rate related futures and options. Such 

intervention often is intended directly to influence prices and may, together with other 

factors, cause all of such markets to move rapidly in the same direction because of, amongst 

other things, interest rate fluctuations. The use of these techniques and instruments also 

involves certain special risks, including (1) dependence on the ability to predict movements in 

the prices of securities being hedged and movements in interest rates, (2) imperfect 

correlation between the price movements of the derivatives and price movements of related 

instruments, (3) the fact that skills needed to use these instruments are different from those 

needed to select the securities owned by the Company, (4) the possible absence of a liquid 

market for any particular instrument at any particular time; which may result in possible 

impediments to effective portfolio management or the ability to meet redemption. The 

Company may invest in certain derivative instruments, which may involve the assumption of 

obligations as well as rights and assets. Assets deposited as margin with brokers may not be 

held in segregated accounts by the brokers and may therefore become available to the 

creditors of such brokers in the event of their insolvency or bankruptcy. 

 

The Company may from time to time utilise both exchange-traded and over-the-counter 

credit derivatives, such as credit default swaps as part of its investment policy and for 

hedging purposes. These instruments may be volatile, involve certain special risks and expose 

investors to a high risk of loss. The low initial margin deposits normally required to establish a 

position in such instruments permit a high degree of leverage. As a result, a relatively small 

movement in the price of a contract may result in a profit or a loss that is high in proportion 

to the amount of the funds actually placed as initial margin and may result in unlimited 

further loss exceeding any margin deposited. Furthermore, when used for hedging purposes 

there may be an imperfect correlation between these instruments and the investment or 

market sectors being hedged. Transactions in over-the-counter derivatives, such as credit 
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derivatives, may involve additional risk as there is no exchange market on which to close out 

an open position. 

 

The aim of any derivative or forward used for such reasons is not to materially alter 

the risk profile of the Sub-Fund, rather their use is to assist the Manager in meeting 

the investment objectives of each Sub-Fund by: 

Å reducing risk and/or 

Å reducing cost, and/or 

Å generating additional income or capital for each Sub-Fund. 

 

The aim of reducing risks or costs will allow the Manager to enter into exposures on 

permissible assets or currencies using derivatives or forwards as an alternative to 

selling or purchasing underlying assets or currencies. These exposures may 

continue for as long as the Manager considers that the use of derivatives continues 

to meet the original aim. 

 

The aim of generating additional income allows the Manager to write options on 

existing assets where it considers the transaction will result in the Sub-Fund 

deriving a benefit, even if the benefit obtained results in the surrendering the 

chance of greater benefit in the future.  

 

The aim of generating additional capital allows the Manager to take advantage of 

any pricing imperfections in relation to the acquisition and disposal (or disposal and 

acquisition) of rights relating to assets the same as, or equivalent to which the Sub-

Fund holds or may hold. 

 

Potential Conflicts of Interest 

 

The ACD and the Investment Advisers and any of their members, directors, officers, 

employees, agents and affiliates and the directors or any officer or agent of the Company, 

and any person or company with whom they are affiliated or by whom they are employed 

may be involved in other financial, investment or other professional activities which may 

cause conflicts of interest with the Company. 

 

The ACD and the Investment Advisers (and their affiliates, members, employees and agents) 

may promote, manage, advise or otherwise be involved in other collective investment 

schemes with similar or overlapping investment policies to the Company and, in particular, 

there could arise conflicts of interest relating to the allocation of investments or realisation 

opportunities between any Sub-Fund and also between a Sub-Fund and such other collective 

investment schemes or other clients of the ACD or the Investment Adviser. In such 

circumstances the ACD and the Investment Adviser will allocate such opportunities equitably. 

The ACD and the Investment Adviser shall manage any conflicts of interest that arise on an 

equitable basis having regard to their contractual obligations to the Company, to the ACD (in 

the case of the Investment Adviser), and to other clients. 

 

In addition, the ACD and the Investment Advisers may provide to other entities services 

similar to those provided to the Company and shall not be liable to account for any profit 

earned from such services. 
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Related Party Transactions 

 

The ACD, the Investment Adviser, the Depositary, and the Custodian and/or their affiliates 

may have dealings in the assets of the Company provided that any such transactions are 

effected on normal commercial terms negotiated at arm‟s length and provided that each such 

transaction complies with any of the following: 

 

(i) A certified valuation of such transaction is provided by a person approved by the 

ACD as independent and competent; 

(ii) The transaction has been executed on best terms, on and under the rules of an 

organised investment exchange; or 

 

Where neither i) nor ii) is practical; 

 

(iii) Where the ACD is satisfied that the transaction has been executed on normal 

commercial terms negotiated at arm‟s length. 

 

Past Performance Information 

 

Market conditions and trading approaches are continually changing and the fact that any 

adviser or investment manager happened to be successful in the past may largely be 

irrelevant to its prospects for future profitability. Past results are not necessarily indicative of 

future performance and no assurance can be given that profits will be achieved or that 

substantial losses will not be incurred.  

 

Inadequate Return 

 

There can be no assurance that the returns on the Company‟s investment will be 

commensurate with the risk of an investment therein. Investors should not commit money to 

the Company unless they have the resources to sustain the loss of their entire investment in 

the Company. 

 

Illiquid Portfolio Instruments 

 

It is possible in extreme market conditions that the Company could experience a degree of 

illiquidity with respect to certain portfolio instruments.  Where appropriate, positions that 

become illiquid and do not actively trade will be marked to market, taking into account actual 

market prices, market prices of comparable investments and/or such other factors (e.g. , the 

tenor of the respective instrument) as may be appropriate.  To the extent that marking an 

illiquid investment to market is not practicable, an investment will be carried at fair value, as 

reasonably determined by the ACD or their delegate.  There is no guarantee that fair value 

will represent the value that will be realised by the Company on the eventual disposal of the 

investment or that would, in fact, be realised upon an immediate disposal of the investment.  

As a result, an investor withdrawing from a Sub-Fund prior to realization of such an 

investment may not participate in gains or losses from it. 

 

Credit risk 

 

The Company may invest in fixed or floating rate securities issued by companies, trusts or 

other investment vehicles which, compared to bonds issued or guaranteed by governments, 

are typically exposed to greater risk of default in the repayment of the capital provided to the 

issuer or interest payments due to the Company. The amount of credit risk is measured by 
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the issuer‟s credit rating which is assigned by one or more independent rating agencies. This 

does not amount to a guarantee of the issuer‟s creditworthiness but provides a strong 

indicator of the likelihood of default. Securities which have a lower credit rating are generally 

considered to have a higher credit risk and a greater possibility of default than more highly 

rated securities. Issuers often issue securities which are ranked in order of seniority which in 

the event of default would be reflected in the priority in which investors might be paid back. 

 

31.  Fees and expenses 

 

General 

 

The Company may pay out of its property charges and expenses incurred by it, which will 

include the following expenses: 

 the costs of authorising new Sub-Funds to the Company after its initial establishment; 

 the costs of preparing the Prospectus and Simplified Prospectus, but does not include the 

dissemination of the Simplified Prospectus; 

 the fees and expenses payable to the ACD, including the Investment Advisers‟ fees, 

broker‟s commission, fiscal charges (including stamp duty and/or Stamp Duty Reserve 

Tax) and other disbursements which are necessarily incurred in effecting transactions for 

the Sub-Funds and normally shown in contract notes, confirmation notes and difference 

accounts as appropriate; fees and expenses in respect of establishing and maintaining the 

register of shareholders and any sub-register of shareholders, any costs incurred in or 

about the listing of shares in the Company on any Stock Exchange, and the creation, 

conversion and cancellation of shares; 

 the fees and expenses payable to the Investment Adviser including Performance Fees (if 

any); 

 any costs incurred by the Company in publishing the price of the Shares in a national or 

other newspaper or other media; 

 any costs incurred in producing and dispatching any payments made by the Company, or 

the annual and interim reports of the Company; 

 any fees, expenses or disbursements of any legal or other professional adviser of the 

Company and preparing materials required by such advisers; 

 any costs incurred in taking out and maintaining any insurance policy in relation to the 

Company; 

 any costs incurred in respect of meetings of shareholders convened for any purpose 

including those convened on a requisition by shareholders (including meetings of 

shareholders in any particular Sub-Fund, or any particular class within the Sub-Fund from 

time to time) not including the ACD or an associate of the ACD; 

 liabilities on amalgamation or reconstruction including certain liabilities arising after 

transfer of property to the Sub-Funds in consideration for the issue of shares as more fully 

detailed in the FSA Regulations; 

 taxation and duties payable in respect of the property of the Sub-Funds or the issue or 

redemption of shares; 

 the audit fees of the Auditor (including VAT) and any expenses of the Auditor; 

 the fees of the FSA as detailed in the FEES sourcebook of the FSA Rules, together with any 

corresponding periodic fees of any regulatory authority in a country or territory outside 

the United Kingdom in which shares in the Company are or may be marketed; 

 the Depositary‟s expenses, as detailed in Section 34 below; 

 expenses relating to any specialist pricing and valuation services; 

 any expense incurred in relation to company secretarial duties including the cost of 

attending shareholder meetings (if required), maintenance of minute books and other 

documentation required to be maintained by the Company; 



 

 
 

 
15077920.3  
 

34 

 any payments otherwise due by virtue of the FSA Regulations; 

 any value added or similar tax relating to any charge or expense set out herein. Value 

Added Tax is payable on these charges where appropriate; and 

 any amount payable by the Company under any indemnity provisions contained in the 

Instrument of Incorporation or any agreement with any functionary of the Company. 

 

Expenses are allocated between capital and income in accordance with the FSA‟s rules. 

 

32.  Charges payable to the ACD 

 

In payment for carrying out its duties and responsibilities the ACD is entitled to deduct from 

each Sub-Fund an annual management charge including the Investment Advisers fees. The 

annual management charge for each Share Class of each Sub-Fund is calculated and accrues 

daily and is payable monthly in arrears on the last business day of each month. The current 

management charges for each Sub-Fund and each Share Class are set out in the relevant 

Sub-Fund Appendix. 

 

The ACD is also entitled to reimbursement of all reasonable, properly vouched, out of pocket 

expenses incurred in the performance of its duties, including stamp duty and Stamp Duty 

Reserve Tax on transactions in shares. 

 

It is expected that the ACD‟s annual management charge will generally be taken from income. 

However, where the amount of income received by a Sub-Fund or Share Class is insufficient 

to meet the annual management charge plus all other expenses attributable or apportioned to 

the Sub-Fund or Share Class, then some or all of such charge and expenses may be treated 

as capital expenses and be charged against the capital of the relevant Sub-Fund or Share 

Class. This will only be done with the approval of the Depositary and may constrain capital 

growth. In addition, where indicated in the relevant Sub-Fund Appendix, the ACD‟s annual 

management charge may be taken from the capital of the relevant Sub-Fund or Share Class. 

 

The ACD may not increase the current rate or amount of its remuneration payable out of the 

Scheme Property of the Company or the Preliminary charge unless, not less than 60 days 

before the increase, it gives notice in writing of the increase and the date of its 

commencement to all relevant shareholders and has revised and made available the 

Prospectus to reflect the introduction or new rate and the date of its commencement. 

 

Any increase or an introduction of a new category of remuneration by the ACD will be carried 

out in accordance with the FSA Regulations. 

 

33. Investment Adviserôs fees 

 

The Investment Adviser is entitled to receive out of the property of each Sub-Fund by way of 

remuneration, a periodic charge which will accrue and be calculated daily and will be payable 

monthly in respect of each calendar month as soon as practicable after the month end. The 

Investment Adviser‟s periodic charge will form part of the relevant Sub-Fund‟s annual 

management charge. The rate or rates and/or amounts of the Investment Adviser‟s periodic 

charge in respect of each Sub-Fund shall be agreed between the ACD and the Investment 

Adviser from time to time, subject to any approval by and/or notification to the FSA and/or 

shareholders that may be required under the ICVC Regulations or the FSA Regulations. In 

addition to the periodic charge, the Investment Adviser will be entitled to received out of the 

property of a Sub-Fund such other fees (if any) as may be described in the relevant Sub-Fund 

Appendix. 
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34.  Depositaryôs, Transfer Agent/Administratorôs fee and expenses 

 

Depositary‟s fees 

 

The Depositary is entitled to receive out of the property of each Sub-Fund by way of 

remuneration, a periodic charge which will accrue and be calculated daily and will be payable 

monthly in respect of each calendar month as soon as practicable after the month end. The 

rate or rates and/or amounts of the Depositary‟s periodic charge in respect of each Sub-Fund 

shall be agreed between the ACD and the Depositary from time to time, subject to any 

approval by and/or notification to the FSA and/or shareholders that may be required under 

the ICVC Regulations or the FSA Regulations.  

 

The rate of the Depositary‟s periodic charge in respect of each Sub-Fund is currently: 

 

0.04% per annum on the first £70 million of the Net Asset Value of each Sub-Fund, then 

0.03% on the next £30 million, then 

0.02% on the next £50 million, and 

0.01% on the remainder of the property of the Sub-Fund 

 

subject to a minimum fee of £10,000 per annum, per Sub-Fund.   
 

The Depositary‟s periodic charge is calculated daily on the Net Asset Value of each Sub-Fund 

on the previous business day. The valuation used for each day which is not a business day will 

be the value calculated on the previous business day. In addition Value Added Tax on the 

amount of the periodic charge will be paid out of each Sub-Fund. 

 

In the event of the termination of a Sub-Fund, the Depositary shall continue to be entitled to 

a periodic charge in respect of that Sub-Fund for the period down to and including the day on 

which the final distribution in the termination of the Sub-Fund shall be made or, in the case of 

a termination following the passing of an extraordinary resolution approving the scheme of 

arrangement, down to and including the final day on which the Depositary is responsible for 

the safekeeping of the Scheme Property of the Sub-Fund. Such periodic charge will be 

calculated, be subject to the terms and accrue and be paid as described above, except that 

for the purpose of calculating the periodic charge in respect of any day falling after the day on 

which the termination day of the Sub-Fund commences, the value of the Scheme Property of 

the Sub-Fund shall be the Net Asset Value determined at the beginning of each such day. 

 

The Depositary Agreement between the Company and the Depositary provides that in addition 

to a periodic charge the Depositary may also be paid by way of remuneration custody fees 

where it acts as Custodian and other transaction and bank charges.  At present the 

Depositary delegates the function of custody of the Scheme Property to Bank of New York 

Mellon Inc. The remuneration for acting as custodian is calculated at such rate, rates and/or 

amounts as may be agreed from time to time.  The current remuneration ranges from 

between  0.01% per annum to 0.04 % per annum of the value of the property of each Sub-

Fund, plus VAT (if any) represented by the Net Asset Value of the Sub-Fund calculated on the 

last business day of each month.  The valuation used for each day which is not a business day 

will be the value calculated on the previous business day. The current range of transaction 

charges is between £5.00 and £250.00 per transaction plus VAT (if any). Custody and 

transaction charges will be payable monthly out of the property of each Sub-Fund in arrears. 

 

In addition to the remuneration referred to above, the Depositary is entitled to receive 

reimbursement for expenses properly incurred by it in discharge of its duties or exercising any 
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powers conferred upon it in relation to the Company and each Sub-Fund.    Such expenses 

include, but are not restricted to: 

 

(i) charges and expenses payable to BNY Mellon Trust and Depositary (UK) Limited or to 

any person (whether or not an associate of the Depositary) to whom any function of 

custody or control in relation to Scheme Property is delegated or whose services are 

retained to assist in the performance of any such function; 

 

(ii) all charges imposed by, and any expenses of, any agents appointed by the Depositary 

to assist in the discharge of its duties; 

 

(iii) all charges and expenses incurred in connection with the collection and distribution of 

income; 

(iv) all charges and expenses incurred in relation to the preparation of the Depositary's 

annual report to shareholders; 

(v) all charges and expenses incurred in relation to stock lending or other transactions; 

(vi) fees and expenses payable to any professional advisors advising or assisting the 

Depositary. 

VAT (if any) in connection with any of the above is payable in addition. 

 

Registrar/Administrators fees 

 

The Registrar/Administrator is entitled to receive out of the property of each Sub-Fund by way 

of remuneration, a periodic charge which will accrue and be calculated daily and will be 

payable monthly in respect of each calendar month as soon as practicable after the month 

end. This charge will form part of the relevant Sub-Fund‟s annual management charge. Where 

the annual management charge is not fixed for a particular Sub-Fund, the rate or rates and/or 

amounts of the Registrar/Administrator‟s periodic charges in respect of the relevant Sub-Fund 

and each Share Class are set out in the Sub-Fund Appendix. 

 

35.  Exemption from Liability to Account for Profits 

 

The ACD, Investment Advisers, Depositary and Custodian or any affected persons in 

accordance with the FSA Regulations are not liable to account to the shareholders of any Sub-

Fund for any profits or benefits they make or receive that are derived from or in connection 

with: 

i) dealings in the Shares of a Sub-Fund, 

ii) any transaction in Sub-Fund property, and/or 

iii) the supply of services to the Sub-Fund.  

 

36.  Allocation of fees and expenses between Sub-Funds and Share Classes 

 

All the above fees, duties and charges will be charged to the Sub-Fund or Share Class in 

respect of which they were incurred.  Where an expense is not considered to be attributable 

to any one Sub-Fund or Share Class, the expense will normally be allocated to all Sub-Funds 

or Share Classes pro rata to the Net Asset Value of the Sub-Funds or Share Classes, although 
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the ACD has discretion, after consultation with the Depositary and Auditor, to allocate these 

fees and expenses in a manner which it considers fair to shareholders generally. 

 

37.  Shareholder meetings and voting rights 

 

Annual General Meetings (ñAGMò) 

 

In accordance with The Open-Ended Investment Companies (Amendment) Regulations 2005, 

the ACD has elected not to hold an annual general meeting of the Company. Copies of 

contracts of service between the Company and its directors, including the ACD, will be 

provided to shareholders on request. 

 

Requisitions of Extraordinary General Meetings 

 

The ACD may requisition an extraordinary general meeting at any time. Shareholders may 

also requisition an extraordinary general meeting of the Company. A requisition by 

shareholders must state the objects of the meeting, be dated, be signed by shareholders who, 

at the date of the requisition, are registered as holding not less than one-tenth in value of all 

Shares then in issue and the requisition must be deposited at the head office of the Company. 

The ACD must convene an extraordinary general meeting no later than eight weeks after 

receipt of such requisition. 

 

Notice and quorum 

 

Shareholders will receive at least 14 days‟ notice of a shareholders‟ meeting and are entitled 

to be counted in the quorum and vote at such meeting either in person or by proxy. The 

quorum for a meeting is two shareholders, present in person or by proxy. The quorum for an 

adjourned meeting is two shareholders present in person or by proxy although this may be 

reduced to one if two shareholders are not present after 15 minutes (which shall be deemed 

to be a reasonable time). Notices of meetings and adjourned meetings will be sent to 

shareholders at their registered addresses. 

 

Voting rights 

 

At a meeting of shareholders, on a show of hands every shareholder who (being an individual) 

is present in person or (being a corporation) is present by its representative properly 

authorised in that regard, has one vote. On a poll vote, a shareholder may vote either in 

person or by proxy. The voting rights attaching to each Share are such proportion of the 

voting rights attached to all the Shares in issue that the price of the Share bears to the 

aggregate price(s) of all the Shares in issue at the date seven days before the notice of 

meeting is deemed to have been served. A shareholder entitled to more than one vote need 

not, if he votes, use all his votes or cast all the votes he uses in the same way. For joint 

shareholders only the vote of the first named in the register of shareholders, being the most 

senior of the joint shareholders, can be taken. Except where the FSA Regulations or the 

Instrument of Incorporation of the Company requires an extraordinary resolution (which 

needs 75% of the votes cast at the meeting to be in favour if the resolution is to be passed) 

any resolution will be passed by a simple majority of the votes validly cast for and against the 

resolution. 

 

The ACD may not be counted in the quorum for a meeting and neither the ACD nor any 

associate (as defined in the FSA Rules) of the ACD is entitled to vote at any meeting of the 

Company except in respect of shares which the ACD or associate holds on behalf of or jointly 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G296
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G9
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with a person who, if the registered shareholder, would be entitled to vote and from whom 

the ACD or associate has received voting instructions. “Shareholders” in this context means 

shareholders on the date seven days before the notice of the relevant meeting was deemed to 

have been served.  

 

38.  Sub-Fund and Share Class meetings 

 

The above provisions, unless the context otherwise requires, apply to meetings of Sub-Funds 

and Share Classes as they apply to general meetings of shareholders. 

 

Variation of Sub-Fund and Share Class rights 

 

The rights attached to a Sub-Fund or Share Class may not be varied without the sanction of 

an extraordinary resolution passed at a meeting of shareholders of that Share Class or Sub-

Fund (which needs 75% of the votes cast at the meeting to be in favour if the resolution is to 

be passed). 

 

39.  Taxation 

 

The following summary is based on current United Kingdom law and HM Revenue & 

Customs practice both of which are subject to change. It is intended to offer 

information on the UK taxation position of the Company and of investors who are 

United Kingdom resident and hold Shares as investments. However, it should not be 

regarded as definitive nor as removing the desirability of taking separate 

professional advice. Any investor or potential investors must consult their 

professional taxation adviser. Levels and bases of, and reliefs from, taxation are 

subject to change in the future. 

 

Each Sub-Fund is taxed as if it were a separate company. The tax issues relating to the Sub-

Funds in respect of the funds and the investors within them are treated separately in this 

Section. 

 

Taxation of Sub-Funds 

 

Tax on capital gains ï Equity Funds 

 

As funds of an open-ended investment company, Equity Sub-Funds are not subject to UK 

taxation on capital gains arising on the disposal of their investments. In the unlikely event 

that a Sub-Fund should be considered to be trading in securities for tax purposes, however, 

any gains made will be treated as income and taxed accordingly. 

 

Tax on income ï Equity Funds 

 

Each Equity Sub-Fund will be liable to corporation tax at a rate equal to the lower rate of 

income tax, currently 20%, on its income after relief for expenses (which include fees payable 

to the ACD and to the Depositary). Dividends and similar income distributions from UK 

resident companies should be exempt from corporation tax. Dividends and similar income 

distributions from UK authorised unit trusts are exempt from corporation tax to the extent the 

underlying income derives from dividends. 

 

Taxation ï Bond Funds 
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The rate of corporation tax payable by Bond Sub-Funds is 20%. Income allocations to 

shareholders will be interest allocations, with income tax deducted at the rate of 20% from 

the gross allocation. For individual shareholders, the gross interest allocation will be subject 

to UK income tax at the appropriate marginal rate of tax for the individual whether 10%, 

20%, 40% or from 6 April 2010 50% for those individuals with taxable income in excess of 

£150,000. The income tax deducted at source can be used to reduce the tax liability. A 

shareholder liable to tax at the basic rate will have no further tax to pay whilst a shareholder 

taxable at the higher rate will be liable to further tax equal to 20% of the gross interest. UK 

residents who are non-taxpayers or lower rate tax-payers may reclaim all or part of the 

income tax deducted at source. Bond Sub-Funds will not invest in the shares of Real Estate 

Investment Trusts (REIT) if this would affect their status as interest schemes, or distributions 

as interest distributions. 

 

Corporate Shareholders who receive distributions may have to split them (the division will be 

indicated on the tax voucher). Any part representing dividends received from a UK company 

should be treated as dividend income (that is franked investment income) and no further tax 

should be due on it. The remainder will be received as an annual payment after deduction of 

income tax at the lower rate and corporate Shareholders may be liable to corporation tax on 

the grossed up amount with the benefit of the 20% income tax credit attached. 

 

Under the corporate debt tax regime in the United Kingdom any corporate Shareholder within 

the charge to United Kingdom corporation tax should be taxed on the increase in value of its 

holding on a mark to market basis (rather than on disposal) or should obtain tax relief on any 

equivalent decrease in value, if the Investments held by the Fund within which the 

Shareholder invests, consist of more than 60% (by value) of “qualifying investments”.  

Qualifying investments are broadly those which yield a return directly or indirectly in the form 

of interest. 

 

Notwithstanding the above, interest allocations can be paid gross to holders of Gross Paying 

Shares. 

 

Relief for foreign withholding taxes 

 

To the extent that an Equity Sub-Fund receives income from, or realises gains on disposal of 

investments in, foreign countries it may be subject to foreign withholding or other taxation in 

those jurisdictions. To the extent it relates to income, this foreign tax may be able to be 

treated as an expense for UK corporation tax purposes, or it may be treated as a credit 

against any UK corporation tax charge (up to the amount of tax so chargeable in the year on 

each foreign source). 

 

Stamp Duty Reserve Tax 

 

With effect from 6 February 2000 Stamp Duty Reserve Tax (“SDRT”) was introduced, as 

provided for within the Finance Act 1999. SDRT is only applicable to Sub-Funds which invest 

wholly or in part in UK equities. (The following can be ignored for any Sub-Funds that do not 

invest in such investments). SDRT is charged at the rate of 0.5% of the value of the shares 

surrendered in a weekly charging period. The amount of SDRT is reduced in proportion by 

which sales of shares are less than surrendered, by number, in that week and the following 

week. This charge is also reduced by the proportion of the fund that is invested in exempt 

assets – that is those other than UK equities. In simple terms, this has the effect of charging 

a 0.5% tax on the value of each surrender of shares, where those shares are subsequently 

sold to another investor, and in proportion to how much of that fund invests in UK equities. 
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The ACD settles this liability from the assets of the particular Sub-Fund itself. This will 

obviously reduce the assets of the Sub-Fund. It is the ACD‟s estimate that the effect of this 

will be immaterial compared to the total assets of the Sub-Fund. In order to compensate the 

Sub-Fund for this liability, the ACD is entitled to charge a “provision” against SDRT to both 

buyers and sellers of shares. This provision would be added to the purchase price of shares 

when they are bought, or deducted from the sales proceeds when sold. It would then be paid 

to that Sub-Fund. Obviously this would cause the purchase price to the investor to rise, or the 

sales proceeds to fall. It is not the ACD‟s intention to charge a Provision against SDRT to 

buyers or sellers of shares on normal transactions. However, the ACD reserves the right to 

charge a SDRT Provision of up to 0.5% of its value, on a deal in any of the following 

circumstances: 

 

A single deal which exceeds 5% of the value of a Sub-Fund itself, and in the estimation of the 

ACD, is likely to cause a significant liability to SDRT falling on the Sub-Fund: 

- On a non pro rata in specie redemption; and 

- On a third party transfer of shares. 

 

The ACD has also reserved the right, at its discretion, on transactions greater than £500,000 

in value, to require the buyer and/or seller of shares (including transferors and/or 

transferees) to pay to the Sub-Fund from the redemption proceeds/purchase cost (or value of 

transfer), an amount of SDRT provision of up to 0.5% as a contribution towards the SDRT 

payable. This would have the effect of reducing the proceeds payable to shareholders on the 

sale of shares by up to a maximum of 0.5% and/or increasing the purchase cost of shares by 

up to a maximum of 0.5%. 

 

40.  Taxation treatment ï the shareholders 

 

Income accumulations 

 

Accumulations of income (hereinafter „accumulations‟) comprise income for UK tax purposes. 

Except for shareholders within the charge to corporation tax (as explained below), 

accumulations carry a tax credit equivalent to 10% of the aggregate of the accumulation and 

the tax credit (i.e. one-ninth of the amount accumulated). UK resident individuals and (the 

trustees of) certain trusts liable to UK income tax will be taxable on the sum of their 

accumulations and associated tax credits but will be entitled to set the tax credits against 

their UK income tax liability. Associated tax credits will satisfy the liability to income tax of 

starting and basic rate taxpayers. Higher rate taxpayers who are individuals will have 

additional tax to pay, the accumulations and associated tax credits being taxed at a special 

rate of 32.5% with the offset of a 10% tax credit. If the total income of a shareholder who is 

an individual is less than his/her personal allowances, the associated tax credits applicable to 

accumulations cannot be repaid. With effect from 6 April 2010, UK resident individuals will be 

taxed at a rate of 50% on income in excess of £150,000. Dividends otherwise taxable at the 

new 50% additional rate will be taxed instead at a new 42.5% dividend additional rate (with 

the offset of a 10% tax credit). 

 

Revenue on a sliding scale 

 

Accumulations to shareholders within the charge to corporation tax are deemed to comprise 

two elements.  Where an equity Sub-Fund‟s gross income is not wholly derived from franked 

investment income, part of any accumulation will be deemed to be reclassified as an annual 

payment received by such shareholders after deduction of income tax at the lower rate, 

currently 20% (“deemed tax deducted”). Such shareholders will be subject to corporation tax 
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on the grossed-up amount of the annual accumulations but will be entitled to offset the 

deemed tax deductible against any corporation tax liability. Where there is no corporation tax 

liability repayment is restricted to the lower of the deemed tax and the shareholder‟s share of 

the equity Sub-Fund‟s corporation tax liability (after double tax relief on overseas income) for 

the period; and the remainder, which comprises franked investment income after grossing up 

the net accumulation for the 10% tax credit. Such franked investment income, as it is known, 

should be exempt from UK corporation tax. Details of the proportions of accumulations 

comprising franked investment income and annual payments will be shown on the tax 

voucher of the Sub-Fund concerned. These rules do not apply to life companies to the extent 

that income is referable to pensions and ISA business, life reinsurance business and overseas 

life assurance business, where such income (net of the 10% credit) is taxed when it falls due. 

 

Capital gains 

 

Shareholders who are resident or ordinarily resident in the UK may be liable to UK taxation on 

capital gains arising from the sale or other disposal, including redemption, of shares (but not 

on switches between classes within a Sub-Fund). Individuals and certain trusts compute their 

gains by deducting from the net sale proceeds the capital gains base cost in respect of shares. 

Exempt shareholders, which include UK charities, and UK approved pension funds would not 

normally be expected to be liable to capital gains tax on their disposal of shares. Shareholders 

within the charge to corporation tax are taxed on the capital gain made computed on the 

basis of the rules described above. Special rules apply to life assurance companies who 

beneficially own Shares: 

-  to the extent that such gains are referable to basic life and general annuity business, the 

shareholding in each Sub-Fund is deemed to be realised at the end of the investors‟ 

corporation tax accounting period and immediately reacquired; however, capital gains and 

losses may be spread on a seven year basis; or 

-  to the extent that such gains are referable to pensions and ISA business, life reinsurance 

business and overseas life assurance business, gains (or losses) are taxed (or relieved) on 

the mark to market method (which entails holdings being valued at the end of each 

accounting period and unrealised gains being recognised/taxed and unrealised losses being 

recognised/relieved) 

 

Inheritance tax 

 

A gift by a shareholder of his shareholding in a Sub-Fund or the death of a shareholder may 

give rise to a liability to inheritance tax, even if the shareholder is neither domiciled in the UK, 

nor deemed to be domiciled there under special rules relating to long residence or previous 

domicile in the UK. For these purposes, a transfer of a shareholding at less than the full 

market value may be treated as a gift. 

 

The above statements are only intended as a general summary of UK tax law and 

practice as at the date of this Prospectus (which may change in the future) 

applicable to individual and corporate investors who are the absolute beneficial 

owners of a holding in the Company and their applicability will depend upon the 

particular circumstances of each investor. In particular, the summary may not apply 

to certain classes of investors (such as dealers in securities). Any investor who is in 

any doubt as to his UK tax position in relation to the Company should consult his UK 

professional adviser. 

 

Investment returns may be affected by changes in the basis of taxation. 
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41.  Income equalisation 

 

Income equalisation, as explained below, may apply in relation to each Sub-Fund in the 

Company. Part of the purchase price of a share reflects the relevant share of accrued income 

received or to be received by a Sub-Fund. This capital sum is returned to a shareholder with 

the first allocation of income in respect of a share issued during a distribution period. The 

amount of income equalisation is either the actual amount of income included in the issue 

price of that share or is calculated by dividing the aggregate of the amounts of income 

included in the price of shares issued or sold to shareholders in an annual or interim 

distribution period by the number of those shares and applying the resultant average to each 

of the shares in question. 

 

42.  Winding up of the Company or a Sub-Fund of the Company 

 

The Company shall not be wound up except as an unregistered company under Part V of the 

Insolvency Act 1986 or, if solvent, under the FSA Regulations. A Sub-Fund may only be 

wound up under the FSA Regulations. Where the Company or a Sub-Fund is to be wound up 

under the FSA Regulations, such winding up may only be commenced following approval by 

the FSA. The FSA may only give such approval if the ACD provides a statement (following an 

investigation into the affairs of the Company) either that that Company will be able to meet 

its liabilities within 12 months of the date of the statement or that the Company will be 

unable to do so. The Company may not be wound up under the FSA Regulations if there is a 

vacancy in the position of ACD at the relevant time.  

 

The Company or a Sub-Fund may be wound up under the FSA Regulations if: 

 

 an extraordinary resolution to that effect is passed by shareholders; or 

 the period (if any) fixed for the duration of that Company or a particular Sub-Fund by the 

Instrument of Incorporation expires, or an event (if any) occurs on the occurrence of 

which the Instrument of Incorporation provides that the Company or a particular Sub- 

Fund is to be wound up (for example, if in relation to any Sub-Fund the Net Asset Value of 

the Sub-Fund is less than £1,000,000, or if a change in the laws or regulations of any 

country means that, in the ACD‟s opinion, it is desirable to terminate the Sub-Fund); or 

 on the effective date stated in an agreement by the FSA in response to a request from the 

ACD for the revocation of the authorisation order in respect of the Company or for the 

termination of the Sub-Fund; 

 

On the occurrence of any of the above: 

 

 the FSA Regulations relating to valuation and pricing and investment and borrowing 

powers will cease to apply to the Company or the Sub-Fund; 

 The Company will cease to issue and cancel Shares in the Company or the Sub-Fund and 

the ACD shall cease to buy or sell Shares or arrange for the Company to issue or cancel 

them for the Company or the Sub-Fund; 

 No transfer of a Share shall be registered and no other change to the register shall be 

made without the sanction of the ACD; 

 Where the Company is being wound up, the Company shall cease to carry on its business 

except in so far as it is beneficial for the winding up of the Company; 

 The corporate status and powers of the Company and, subject to the provisions above, 

the powers of the ACD shall remain until the Company is dissolved. 
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The ACD shall, as soon as practicable after the Company or the Sub-Fund falls to be wound 

up, realise the assets and meet the liabilities of the Company or the Sub-Fund and, after 

paying out or retaining adequate provision for all liabilities properly payable and retaining 

provision for the costs of winding up, arrange for the Depositary to make one or more interim 

distributions out of the proceeds remaining (if any) to shareholders proportionately to their 

rights to participate in the Scheme Property of the Company or the Sub-Fund. When the ACD 

has caused all of the Scheme Property to be realised and all of the liabilities of the Company 

or the Sub-Fund to be realised, the ACD shall arrange for the Depositary to make a final 

distribution to shareholders (if any Scheme Property remains to be distributed) on or prior to 

the date on which the final account is sent to shareholders of any balance remaining in 

proportion to their holdings in the Company or the Sub-Fund. As soon as reasonably 

practicable after completion of the winding up of the Company or the Sub-Fund, the ACD shall 

notify the FSA.  

 

On completion of a winding up of the Company, the Company will be dissolved and any 

money (including unclaimed distributions) standing to the account of the Company, will be 

paid into court within one month of dissolution. Following the completion of the winding up of 

the Company, the ACD shall notify the Registrar of Companies and shall notify the FSA that it 

has done so. Following the completion of a winding up of either the Company or a Sub-Fund, 

the ACD must prepare a final account showing how the winding up took place and how the 

Scheme Property was distributed. The auditors of the Company shall make a report in respect 

of the final account stating their opinion as to whether the final account has been properly 

prepared. This final account and the auditors‟ report must be sent to the FSA, to each 

shareholder and, in the case of the winding up of the Company, to the Registrar of Companies 

within two months of the termination of the winding up. As the Company is an umbrella 

scheme any liabilities attributable or allocated to a Sub-Fund under the FSA Regulations shall 

be met first out of the Scheme Property attributable or allocated to that Sub-Fund. If the 

liabilities of a Sub-Fund are greater than the proceeds of the realisation of the Scheme 

Property attributable or allocated to the Sub-Fund, the deficit shall be met out of the Scheme 

Property attributable or allocated to Sub-Funds in respect of which the proceeds of realisation 

exceed liabilities and will be divided between the Sub-Funds in a manner which is fair to 

shareholders in those Sub-Funds. 

 

43.  General information 

 

Accounting periods and Income Allocations 

 

The ACD will, within four months after the end of each annual accounting period ending on 31 

March and two months after the end of each half-yearly accounting period ending on 30 

September respectively, send a short report to each shareholder (or the first named 

shareholder) entered on the register. Long form report and accounts for each period will also 

be available, free of charge, on request. The amount of income available for allocation in any 

accounting period is calculated by taking the aggregate of the income received or receivable 

for the account of the relevant Sub-Fund in respect of that period, and deducting the charges 

and expenses of the relevant Sub-Fund paid or payable out of income in respect of that 

accounting period. The ACD then makes such other adjustments as it considers appropriate 

(and after consulting the Auditor as appropriate) in relation to taxation, income equalisation, 

income unlikely to be received within 12 months following the relevant income allocation 

date, income which should not be accounted for on an accrual basis because of lack of 

information as to how it accrues, transfers between the income and capital account and any 

other adjustments which the ACD considers appropriate after consulting the Auditor. The 



 

 
 

 
15077920.3  
 

44 

amount of income allocated to accumulation shares becomes part of the capital property.  

Allocation statements and tax vouchers will be sent to holders of accumulation shares. 

 

Any income distributions which remain unclaimed for a period of six years after having 

become due for payment shall be forfeited and revert to the Company. 

 

Documents of the Company 

 

The following documents may be inspected free of charge between 9.00am and 5.00pm on 

each Business Day at the offices of the ACD at 2nd Floor, Springfield Lodge, Colchester Road, 

Chelmsford, CM2 5PW: 

 

 The most recent annual and interim reports of the Company;  

 The Instrument of Incorporation (and any amending instrument of incorporation); and 

 This Prospectus for the Company and Sub-Funds and the Simplified Prospectus for each 

 Sub-Fund. 

 

The ACD may make a charge at its discretion for copies of documents, except for copies of 

long form accounts and the Prospectus and Simplified Prospectus which can be obtained free 

of charge. 

 

Provision of Investment Advice 

 

All information concerning the Company and about investing in Shares of the Company is 

available from the ACD at the address in the Directory of this Prospectus. The ACD is not 

authorised to give investment advice and persons requiring such advice should consult an 

independent financial adviser. All applications for Shares are made solely on the basis of the 

current Prospectus of the Company, and investors should ensure that they have the most up 

to date version. 

 

Telephone Recordings 

 

Please note that the ACD may record telephone calls for training and monitoring purposes. 

 

Complaints 

 

If you have a complaint you should write to the Administration Centre, at 2nd Floor, 

Springfield Lodge, Colchester Road, Chelmsford. CM2 5PW, United Kingdom. If your complaint 

is not resolved by us to your satisfaction, you may be entitled to refer it to the Financial 

Ombudsman Service at South Quay Plaza, 183 Marsh Wall, London E14 9SR, UK. We will 

inform you of your rights when answering your complaint. A summary of our internal process 

for dealing with complaints is available upon request. The Financial Services Compensation 

Scheme offers compensation when an authorised firm is unable to pay claims against it, 

usually because the firm has gone out of business. Phoenix Fund Services (UK) Ltd is covered 

by the Financial Services Compensation Scheme. You may be entitled to compensation from 

the scheme if we cannot meet our obligations. Most types of investment business are covered 

by 100% of the first £30,000 and 90% of the next £20,000, so the maximum compensation is 

£48,000. Details of the Scheme are included in a leaflet that you can request from us. Further 

information is available from the Financial Services Authority and the Financial Services 

Compensation Scheme. 
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Risk Management 

 

The ACD will provide upon the request of a shareholder further information relating to: 

 

(a) the quantitative limits applying in the risk management of the Company; 

(b) the methods used in relation to (a) above; 

(c) any recent development of the risk and yields of the main categories of investment. 

 

Client classification 

 

According to FSA Conduct of Business rules the ACD may classify investors either as retail 

clients or professional clients. Retail clients that are not individuals, or individuals that 

represent entities, may not necessarily have rights under the Financial Ombudsman Service 

or the Financial Services Compensation Scheme. 

 

Appropriateness 

 

The ACD is not required to assess the suitability of the investment or service provided or 

offered and, as a result, the investors will not benefit from the protection of the FSA Rules on 

assessing suitability. Therefore, the ACD will not assess whether:- 

(i) the investment or service meets the investors‟ investment objectives; 

(ii) the investor is able financially to bear the risk of any loss that the investment or service 

may cause; and 

(iii) the investor has the necessary knowledge and experience to understand the risks 

involved. 

 

Best Execution 

 

When dealing in securities within the Sub-Funds, the ACD and/or Investment Adviser will 

endeavour to achieve the best result. The Investment Advisers will review the arrangements 

that they have in place with counterparties from time to time to assess their ability to provide 

“best execution” of such dealing on a consistent basis. A variety of factors will be considered 

to ensure that the best possible result is achieved. These include, but will not be limited to, 

price, cost, size of order, nature of order and speed and likelihood of execution and 

settlement. Where the ACD or Investment Adviser considers these are not met on a 

consistent basis they will cease placing orders with that counterparty. Details of the 

Investment Advisers‟ best execution arrangements are included in their trade execution policy 

which is available upon request from the ACD. 

 

Use of Dealing Commission Arrangements 

 

The level of equity securities trading on relevant Sub-Funds is determined by portfolio 

management decisions and the main impact on the relevant Sub-Funds from this trading is 

the buying and selling values of trades. It is the Investment Advisor‟s intention that buying 

and selling values of securities always meet current best execution regulations. Commissions 

are paid to brokers for these trades. The Company will not enter into any Dealing Commission 

arrangements. 

 

Data Protection Act 

 

The ACD will use, analyse and assess information held about investors in servicing its 

relationship with them and in providing them with information.  
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European Savings Directive 

 

The EU Council Directive 2003/048/EC on taxation of savings income (the “Directive”) came 

into force on 1 July 2005. Member States of the European Union (“Member States”) are 

required to provide to the tax authorities of other Member States details of payments of 

interest and other similar income paid by a person who is a “paying agent” to an individual 

(or certain entities) resident in another Member State. Austria, Belgium and Luxembourg will 

apply a withholding tax for a transitional period, unless during such period they elect 

otherwise. For a collective investment scheme income may include distributions or dividends 

whether paid or accumulated, together with income arising as a result of the sale or 

redemption of shares. Investors resident in prescribed territories outside of the EU may also 

be included in the exchange of information. Information on these territories can be obtained 

from HM Revenue & Customs or your professional adviser.  

 

Direct debit guarantee  

 

The guarantee is offered by all banks and building societies that take part in the direct debit 

scheme. The efficiency and security of the scheme is monitored and protected by your own 

bank or building society. If the amounts to be paid or the payment date changes, we will 

notify you within 10 working days in advance of your account being debited or as otherwise 

agreed. If an error is made by us or your bank or building society, you are guaranteed a full 

and immediate refund from your branch of the amount paid. You can cancel a direct debit at 

any time by writing to your bank or building society. 
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APPENDIX 1 

Investment objectives, policies and other details of the Company 

 

Investment of the assets of each of the Sub-Funds of the Company must comply with the FSA 

Regulations and its own investment objective and policy. Details of the Sub-Funds‟ 

investment objectives and policies are set out in each Sub-Fund Appendix with other 

information, including available Share Classes, charges, minimum investment levels and 

distribution dates. The property of each Sub-Fund of the Company will be invested with the 

aim of achieving the investment objective of that Sub-Fund as contained in the relevant Sub-

Fund Appendix.  

 

A detailed statement of the investment and borrowing restrictions applicable to the Company 

is set out below. These restrictions apply to each Sub-Fund separately. Please refer to the 

individual Sub-Fund Appendices (Appendices 4 and 5) for specific Sub-Fund 

additional restrictions. 

 

A list of eligible markets on which the Sub-Funds may invest is contained in Appendix 2. 

 

Important note: Please remember that the value of investments and the income from them 

can go down as well as up (this may partly be the result of exchange rate fluctuations in 

investments which have an exposure to foreign currencies) and investors may not get back 

the full amount invested. Past performance is not necessarily a guide to the future and cannot 

provide a guarantee of the future returns of a Sub-Fund. Investment returns may be affected 

by changes in the basis of taxation. 
 

Investment and borrowing powers of the Company 

 

1 General rules of investment 

 

1.1 The property of the Company will be invested with the aim of achieving the investment 

objective of each Sub-Fund but subject to the limits on investment set out in Chapter 5 

of the FSA Regulations (COLL 5.2) that are applicable to a UCITS Scheme. 

 

1.2 The investment policy of a Sub-Fund may mean that at times, where it is considered 

appropriate, the property of a Sub-Fund will not be fully invested and that prudent 

levels of liquidity will be maintained. 

 

1.3 The ACD must ensure that, taking account of the investment objectives and policy of a 

Sub-Fund, the property of a Sub-Fund aims to provide a prudent spread of risk. 

 

1.4 Treatment of obligations 

 

(a) Where the FSA Regulations allow a transaction to be entered into or an 

investment to be retained only if possible obligations arising out of the 

investment transactions or out of the retention would not cause any breach of 

any limits in COLL 5 (for example, investment nil and partly paid securities 

and the general power to accept or underwrite), it must be assumed that the 

maximum possible liability of a Sub-Fund under any other of those rules has 

also to be provided for. 

(b) Where a rule in the FSA Regulations permits an investment transaction to be 

entered into or an investment to be retained only if that investment 

transactions, or the retention, or other similar transactions, are covered: 
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 it must be assumed that in applying any of those rules, a Sub-

Fund must also simultaneously satisfy any other obligation 

relating to cover; and 

 no element of cover must be used more than once. 

 

1.5 Transferable Securities 

 

(a) A transferable security is an investment which is a share, a debenture, a 

government and public security, a warrant, or a certificate representing certain 

securities.  

(b) An investment is not a transferable security if the title to it cannot be 

transferred, or can be transferred only with the consent of a third party. 

(c) In applying paragraph (b) to an investment which is issued by a body 

corporate, and which is a share or a debenture, the need for any consent on 

the part of the body corporate or any members or debenture holders of it may 

be ignored. 

(d) An investment is not a transferable security unless the liability of the holder of 

it to contribute to the debts of the issuer is limited to any amount for the time 

being unpaid by the holder of it in respect of the investment. 

(e) A unit in a closed end fund shall be taken to be a transferable security  for the 

purposes of investment by a UCITS scheme , provided it fulfils the criteria for 

transferable securities  set out in COLL 5.2.7A R, and either:  

(1) where the closed end fund is constituted as an investment company or a 

unit trust:  

(a) it is subject to corporate governance mechanisms applied to companies; 

and  

(b) where another person  carries out asset management activity on its behalf, 

that person  is subject to national regulation for the purpose of investor 

protection; or  

(2) where the closed end fund is constituted under the law of contract:  

(a) it is subject to corporate governance mechanisms equivalent to those 

applied to companies; and  

(b) it is managed by a person  who is subject to national regulation for the 

purpose of investor protection. 

 

2 UCITS Schemes ï general 

 

2.1 The Scheme Property of a Sub-Fund must, except where otherwise provided in the 

COLL Sourcebook, only consist of any or all of: 

(a) transferable securities; 

(b) approved money market instruments; 

(c) permitted deposits; 

(d) permitted units in collective investment schemes; 

(e) permitted derivatives and forward transactions; 

 

The Fund will not invest in movable and immovable property for the direct pursuit of its 

business. 

 

2.2 A Sub-Fund may invest in a transferable security only to the extent that the 

transferable security fulfils the following criteria: 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/T?definition=G1186
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1204
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/T?definition=G1186
http://fsahandbook.info/FSA/html/handbook/COLL/5/2#DES588
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/P?definition=G869
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/P?definition=G869
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/P?definition=G869
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(a) the potential loss which the Sub-Fund may incur with respect to holding the 

transferable security is limited to the amount paid for it;  

(b) its liquidity does not compromise the ability of the ACD to comply with its 

obligation to redeem units at the request of any qualifying shareholder;  

(c) reliable valuation is available for it as follows:  

(i) in the case of a transferable security admitted to or dealt in on an 

eligible market, where there are accurate, reliable and regular prices 

which are either market prices or prices made available by valuation 

systems independent from issuers;  

(ii) in the case of a transferable security not admitted to or dealt in on an 

eligible market, where there is a valuation on a periodic basis which is 

derived from information from the issuer of the transferable security or 

from competent investment research;  

(d) appropriate information is available for it as follows:  

(i) in the case of a transferable security admitted to or dealt in on an 

eligible market, where there is regular, accurate and comprehensive 

information available to the market on the transferable security or, 

where relevant, on the portfolio of the transferable security;  

(ii) in the case of a transferable security not admitted to or dealt in on an 

eligible market, where there is regular and accurate information 

available to the authorised fund manager on the transferable security or, 

where relevant, on the portfolio of the transferable security;  

(e) it is negotiable; and  

(f) its risks are adequately captured by the risk management process of the ACD. 

Unless there is information available to the ACD that would lead to a different 

determination, a transferable security which is admitted to or dealt in on an eligible 

market shall be presumed not to compromise the ability of the ACD to comply with its 

obligation to redeem units at the request of any qualifying shareholder and to be 

negotiable. 

 

2.3 Transferable securities and approved money market instruments held within a Sub-

Fund must be: 

(a) admitted to or dealt in on an eligible market within paragraph 3.3(a) or 3.4 or 

dealt in on an eligible market within paragraph 3.3(b), recently issued 

transferable securities (provided that the terms of issue include an undertaking 

that application will be made to be admitted to an eligible market and such 

admission is secured within a year of issue), or approved money-market 

instruments not admitted to or dealt in on an eligible market which satisfy the 

requirements of paragraph 8.3; 

(b) Not more than 10% in value of the Scheme Property of a Sub-Fund is to consist 

of transferable securities and approved money market instruments that do not 

fall within sub-paragraph (a) above. 

 

2.4 The requirements on spread and investment in Transferable Securities does not apply 

until the expiry of a period of six months after the date of which the authorisation 

order of the Company takes effect (or on which any initial offer period commenced, if 

later) provided that the requirement to maintain prudent spread of risk in paragraph 

1.3 is complied with during such period. 
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2.5 Each Sub-Fund may invest in units of other collective investment schemes, deposits or 

derivatives, or replicate an index subject to each Sub-Fund‟s Appendix. Such 

investments are to be made in accordance with the FSA Regulations.  

 

3 Eligible markets regime: purpose 

 

3.1 To protect investors the markets on which investments of a Sub-Fund are dealt in or 

traded on should be of an adequate quality (“eligible”) at the time of acquisition of the 

investment and until it is sold. 

 

3.2 Where a market ceases to be eligible, investments on that market cease to be 

approved securities.  The 10% restriction on investing in non approved securities 

applies and exceeding this limit because a market ceases to be eligible will generally 

be regarded as an inadvertent breach. 

 

3.3 A market is eligible for the purposes of the rules if it is: 

(a) a regulated market; or 

(b) a market in an EEA State which is regulated, operates regularly and is open to 

the public. 

 

3.4 A market not falling within paragraph 3.3 is eligible for the purposes of Chapter 5 of 

the FSA Regulations if: 

(a) the ACD, after consultation with and notification to the Depositary decides that 

market is appropriate for investment of, or dealing in, the Scheme Property; 

(b) the market is included in a list in the prospectus; and 

(c) the Depositary has taken reasonable care to determine that: 

(i) adequate custody arrangements can be provided for the investment 

dealt in on that market; and 

(ii) all reasonable steps have been taken by the ACD in deciding whether 

that market is eligible.   

 

3.5 In paragraph 3.4(a) a market must not be considered appropriate unless it is 

regulated, operates regularly, is recognised as a market or exchange or as a self-

regulating organisation by an overseas regulator, is open to the public, is adequately 

liquid and has adequate arrangements for unimpeded transmission of income and 

capital to or for the order of investors. 

 

3.6 The eligible markets for each Sub-Fund are set out in Appendix 2. 

 

4 Spread: General 

 

4.1 This paragraph 4 on spread does not apply to government and public securities (refer 

to paragraph 5). 

 

4.2 Not more than 20% in value of the Scheme Property is to consist of deposits with a 

single body. 

 

4.3 Not more than 5% in value of the Scheme Property is to consist of transferable 

securities or approved money market instruments issued by any single body. 
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4.4 In applying paragraph 4.3, the limit of 5% is raised to 10% in respect of up to 40% in 

value of the property of each Sub-Fund.  Covered bonds need not be taken into 

account for the purpose of applying the limit of 40%. 

 

4.5 The limit of 5% in 4.3 is raised to 25% in value of the Scheme Property in respect of 

covered bonds, provided that when the Sub-Fund invests more than 5% in covered 

bonds issued by a single body, the total value of covered bonds held must not exceed 

80% in value of the Sub-Fund.  

 

4.6 In applying paragraph 4.3, 4.4 and 4.5 certificates representing certain securities are 

treated as equivalent to the underlying security. 

 

4.7 The exposure to any one counterparty in an OTC derivative transaction must not 

exceed 5% in value of the Scheme Property; this limit being raised to 10% where the 

counterparty is an approved bank (as defined in the COLL Sourcebook). 

 

4.8 Not more than 10% in value of Scheme Property is to consist of units of any one 

collective investment scheme. 

 

4.9 For the purpose of calculating the limit in paragraph 4.7 and 4.14, the exposure in 

respect of an OTC derivative may be reduced to the extent that collateral is held in 

respect of it if the collateral meets each of the conditions specified in paragraph 4.10 

 

4.10 The conditions referred to in paragraph 4.9 are that the collateral:  

(a) is marked-to-market on a daily basis and exceeds the value of the amount at 

risk;  

(b) is exposed only to negligible risks (e.g. government bonds of first credit rating 

or cash) and is liquid;  

(c) is held by a third party custodian not related to the provider or is legally 

secured from the consequences of a failure of a related party; and 

(d) can be fully enforced by the Company at any time. 

 

4.11 For the purpose of calculating the limit in paragraph 4.7 and 4.9 OTC derivative 

positions with the same counterparty may be netted provided that the netting 

procedures: 

(a) comply with the conditions set out in Section 3 (Contractual netting (Contracts 

for novation and other netting agreements)) of Annex III to the Banking 

Consolidation Directive; and 

(b) are based on legally binding agreements. 

 

4.12 In applying paragraph 4, all derivatives transactions are deemed to be free of 

counterparty risk if they are performed on an exchange where the clearing house 

meets each of the following conditions: 

(a) it is backed by an appropriate performance guarantee; and  

(b) it is characterised by a daily mark-to-market valuation of the derivative 

positions and an at least daily margining.  

 

4.13 Not more than 20% in value of the property of each Sub-Fund is to consist of 

transferable securities and approved money market instruments issued by the same 

group. 



 

 
 

 
15077920.3  
 

52 

4.14 In applying the limits in 4.2, 4.3, 4.4, 4.6 and 4.7, and subject to 4.5, not more than 

20% in value of the property of the Sub-Fund is to consist of any combination of two 

or more of the following: 

 (a)  transferable securities or approved money-market instruments issued by; or 

 (b) deposits made with; or  

 (c)   exposures from OTC derivatives transactions made with; 

 a single body. 

 

5 Spread: Government and public securities 

 

5.1 With regard to government and public securities (“Public Securities”) the following 

restrictions apply. 

 

5.2 No more than 35% in value of the Scheme Property of a Sub-Fund is invested in Public 

Securities issued by any one body. Subject to this restriction, there is no limit on the 

amount which may be invested in Public Securities or in Public Securities issued by any 

one issuer or of any one issue. 

 

5.3 In relation to Public Securities: 

(a) Issue, issued and issuer include guarantee, guaranteed and guarantor; and 

(b) An issue differs from another if there is a difference as to repayment date, 

guarantor or other material terms of the issue. 

 

5.4 Notwithstanding paragraph 4.1, and subject to paragraph 5.2, in applying the 20% 

limit in paragraph 4.14 with respect to a single body, Public Securities issued by that 

body shall be taken into account. 

 

6 Investment in collective investment schemes 

 

6.1 A Sub-Fund may invest up to 10% in units of a Second Collective Investment Scheme 

provided that such investment is permitted under each of paragraphs 6.2 to 6.5 and 

provided that no more than 10% of the value of the Sub-Fund is invested in Second 

Collective Investment Schemes within paragraph 6.2(b) to (e).  

 

6.2 The Second Collective Investment Scheme is a scheme which: 

(a) complies with the conditions necessary for it to enjoy the rights conferred by 

the UCITS Directive; or 

(b) is a Non UCITS Retail Scheme (“NURS”) (provided the requirements of article 

19(1)(e) of the UCITS Directive are met);; or 

(c) is recognised under the provisions of section 270 of the Act (Schemes 

authorised in designated countries or territories); 

(d) is authorised in another EEA state (provided the requirements of article 

19(1)(e) of the UCITS Directive are met); or 

(e) is authorised by the competent authority of an OECD member country (other 

than an EEA State) which has signed the IOSCO Multilateral Memorandum of 

Understanding and approved the scheme‟s management company, rules and 

depositary/custody arrangements (provided the requirements of article 

19(1)(e) of the UCITS Directive are met).   

 

6.3  The Second Collective Investment Scheme must comply, where relevant, with COLL 

5.2.15R (Investment in associated collective investment schemes) and COLL 5.2.16R 

(Investment in other group schemes). 
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6.4 The Second Collective Investment Scheme must have terms that prohibit it from 

having more than 10% in value of its property consisting of units in collective 

investment schemes. 

 

6.5 Where the Second Collective Investment Scheme is an umbrella, the provisions in 

paragraphs 6.3 and 6.4 and in paragraph 4 apply to each sub-fund as if it were a 

separate collective investment scheme. 

 

6.6 In accordance with COLL 5.2.15R of the FSA Regulations (Investment in associated 

collective investment schemes) each of the Sub-Funds may include units in a Second 

Collective Investment Scheme managed or operated by the ACD or an associate of the 

ACD (an “Associated Scheme”), provided the conditions in paragraph 6.7 are complied 

with. 

 

6.7 A Sub-Fund must not invest in or dispose of units in an Associated Collective 

Investment Scheme unless: 

(a) there is no charge in respect of the investment in or the disposal of units in the 

Second Collective Investment Scheme; or  

(b) the ACD is under a duty to pay the Sub-Fund by the close of business on the 

fourth business day following the date of the agreement to invest or dispose 

the amount referred to in paragraphs 6.8(i) and (ii) below. 

 

(i) Where an investment is made, the amount referred to in paragraph 6.8(b) is 

either:  

(A) any amount by which the consideration paid by the Sub-Fund for the 

units in the Associated Collective Investment Scheme exceeds the price 

that would have been paid for the benefit of the Associated Collective 

Investment Scheme had the units been newly issued or sold by it; or  

(B) if such price cannot be ascertained by the ACD, the maximum amount of 

any charge permitted to be made by the seller of units in the Second 

Collective Investment Scheme; 

(ii) Where a disposal is made, the amount referred to in paragraph 6.8(b) is the 

amount of any charge made for the account of the authorised fund manager or 

operator of the Associated Collective Investment Scheme or an associate of any 

of them in respect of the disposal. 

 

6.8 In paragraph 6.7: 

(a) any addition to or deduction from the consideration paid on the acquisition or 

disposal of units in the Associated Collective Investment Scheme, which is 

applied for the benefit of the Associated Collective Investment Scheme and is, 

or is like, a dilution levy or SDRT provision, is to be treated as part of the price 

of the units and not as part of any charge; and 

(b) any switching charge made in respect of an exchange of units in one sub-fund 

or separate part of the Associated Collective Investment Scheme for units in 

another sub-fund or separate part of that collective investment scheme is to be 

included as part of the consideration paid for the units.  

 

6.9 No Sub-Fund may invest in another Sub-Fund of the Company.  
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7 Investment in nil and partly paid securities 

 

7.1 A transferable security or an approved money market instrument on which any sum is 

unpaid falls within a power of investment only if it is reasonably foreseeable that the 

amount of any existing and potential call for any sum unpaid could be paid by the Sub-

Fund, at the time when payment is required, without contravening the rules in COLL 5. 

 

8 Investment in approved money market instruments  

 

8.1 A Sub-Fund may invest in approved money market instruments, which are those 

normally dealt in on the money market, that are liquid and whose value can be 

accurately determined at any time.   

 

8.2 For the purposes of 8.1: 

i. a money market instrument shall be regarded as normally dealt in on 

the money market if it: 

1. has a maturity at issuance of up to and including 397 days; 

2. has a residual maturity of up to and including 397 days; 

3. undergoes regular yield adjustments in line with money market 

conditions at least every 397 days; or 

4. has a risk profile, including credit and interest rate risks, 

corresponding to that of an instrument which has a maturity as 

set out in paragraph 8.2(i) or (ii) or is subject to yield 

adjustments as set out in paragraph 8.2(iii). 

ii. a money market instrument shall be regarded as liquid if it can be sold 

at limited cost in an adequately short time frame, taking into account the 

obligation of the ACD to redeem units at the request of any qualifying 

unitholder; and 

iii. a money market instrument shall be regarded as having a value which 

can be accurately determined at any time if accurate and reliable valuations 

systems, which fulfil the following criteria, are available: 

1. enabling the ACD to calculate a net asset value in accordance 

with the value at which the instrument held in the portfolio could 

be exchanged between knowledgeable willing parties in an arm‟s 

length transaction; and 

2. based either on market data or on valuation models including 

systems based on amortised costs. 

A money market instrument that is normally dealt in on the money market and is 

admitted to or dealt in on an eligible market shall be presumed to be liquid and have a 

value which can be accurately determined at any time unless there is information 

available to the ACD that would lead to a different determination. 

 

8.3 A Sub-Fund may invest in an approved money market instrument that is not admitted 

to or dealt in on an eligible market, provided it fulfils the following requirements:  

(a) the issue or the issuer is regulated for the purpose of protecting investors and 

savings;  

(b) the instrument is issued or guaranteed by a central authority of an EEA State 

or, if the EEA State is a federal state, one of the members making up the 

federation, a regional or local authority of an EEA State, the European Central 

Bank or a central bank of an EEA State, the European Union or the European 

Investment Bank, a non-EEA State or, in the case of a federal state, by one of 
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the members making up the federation, or a public international body to which 

one or more EEA States belong; or  

(c) issued by a body, any securities of which are dealt in on an eligible market; or  

(d) issued or guaranteed by an establishment which is: 

(i) subject to prudential supervision in accordance with criteria defined by 

Community law; or  

(ii) subject to and complies with prudential rules considered by the FSA to 

be at least as stringent as those laid down by Community law. An 

establishment shall be considered to satisfy this requirement if it is 

subject to and complies with prudential rules, and fulfils one or more of 

the following criteria: it is located in the European Economic Area, it is 

located in an OECD country belonging to the Group of Ten, it has at least 

investment grade rating, or on the basis of an in-depth analysis of the 

issuer, it can be demonstrated that the prudential rules applicable to that 

issuer are at least as stringent as those laid down by Community law. 

 

9 Investment in deposits 

 

9.1 A Sub-Fund may invest in deposits only with an Approved Bank (as defined in or for 

the purposes of the FSA Regulations) and which are repayable on demand or have the 

right to be withdrawn, and maturing in no more than 12 months. 

 

10 Derivatives 

 

Under the FSA Regulations, a UCITS Scheme is permitted to use derivatives for investment 

purposes and derivative transactions may be used for the purposes of hedging or meeting the 

investment objectives or both.  Where expressly permitted in the Appendix for a 

particular Sub-Fund, the ACD may use that Sub-Fundôs Scheme Property to invest in 

derivatives and forward currency transactions under the FSA Regulations for 

purposes other than efficient portfolio management (see paragraph 18 below) 

 

10.1 A transaction in derivatives or a forward transaction must not be effected for a Sub-

Fund unless the transaction is:  

(a) of a kind specified in paragraph 10.3 below; and  

(b) covered, as required by COLL 5.3.3R of the FSA Regulations.  

Where a Sub-Fund invests in derivatives, the exposure to the underlying assets must 

not exceed the limits in paragraph 4 (Spread: General) and paragraph 5 (Spread: 

government and public securities).   Where a transferable security or money-market 

instrument embeds a derivative, this must be taken into account for the purposes of 

calculating any limit in this paragraph.  

 

10.2 A transaction in a derivative must be either in an “approved derivative” (i.e.  a 

derivative which is traded or dealt in on an eligible derivatives market) or one which 

complies with paragraph 10.6, and in either case, the underlying must consist of any 

one or more of the following to which the Sub-Fund is dedicated: 

(a) transferable securities admitted to or dealt in on an eligible market within 

paragraph 3.3(a) or 3.4 or dealt in on an eligible market within paragraph 

3.3(b) or recently issued transferable securities (provided that the terms of 

issue include an undertaking that application will be made to be admitted to an 

eligible market and such admission is secured within a year of issue);  

(b) approved money-market instruments admitted to or dealt in on an eligible 

market within paragraph 3.3(a) or 3.4 or dealt in on an eligible market within 
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paragraph 3.3(b) or approved money-market instruments not admitted to or 

dealt in on an eligible market which satisfy the requirements of paragraph 8.3;  

(c) deposits permitted under paragraph 9.1;  

(d) derivatives permitted under paragraph 10.3;  

(e) collective investment scheme units permitted under paragraph 6;  

(f) financial indices (which satisfy the criteria set out in COLL 5.2.20AR of the FSA 

Regulations);  

(g) interest rates;  

(h) foreign exchange rates; or  

(i) currencies.  

 

A transaction in an approved derivative must be effected on or under the rules of an 

eligible derivatives market.  The eligible derivatives markets for each Sub-Fund are set 

out in Appendix 2. 

 

A transaction in a derivative must not cause a Sub-Fund to diverge from its investment 

objectives as stated in the instrument constituting the scheme and the most recently 

published prospectus.  

 

A transaction in a derivative must not be effected if the intended effect is to create the 

potential for an uncovered sale of:  

(i) transferable securities;  

(ii) approved money-market instruments;  

(iii) units in collective investment schemes; or  

(iv) derivatives.  

A sale is not to be regarded as uncovered if the conditions in COLL 5.2.22R(3) are 

satisfied. 

 

Any forward transaction must be made with an eligible institution or an approved 

bank. The ACD must ensure compliance with COLL 5.3.6R (Continuing nature of limits 

and requirements) of the FSA Regulations.  

 

A Sub-Fund may not undertake transactions in derivatives on commodities.  

 

10.3 A derivative or forward transaction which will or could lead to the delivery of property 

for the account of a Sub-Fund may be entered into only if:  

(1) that property can be held for the account of the Sub-Fund; and  

(2) the ACD having taken reasonable care determines that delivery of the property 

under the transaction will not occur or will not lead to a breach of the FSA 

Regulations.  

 

10.4 No agreement by or on behalf of a Sub-Fund to dispose of property or rights may be 

made unless:  

(a) the obligation to make the disposal and any other similar obligation could 

immediately be honoured by the Sub-Fund by delivery of property or the 

assignment of rights; and  

(b) the property and rights at (a) are owned by the Sub-Fund at the time of the 

agreement.  

The above requirement does not apply to a deposit or where:  

(i) the risks of the underlying financial instrument of a derivative can be 

appropriately represented by another financial instrument and the underlying 

financial instrument is highly liquid; or  
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(ii) the ACD or the Depositary has the right to settle the derivative in cash, and 

cover exists within the scheme property which falls within one of the following 

asset classes:  

(A) cash;  

(B) liquid debt instruments (e.g. government bonds of first credit rating) 

with appropriate safeguards; or  

(C) other highly liquid assets having regard to their correlation with the 

underlying of the financial derivative instruments, subject to appropriate 

safeguards (e.g. haircuts where relevant).  

For these purposes, an asset may be considered as liquid where the instrument can be 

converted into cash in no more than seven business days at a price closely 

corresponding to the current valuation of the financial instrument on its own market. 

 

10.5 A transaction in an OTC derivative must be:  

(1) with an approved counterparty; a counterparty to a transaction in derivatives is 

approved only if the counterparty is:  

(a) an eligible institution or an approved bank; or  

(b) a person whose permission (including any requirements or limitations), 

as published in the FSA Register, or whose Home State authorisation, 

permits it to enter into the transaction as principal off-exchange;  

(2) on approved terms; the terms of the transaction in derivatives are approved 

only if the ACD, 

(a)     carries out, at least daily a reliable and verifiable valuation in respect 

of that transaction corresponding to its fair value and which does not 
rely only on market quotations by the counterparty; and  

(b)    can enter into one or more further transactions to sell, liquidate or 

close out that transactions at any time, at its fair value  

  

(3)    capable of reliable valuation; a transaction in derivatives is capable of reliable 

valuation only if the ACD having taken reasonable care determines that, 

throughout the life of the derivative (if the transaction is entered into), it will be 

able to value the investment concerned with reasonable accuracy:  

(a) on the basis of an up-to-date market value which the ACD and the 

Depositary have agreed is reliable; or  

(b) if the value referred to in (a) is not available, on the basis of a pricing 

model which the ACD and the Depositary have agreed uses an adequate 

recognised methodology; and  

(4) subject to verifiable valuation; a transaction in derivatives is subject to 

verifiable valuation only if, throughout the life of the derivative (if the 

transaction is entered into) verification of the valuation is carried out by: 

(a) an appropriate third party which is independent from the counterparty of 

the derivative, at an adequate frequency and in such a way that the ACD 

is able to check it; or  

(b) a department within the ACD which is independent from the department 

in charge of managing the scheme property and which is adequately 

equipped for such a purpose. 

 

10.6 The ACD must use a risk management process enabling it to monitor and measure as 

frequently as appropriate the risk associated with a Sub-Fund's positions and their 

contribution to the overall risk profile of the scheme. 

 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/S?definition=G1063
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G165
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10.7   A transaction in derivatives or forward transactions is to be entered into only if the 

maximum exposure, in terms of the principal or notional principal created by the 

transaction to which the scheme is or may be committed by another person is covered 

globally under 10.7.1.  

10.7.1 Exposure is covered globally if adequate cover from within the scheme property 

for the Fund is available to meet its total exposure, taking into account the 

initial outlay, the value of the underlying assets, any reasonably foreseeable 

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

positions.  

10.7.2 Cash not yet received into the scheme property of the Fund, but due to be 

received within one month, is available as cover for the purposes of 10.7.1.  

10.7.3 Property the subject of a stock lending transaction is only available for cover if 

the ACD has taken reasonable care to determine that it is obtainable (by return 

or re-acquisition) in time to meet the obligation for which cover is required.  

10.7.4 The global exposure relating to derivatives held in the Fund may not exceed the 
net value of its scheme property.  

10.8    A transaction in a derivative must not be entered into if the intended effect is to create 

the potential for an uncovered sale of one or more transferable securities, approved 

money-market instruments, units in collective investment schemes or derivatives 

provided that a sale is not to be considered as uncovered if the conditions in COLL 

5.2.22R(3) (Requirement to cover sales) are satisfied.  

 

10.9 The aim of generating additional income allows the ACD to write call options on existing 

assets where it considers the transaction will result in the Sub-Fund deriving a benefit, 

even if the benefit obtained results in the surrendering of the chance of greater benefit 

in the future. The writing of a put option allows the ACD to generate income at the risk 

of having to purchase stock at a pre-determined price greater than the prevailing 

market price. The purchase of a call option permits the Sub-Fund to gain in the 

increase of a share price above a pre-determined set price at the cost of the premium 

paid. The purchase of a put option allows the ACD, at the expense of the premium 

paid, to gain from the reduction in market value of a particular stock by selling the 

stock at a pre-determined higher price.  

 

10.10 Use of derivatives will not be permitted to contravene any relevant investment 

objective of the Sub-Funds. 

 
10.11  Financial Derivatives, Techniques and Instruments Risks 
 

The prices of derivative instruments, including futures, options and swap prices, are 
highly volatile. Price movements of forward contracts, futures contracts and other 
derivative contracts are influenced by, among other things, interest rates, changing 
supply and demand relationships, trade, fiscal, monetary and exchange control 
programs and policies of governments, and national and international political and 
economic events and policies. In addition, governments from time to time intervene, 
directly and by regulation, in certain markets, particularly markets in currencies and 
interest rate related futures and options. Such intervention often is intended directly 
to influence prices and may, together with other factors, cause all of such markets 
to move rapidly in the same direction because of, amongst other things, interest 
rate fluctuations. The use of these techniques and instruments also involves certain 
special risks, including (1) dependence on the ability to predict movements in the 
prices of securities being hedged and movements in interest rates, (2) imperfect 
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correlation between the price movements of the derivatives and price movements of 
related instruments, (3) the fact that skills needed to use these instruments are 
different from those needed to select the securities owned by any of the Sub-Funds, 
(4) the possible absence of a liquid market for any particular instrument at any 
particular time; which may result in possible impediments to effective portfolio 
management or the ability to meet redemption. Each Sub-Fund may invest in certain 
derivative instruments, which may involve the assumption of obligations as well as 
rights and assets. Assets deposited as margin with brokers may not be held in 
segregated accounts by the brokers and may therefore become available to the 
creditors of such brokers in the event of their insolvency or bankruptcy. 
 
Each Sub-Fund may from time to time utilise both exchange traded and over the 
counter credit derivatives, such as collateralised debt obligations or credit default 
swaps for hedging purposes and, if expressly permitted in the Appendix for a 
particular Sub-Fund, as part of that Sub-Fundôs investment policy. These 
instruments may be volatile, involve certain special risks and expose investors to a 
high risk of loss. The low initial margin deposits normally required to establish a 
position in such instruments permit a high degree of leverage. As a result, a 
relatively small movement in the price of a contract may result in a profit or a loss 
that is high in proportion to the amount of the funds actually placed as initial margin 
and may result in unlimited further loss exceeding any margin deposited. 
Furthermore, when used for hedging purposes there may be an imperfect 
correlation between these instruments and the investment or market sectors being 
hedged. Transactions in over the counter derivatives, such as credit derivatives, 
may involve additional risk as there is no exchange market on which to close out an 
open position. 

 

11 Cash and near cash 

 

11.1 Cash and near cash must not be retained in the Scheme Property except to the extent 

that, where this may reasonably be regarded as necessary in order to enable: 

(a) the pursuit of a Sub-Fund‟s investment objectives; or 

(b) redemption of Shares; or 

(c) efficient management of a Sub-Fund in accordance with is investment 

objectives; or 

(d) other purposes which may reasonably be regarded as ancillary to the 

investment objectives of the Sub-Fund. 

 

12 General power to borrow 

 

12.1 The Company may, in accordance with this paragraph and paragraph 13, borrow 

money for the use of the Sub-Fund on terms that the borrowing is to be repayable out 

of the Scheme Property.  This power to borrow is subject to the obligation of the Sub-

Fund to comply with any restriction in the Instruments of Incorporation.  

12.2 A Sub-Fund may borrow under paragraph 12.1 only from institutions as stated in COLL 

5.5.4R (3) of the FSA Regulations.   

12.3 Borrowing must be on a temporary basis, must not be persistent and in any event 

must not exceed three months without the prior consent of the Depositary, which may 

be given only on such conditions as appear appropriate to the Depositary to ensure 

that the borrowing does not cease to be on a temporary basis.  The borrowing 
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restrictions in this paragraph 12 do not apply to certain “back to back” borrowing for 

currency hedging purposes. 

 

13 Borrowing limits 

 

13.1 The ACD must ensure that Sub-Fund‟s borrowing does not, on any day, exceed 10% of 

the value of the Scheme Property of a Sub-Fund. 

13.2 The borrowing restrictions in this paragraph 13 do not apply to certain “back to back” 

borrowing for currency hedging purposes. 

13.3 In this paragraph 13 borrowing includes, as well as borrowing in a conventional 

manner, any other arrangement (including a combination of derivatives) designed to 

achieve a temporary injection of money into the scheme property in the expectation 

that the sum will be repaid. 

13.4 It is the Company‟s policy that any borrowing may not exceed 91 consecutive days.  

 

14 Restrictions on lending of money 

 

14.1 None of the money in the Scheme Property of a Sub-Fund may be lent and, for the 

purposes of this prohibition, money is lent by a Sub-Fund if it is paid to a person (“the 

payee”) on the basis that it should be repaid, whether or not by the payee. 

14.2 Acquiring a debenture is not lending for the purposes of paragraph 14.1; nor is the 

placing of money on deposit or in a current account. 

14.3 Paragraph 14.1 does not prevent a Sub-Fund from providing an officer of the Company 

with funds to meet expenditure to be incurred by him for the purposes of a Sub-Fund 

(or for the purposes of enabling him properly to perform his duties as an officer of the 

Company) or from doing anything to enable an officer to avoid incurring such 

expenditure.  

 

15 Restrictions on lending of property other than money 

 

15.1 The Scheme Property of a Sub-Fund other than money must not be lent by way of 

deposit or otherwise. 

15.2 The Scheme Property of a Sub-Fund must not be mortgaged.   

15.3 However, Sub-Fund or the Depositary at the request of the Sub-Fund, may lend, 

deposit, pledge or charge the Scheme Property of the Sub-Fund for margin 

requirements where transactions in derivatives or forward transactions are used for 

the account of the Sub-Fund in accordance with any other provisions of Chapter 5 of 

the FSA Regulations.  
 

16 General power to accept or underwrite placings 

 

16.1 Any power in Chapter 5 of the FSA Regulations to invest in transferable securities may 

be used for the purpose of entering into transactions to which this section applies, 

subject to compliance with any restriction in the Instrument of Incorporation. 

16.2 This paragraph applies, subject to paragraph 16.3, to any agreement or 

understanding: 

(a) which is an underwriting or sub-underwriting agreement; or 

(b) which contemplates that securities will or may be issued or subscribed for or 

acquired for the account of a Sub-Fund. 

16.3 Paragraph 16.2 does not apply to: 

(a) an option; or 

(b) a purchase of a transferable security which confers a right: 

http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G278
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/M?definition=G687
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/D?definition=G279
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(i) to subscribe for or acquire a transferable security; or 

(ii) to convert one transferable security into another. 

16.4 The exposure of a Sub-Fund to agreements and understanding within paragraph 16.2 

must, on any day: 

(a) be covered in accordance with the requirements of COLL 5.3.3R of the FSA 

Regulations; and 

(b) be such that, if all possible obligations arising under them had immediately to be 

met in full, there would be no breach of any limit in Chapter 5 of the FSA 

Regulations. 

 

17 Guarantees and indemnities  

 

17.1 A Sub-Fund or the Depositary for the account of the Sub-Fund must not provide any 

guarantee or indemnity in respect of the obligation of any person. 

17.2 None of the Scheme Property of a Sub-Fund may be used to discharge any obligation 

arising under a guarantee or indemnity with respect to the obligation of any person. 

17.3 Paragraphs 17.1 and 17.2 do not apply in respect of the Sub-Fund in case of COLL 

5.5.9R (3) of the FSA Regulations.   

 

18 Efficient portfolio management techniques  

 

18.1 The Sub-Funds may use property to enter into transactions for the purposes of 

hedging within efficient portfolio management techniques (as set out below).  

 

18.2 Any forward currency transactions must be with an approved counterparty (eligible 

institutions, money market institutions etc).   

 

18.3 There is no limit on the amount of the Scheme Property which may be used for 

hedging and efficient portfolio management but the transactions must satisfy three 

broadly-based requirements.   

(a) A transaction must be reasonably believed by the ACD to be economically 

appropriate to the efficient portfolio management of the Sub-Fund.  This means 

that, for transactions undertaken to reduce risk or cost (or both), the transaction 

alone or in combination will diminish a risk or cost of a kind or level which it is 

sensible to reduce.  

  

For the purposes of this paragraph 18 efficient portfolio management techniques 

must not include speculative transactions. 

 

(b) The purpose of any transaction within this paragraph 18 for the Sub-Fund must 

be to achieve one of the following in respect of the Sub-Fund: 

(i) Reduction of risk.  This allows for the use of the technique of cross-currency 

hedging in order to switch all or part of the Scheme Property away from a 

currency the ACD considers unduly prone to risk, to another currency.  This 

aim also permits the use of tactical asset allocation. 

(ii) Reduction of cost.  The aims of reduction of risk or cost, together or 

separately, allow the ACD on a temporary basis to use the technique of 

tactical asset allocation.  Tactical asset allocation permits the ACD to 

undertake a switch in exposure by use of derivatives, rather than through 

the sale and purchase of scheme property.  If a transaction for the Sub-

Fund relates to the acquisition or potential acquisition of transferable 

securities, the ACD must intend that the Sub-Fund should invest in 
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transferable securities within a reasonable time and the ACD must 

thereafter ensure that, unless the position has itself been closed out, that 

intention is realised within that reasonable time.   

(iii)  generation of additional capital or income for the Sub-Fund with a risk level 

which is consistent with the risk profile of the Sub-Fund and the risk 

diversification rules laid down in the COLL Sourcebook.  

 

(c) Each efficient Sub-Fund management technique transaction must be fully covered 

“globally” (i.e. after providing cover for existing efficient portfolio management 

technique transactions there is adequate cover for another transaction within the 

scheme property, so there can be no gearing).  Scheme property and cash can be 

used only once for cover.   

 

19 Stock lending 

 

19.1 As an extension of efficient portfolio management techniques explained above, a Sub-

Fund or the Depositary for the account of a Sub-Fund, may enter into certain stock 

lending arrangements.  Under such arrangements the Sub-Fund or the Depositary 

transfers securities to a third party otherwise than by way of sale and it is agreed that 

those securities or securities of the same type and amount should be redelivered to 

the Sub-Fund or the Depositary at a later date.  The Sub-Fund or the Depositary at the 

time of delivery receives collateral to cover against the risk of the future redelivery not 

being completed.  

 

19.2 There is no limit on the value of the property of the Sub-Fund which may be the 

subject of stock lending arrangements.   

 

19.3 Such arrangement must always comply with the requirements of the Taxation of 

Chargeable Gains Act 1992 and the requirements of the FSA Regulations, as amended 

from time to time. 

 

20 Underwriting 

 

20.1 Underwriting and sub-underwriting contracts and placing may also, subject to certain 

conditions set out in the FSA Regulations, be entered into for the account of a Sub-

Fund.   
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APPENDIX 2 

Eligible Markets 

 

The following is a list of the markets which the ACD and/or Investment Adviser, in 

consultation with the Depositary, has deemed to be eligible securities and eligible derivatives 

markets, as defined in the FSA Regulations, for the Company (in addition to those eligible 

markets referred to in COLL 5.2.10R(1)(a) and (b) of the FSA Regulations). From time to 

time, an eligible market may be deemed temporarily ineligible by the ACD with the agreement 

of the Depositary, for example because the economic or political situation in the market has 

become unstable. This status will continue until the position regarding the market becomes 

clear, and the ACD and Depositary agree either that it should resume being an eligible market 

or that it should be removed from the list below. 

 

Member States of the EEA  

All regulated markets and all other market established in any EEA member state which is 

regulated, operates regularly and is open to the public are eligible securities markets and/or 

eligible derivatives markets.  The following markets are considered eligible and are the 

member states of the EEA:- 

Austria  

Belgium  

Bulgaria 

The Czech Republic 

Denmark  

Estonia        

Finland  

France  

Germany 

Greece 

Hungary 

Ireland        

Italy  

Latvia         

Liechtenstein        

Lithuania 

Luxembourg 

The Netherlands       

Norway        

Poland         

Portugal 

Romania 

The Slovak Republic       

Slovenia        

Spain         

Sweden        

United Kingdom 

 

Other Eligible Securities Markets 

 

United Kingdom 

Alternative Investment Market (AIM) 

United States 
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New York Stock Exchange (NYSE) 

Nasdaq  

American Stock Exchange 

Midwest Stock Exchange 

Philadelphia Stock Exchange 

Pacific Stock Exchange 

Boston Stock Exchange 

Cincinnati Stock Exchange 

Australia 

Australian Stock Exchange 

The NASDAQ Stock Exchange 

Brazil 

Bolsa de Valores de Sao Paulo 

Bolsa de Valores do Rio de Janeiro 

Canada 

The Alberta Stock Exchange 

The Toronto Stock Exchange 

The Montreal Stock Exchange 

The Vancouver Stock Exchange 

The Winnipeg Stock Exchange 

The Calgary Stock Exchange 

Chile 

Bolsa de Comercio de Santiago 

China 

The Shanghai Securities Exchange 

The Shenzhen Stock Exchange 

Colombia 

Bolsa de Valores De Columbia 

Dubai 

Dubai Financial Market 

Hong Kong 

The Hong Kong Stock Exchange 

India 

Bombay Stock Exchange 

National Stock Exchange 

Indonesia 

Jakarta Stock Exchange 

Surabaya Stock Exchange 

OTC Market Parallel Exchange 

Japan 

The Tokyo Stock Exchange 

The Osaka Securities Exchange 

The Nagoya Stock Exchange 

The Fukuoka Stock Exchange 

The Sapporo Stock Exchange 

JASDAQ 

Korea 

The Korea Stock Exchange 

Malaysia 

The Kuala Lumpur Stock Exchange 

Mexico 

Bolsa Mexicana de Valores 
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New Zealand 

The New Zealand Exchange Limited 

Peru 

Bolsa de Valores de Lima 

Arequipa Stock Exchange 

Philippines 

The Philippine Stock Exchange 

Singapore 

The Stock Exchange of Singapore 

South Africa 

The Johannesburg Stock Exchange 

Switzerland 

Swiss Exchange via EBS – Electronic Bourse 

Taiwan 

Taiwan Stock Exchange 

Thailand 

The Securities Exchange of Thailand 

Turkey 

The Istanbul Stock Exchange 

 

Other Eligible Derivatives Markets 

Australia 

Sydney Futures Exchange 

New Zealand 

New Zealand Futures Exchange 

Belgium 

BELFOX 

Singapore 

Singapore International Monetary Exchange 

Canada  

Toronto Futures Exchange  

The Montreal Exchange 

South Africa 

The South African Futures Exchange 

Switzerland 

Swiss Options and Financial Futures Exchange 

United States 

American Stock Exchange 

Philadelphia Stock Exchange 

Chicago Board of Trade 

New York Stock Exchange 

New York Futures Exchange 

New York Mercantile Exchange 

Hong Kong 

Hong Kong Futures Exchange 

Chicago Mercantile Exchange 

Chicago Board Options Exchange 

Kansas City Board of Trade 

Japan 

Osaka Securities Exchange 

Tokyo Stock Exchange 

Tokyo International Financial Futures Exchange 
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APPENDIX 3 

 

Directory 

 

The Companyôs Head Office 

2nd Floor  

Springfield Lodge 

Colchester Road  

Chelmsford CM2 5PW 

 

ACD 

Phoenix Fund Services (UK) Ltd 

2nd Floor  

Springfield Lodge  

Colchester Road 

Chelmsford CM2 5PW 

 

Investment Adviser 

TwentyFour Asset Management LLP 

3rd Floor 

24 Cornhill 

London EC3V 3ND 

 

Fund Accounting and Pricing, Transfer Agent and Administrator 

Phoenix Fund Services (UK) Ltd 

2nd Floor  

Springfield Lodge 

Colchester Road  

Chelmsford CM2 5PW 

 

Depositary 

BNY Mellon Trust and Depositary (UK) Limited 

160 Queen Victoria Street 

London  EC4 4LA 

 

Custodian 

Bank of New York Mellon Inc 

160 Queen Victoria Street 

London  EC4 4LA 

 

Auditor 

PricewaterhouseCoopers LLP 

Hay‟s Galleria  

1 Hay‟s Lane 

London SE1 2RD 
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APPENDIX 4 

to the Prospectus dated 30 June 2010 for PFS TwentyFour Investment Funds 

 

Monument Bond Fund 

 

This Appendix contains specific information in relation to the Monument Bond Fund (also 

referred to herein as the "Sub-Fund" or “Fund”), a Sub-Fund of PFS TwentyFour Investment 

Funds which is an umbrella open-ended investment company with variable capital classified 

as a UCITS Scheme. 

 

1. Investment Objective and Policy 

 

The Investment Objective and Policy of the Monument Bond Fund is as follows: 

 

Investment Objective 

 

The Sub-Fund aims to provide an attractive level of income relative to prevailing interest rates 

whilst maintaining a strong focus on capital preservation 

 

Important Note: The Sub-Fund does not offer a capital guarantee or principal 

protection mechanism.  Efforts to preserve the Sub-Fundôs capital will be focused on 

the selection of underlying securities where the Investment Adviser has a high 

degree of confidence as to the issuerôs ability to repay the principal due. 

 
Investment Policy  

 

The investment policy is to invest in a diversified portfolio of European and Australian 

residential mortgage-backed securities (“RMBS”) rated at least AA- (or equivalent) at the time 

of investment by one or more of Standard & Poor‟s, Moody‟s Investor Services and Fitch 

although it is expected that the majority of the RMBS will be rated AAA (or equivalent) at the 

time of investment. From time to time it is possible that a significant portion of the portfolio 

may be invested in securities from a particular geographical region. A portion of the portfolio 

may be held in cash or cash equivalents, such as treasury bills and government bonds, in 

order to further enhance the Sub-Fund‟s liquidity.  The Sub-Fund will aim to minimise 

currency risk by materially hedging the Sub-Funds exposure in the foreign exchange markets 

and the Sub-Fund will have the ability to use derivatives in order to mitigate other risks. 

 

The Investment Adviser has overall responsibility for investment policy and authority to select 

service providers pursuant to the Investment Management Agreement entered into with the 

ACD.   

 
Securities may be traded over-the-counter, although any RMBS that the Sub-Fund will invest 

in will be listed on Eligible Markets and will be cleared through a major clearing system such 

as Euroclear or Clearstream. 

 

The Monument Bond Fund will not invest in any Collective Investment Schemes. 

 

Risk Management 

 

Details of the risk management process with regard to the Monument Bond Fund are 

available to shareholders on request. 
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2. Benchmark 

 

The benchmark of the Monument Bond Fund is 3m GBP Libor. 

 

3. Minimum Investment 

 

Class A Shares (“Class A Shares”): The minimum initial lump sum investment for Class A 

Shares is £5,000 per investor; the minimum additional lump sum investment is £1,000 per 

investor. A minimum investment of £5,000 must be maintained. 

 

Class A Gross Paying Shares (“Class A Gross Paying Shares”): The minimum initial lump 

sum investment for Class A Gross Paying Shares is £5,000 per investor; the minimum 

additional lump sum investment is £1,000 per investor.  A minimum investment of £5,000 

must be maintained. Class A Gross Paying Shares are available to investors with a suitable 

written agreement with the company who have completed the necessary tax eligibility 

declarations on application to subscribe. 

 

Class I Shares (“Class I shares”): The minimum initial lump sum investment for Class I 

Shares is £1,000,000 per investor; the minimum additional lump sum investment is £50,000 

per investor. At the discretion of the ACD, a minimum investment of £1,000,000 must be 

maintained. 

 

Class I Gross Paying Shares (“Class I Gross Paying Shares”):  The minimum initial lump 

sum investment for Class I Gross Paying Shares is £1,000,000 per investor; the minimum 

additional lump sum investment is £50,000 per investor. A minimum investment of 

£1,000,000 must be maintained. Class I Gross Paying Shares are available to investors with a 

suitable written agreement with the company who have completed the necessary tax 

eligibility declarations on application to subscribe. 

 

There is no maximum investment level for any Share Classes. 
 

4. Classes & Distribution 

 

Share Classes will be offered as Accumulation Shares and Distribution Shares. Holders of 

Accumulation Shares do not receive payment of income. Any income arising in respect of an 

Accumulation Share is automatically accumulated and added to the assets of the Fund and is 

reflected in the price of each Accumulation Share.  

 
The Monument Bond Fund makes two distributions a year (ex-dividend dates: 1 April and 1 

October; payment dates: 31 May and 30 November).   

 

5. Subscription and Redemption Day 

 

A Dealing Day, or such other Business Day, as the ACD may from time to time determine 

and notify to shareholders. 

 

6. Base Currency 

 

The base currency of the Fund is British Pounds Sterling. 
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7. Issue of Shares 

 

The following Shares are available for issue at the price calculated by reference to the next 

Valuation Point (4.30 UK time) after the order is received by the ACD.  (See Section 12 of 

the Prospectus.) 

 

 Class A Shares - GBP 

 Class A Shares Gross ï GBP 

 Class I Shares ïGBP 

 Class I Shares Gross ï GBP 

 

8. Fees and Charges 

 

The following fees, expenses and charges are payable out of the Fund. Details of how the 

fees, expenses and charges are accrued and paid as well as details of other general 

management and fund charges are set out in the Prospectus.  

 

(a) The Depositar y 

The periodic charges and custody fees described in Section 34 of the Prospectus. 

 

(b)  Preliminary Charge  

A preliminary charge for buying Shares is payable to the ACD at a rate of up to 5% of the 

amount invested in A Shares, but in practice less may be charged. This figure therefore 

represents a maximum. 

 

No preliminary charge will be levied with respect to I Shares. 

 

(c)  Switching Fee  

The fee for switching between Sub-Funds and Share Classes is currently 0.05% of the value 

of the Shares being switched 

 

(d)  Annual Management Charge  and other Fund expenses  

The Annual Management Charge will be comprised of the fees payable to the ACD and the 

Investment Adviser, as more particularly detailed below: 

 

(i) Fund Valuation and Accounting fees: Based on the value of the deposited property of 

the Sub-Fund these fees are as follows: 

 

 £0 - £49,999,999   0.14% 

 £50,000,000 - £99,999,999  0.12% 

 £100,000,000 – £199,999,999  0.09% 

 >£200,000,000   0.06% 

 

There will be a Fund Valuation and Accounting minimum fee of £60,000 per annum. For 

each share class above two share classes there will be an additional £7,500 minimum fee 

per share class. 

 

(ii) Dealing, Registration and Other Fees and expenses of the ACD are as follows: 

 

 Dealing charges for subscriptions / redemptions £20 per transaction 

 Registration charges     £12 per account per annum 

 Management Accounting     £1,000 per annum 
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There will be a Dealing and Registration minimum fee of £20,000 per annum 

 

(iii) Investment Adviser‟s Fee: The Investment Adviser‟s fee is payable by the Fund to the 

Investment Adviser at a rate of 1.05% of the NAV for Class A Shares and 0.75% of the 

NAV for Class I Shares. 

 

No Performance Fee is payable to the Investment Adviser on any Share Class of the 

Monument Bond Fund. 

 

9. Specific Risk Issues 

 

Residential Mortgage-Backed Securities (RMBS) 

 

The investment characteristics of RMBS differ from traditional debt securities.  Among the 

major differences are that interest and principal payments are made more frequently, usually 

monthly or quarterly, and that principal may be prepaid at any time because the underlying 

mortgage loans generally may be prepaid at any time. 

 

RMBS are backed by a pool of residential mortgages representing the obligations of a large 

number of different borrowers.  The value of an RMBS can be affected by a number of factors, 

including: (i) changes in the market's perception of the pool of mortgages backing the 

security, (ii) economic and political factors such as interest rates and levels of unemployment 

and taxation which can have an impact on the arrears, foreclosures and losses incurred with 

respect to the pool of mortgages backing the security, (iii) changes in the market‟s perception 

of the adequacy of credit support built into the security‟s structure to protect against losses 

caused by arrears and foreclosures, (iv) changes in the perceived creditworthiness of the 

originator of the security or any other third parties to the transaction, and (v) the speed at 

which mortgages within the pool are repaid by the underlying borrowers (whether voluntary 

or due to arrears or foreclosures). 

 

Investments in subordinated RMBS involve greater credit risk of default than the more senior 

class(es) of the issue or series. 

 

Liquidity of Fixed Income Markets 

 

At times, certain sectors of the fixed income markets (including mortgage-backed securities 

markets) have in the past experienced reductions in liquidity.  During such periods of market 

illiquidity, the Company may not be able to sell certain assets in its portfolio or may only be 

able to do so at unfavourable prices.  Such "liquidity risk" could adversely impact the value of 

the Sub-Fund's portfolio, and may be difficult to hedge against. 

 

Credit Risk 

 

The Company will invest in credit securities issued by companies, trusts or other investment 

vehicles which, compared to bonds issued or guaranteed by governments, are exposed to 

greater risk of default in the repayment of the capital provided to the issuer or interest 

payments due to the Company. The amount of credit risk is measured by the issuer‟s credit 

rating which is assigned by one or more independent rating agencies. This does not amount 

to a guarantee of the issuer‟s creditworthiness but provides a strong indicator of the likelihood 

of default. Securities which have a lower credit rating are generally considered to have a 

higher credit risk and a greater possibility of default than more highly rated securities. Issuers 
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often issue securities which are ranked in order of seniority which in the event of default 

would be reflected in the priority in which investors might be paid back. 

 

Hedging Transactions 

The Company may utilise Financial Derivative Instruments for risk management purposes in 

order to (i) protect against possible changes in the market value of the Sub-Fund's 

investment portfolio resulting from fluctuations in the securities markets and changes in 

interest rates; (ii) protect the Sub-Fund's unrealised gains in the value of the Sub-Fund's 

investment portfolio; (iii) facilitate the sale of any such investments; (iv) enhance or preserve 

returns, spreads or gains on any investment in the Sub-Fund's portfolio; (v) hedge the 

interest rate or currency exchange rate on any of the Sub-Fund's liabilities or assets; (vi) 

protect against any increase in the price of any securities the Company anticipates purchasing 

at a later date; or (vii) for any other reason that the Investment Adviser deems appropriate. 

The success of the Company's hedging strategy will depend, in part, upon the Investment 

Adviser's ability correctly to assess the degree of correlation between the performance of the 

instruments used in the hedging strategy and the performance of the portfolio investments 

being hedged.  Since the characteristics of many securities change as markets change or time 

passes, the success of the Company's hedging strategy will also be subject to the Investment 

Adviser's ability to continually recalculate, readjust and execute hedges in an efficient and 

timely manner.  While the Company may enter into hedging transactions to seek to reduce 

risk, such transactions may result in a poorer overall performance for the Sub-Fund than if it 

had not engaged in such hedging transactions.  For a variety of reasons, the Investment 

Adviser may not seek to establish a perfect correlation between the hedging instruments 

utilised and the portfolio holdings being hedged.  Such an imperfect correlation may prevent 

the Sub-Fund from achieving the intended hedge or expose the Fund to risk of loss.  The 

Investment Adviser may not hedge against a particular risk because it does not regard the 

probability of the risk occurring to be sufficiently high as to justify the cost of the hedge, or 

because it does not foresee the occurrence of the risk.  The successful utilisation of hedging 

and risk management transactions requires skills complementary to those needed in the 

selection of the Sub-Fund's portfolio holdings. 
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APPENDIX 5 

to the Prospectus dated 30 June 2010 for PFS TwentyFour Investment Funds 

 

Dynamic Bond Fund 

 

This Appendix contains specific information in relation to the Dynamic Bond Fund (also 

referred to herein as the "Sub-Fund" or “Fund”), a Sub-Fund of PFS TwentyFour Investment 

Funds which is an umbrella open-ended investment company with variable capital classified 

as a UCITS Scheme. 

 

1. Investment Objective and Policy 

 

The Investment Objective and Policy of the Dynamic Bond Fund is as follows: 

 

Investment Objective 

 

The Sub-Fund aims to provide an attractive level of income along with an opportunity for 

capital growth, by investing in a broad range of bonds and fixed income assets. 

 

Investment Policy 

 

The investment policy of the Sub-Fund is to adopt a highly flexible approach that enables the 

Investment Adviser to take advantage of prevailing market conditions as they change over 

time.  The Sub-Fund may invest in, or otherwise obtain exposure to, debt instruments from 

the whole range of fixed income assets including high yield bonds, investment grade bonds, 

government bonds, asset-backed securities and other bonds (such as, for example, emerging 

market sovereign bonds or bank capital perpetual bonds) as determined by the Investment 

Adviser‟s view on risk and reward over time. 

 

The Sub-Fund will also use derivatives, such as interest rate and credit derivatives, 

to either optimize exposures or reduce them in conjunction with the Investment 

Adviserôs market viewpoint, thereby giving the Sub-Fund the opportunity to perform 

in both rising and declining rate environments throughout the economic cycle.  The 

Sub-Fund may also employ synthetic short positions both for hedging purposes and 

to take advantage of deterioration either in the market generally or with respect to 

specific issuers.  The Sub-Fund may also hedge some or all of its exposure in the 

foreign exchange markets. 

 

The Investment Adviser has overall responsibility for investment policy and authority to select 

service providers pursuant to the Investment Management Agreement entered into with the 

ACD. 

 
Securities may be traded over-the-counter, although any securities that the Sub-Fund will 

invest in will be listed on Eligible Markets and will be cleared through a major clearing system 

such as Euroclear or Clearstream. 

 

The Dynamic Bond Fund will not invest in any Collective Investment Schemes. 
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Risk Management 

 

Details of the risk management process with regard to the Dynamic Bond Fund are available 

to shareholders on request. 

 

2. Benchmark 

 

The benchmark of the Dynamic Bond Fund is 3m GBP Libor. 

 

3. Initial Offer Price and Period/Minimum Investment 

 

Class A Shares (“Class A Shares”): The minimum initial lump sum investment for Class A 

Shares is £1,000 per investor; the minimum additional lump sum investment is £1,000 per 

investor. A minimum investment of £1,000 must be maintained. 

 

Class A Gross Paying Shares (“Class A Gross Paying Shares”): The minimum initial lump 

sum investment for Class A Gross Paying Shares is £1,000 per investor; the minimum 

additional lump sum investment is £1,000 per investor.  A minimum investment of £1,000 

must be maintained.  Class A Gross Paying Shares are available to investors with a suitable 

written agreement with the company who have completed the necessary tax eligibility 

declarations on application to subscribe. 

 

Class I Shares (“Class I Shares”): The minimum initial lump sum investment for Class I 

Shares is £1,000,000 per investor; the minimum additional lump sum investment is £50,000, 

per investor.  At the discretion of the ACD, a minimum investment of £1,000,000 must be 

maintained. 

 

Class I Gross Paying Shares (“Class I Gross Paying Shares”): The minimum initial lump 

sum investment for Class I Gross Paying Shares is £1,000,000 per investor; the minimum 

additional lump sum investment is £50,000 per investor.  At the discretion of the ACD, a 

minimum investment of £1,000,000 must be maintained.  Class I Gross Paying Shares are 

available to investors with a suitable written agreement with the company who have 

completed the necessary tax eligibility declarations on application to subscribe. 

 

There is no maximum investment level for any Share Classes. 
 

The initial offer period wi ll be between 19 April 2010 and 23 April 2010. 

 

4. Classes & Distribution 

 

Share Classes will be offered as Accumulation Shares and Distribution Shares. Holders of 

Accumulation Shares do not receive payment of income. Any income arising in respect of an 

Accumulation Share is automatically accumulated and added to the assets of the Fund and is 
reflected in the price of each Accumulation Share. 

 

The Dynamic Bond Fund makes four distributions a year (ex-dividend dates: 1 January, 1 

April, 1 July and 1 October; payment dates: 28 February, 31 May, 31 August and 30 

November). 

 

5. Subscription and Redemption Day 

 

A Dealing Day, or such other Business Day, as the ACD may from time to time determine 

and notify to shareholders. 
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6. Base Currency 

 

The base currency of the Fund is British Pounds Sterling. 

 

7. Issue of Shares 

 

The following Shares are available for issue at the price calculated by reference to the next 

Valuation Point (4.30 UK time) after the order is received by the ACD.  (See Section 12 of 

the Prospectus.) 

 

 Class A Shares - GBP 

 Class A Shares Gross ï GBP 

 Class I Shares ïGBP 

 Class I Shares Gross ï GBP 

 

8. Fees and Charges 

 

The following fees, expenses and charges are payable out of the Fund. Details of how the 

fees, expenses and charges are accrued and paid as well as details of other general 

management and fund charges are set out in the Prospectus.  

 

(a) The Depositary  

The periodic charges and custody fees described in Section 34 of the Prospectus. 

 

(b)  Preliminary Charge  

A preliminary charge for buying Shares is payable to the ACD at a rate of up to 5% of the 

amount invested in A Shares, but in practice less may be charged. This figure therefore 

represents a maximum. 

 

No preliminary charge will be levied with respect to Class I Shares. 

 

(c)  Switching F ee 

The fee for switching between Sub-Funds and Share Classes is currently 0.05% of the value 

of the Shares being switched 

 

(d )  Annual Management Charge and other Fund expenses  

The Annual Management Charge will be comprised of the fees payable to the ACD and the 

Investment Adviser and will be fixed at a rate of 1.50% of the NAV for Class A Shares and 

1.00% of the NAV for Class I Shares. 

 

The Fund may also pay to the Investment Adviser certain other expenses, including set up 

costs for this particular Fund including IT, systems and trading platform costs that are directly 

related to the management of the Fund‟s property, subject always to the approval of the ACD. 

 

The Annual Management Charge will be paid from capital and income of the Fund; 50% from 

capital and 50% from income.   To the extent the AMC is paid from capital, distributable 

income will be increased at the expense of capital which will either be eroded or future growth 

constrained.  

 

No Performance Fee is payable to the Investment Adviser on any Share Class of the 

Dynamic Bond Fund. 
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9. Specific Risk Issues 

 

Profile of a Typical Investor 

 

The Dynamic Bond Fund is designed to be marketable to retail and institutional investors. The 

choice to invest should be determined by the attitude to risk, wish for income and/or growth, 

and intended length of time for investment and in the context of the investor‟s overall 

portfolio. Investors must be willing to accept some risk to their capital, and the Dynamic Bond 

Fund should be considered a medium to long term investment. Investors in any doubt about 

the suitability of investing in the Dynamic Bond Fund should seek independent financial advice 

before doing so.  

 

Liquidity of Fixed Income Markets 

 

At times, certain sectors of the fixed income markets have in the past experienced reductions 

in liquidity.  During such periods of market illiquidity, the Company may not be able to sell 

certain assets in the Sub-Fund‟s portfolio or may only be able to do so at unfavourable prices.  

Such "liquidity risk" could adversely impact the value of the Sub-Fund's portfolio, and may be 

difficult to hedge against. 

 

Credit Risk 

 

The Company will invest in debt securities issued by companies, trusts or other investment 

vehicles which, compared to bonds issued or guaranteed by governments, are generally 

exposed to greater risk of default in the repayment of the capital provided to the issuer or 

interest payments due to the Company.  The amount of credit risk is measured by the issuer‟s 

credit rating which is assigned by one or more independent rating agencies.  This does not 

amount to a guarantee of the issuer‟s creditworthiness but provides a strong indicator of the 

likelihood of default.  Securities which have a lower credit rating are generally considered to 

have a higher credit risk and a greater possibility of default than more highly rated securities.  

Issuers often issue securities which are ranked in order of seniority which in the event of 

default would be reflected in the priority in which investors might be paid back. 

 

Hedging Transactions 

 

The Company may utilise Financial Derivative Instruments for risk management purposes in 

order to (i) protect against possible changes in the market value of the Sub-Fund's 

investment portfolio resulting from fluctuations in the securities markets and changes in 

interest rates; (ii) protect the Sub-Fund's unrealised gains in the value of the Sub-Fund's 

investment portfolio; (iii) facilitate the sale of any such investments; (iv) enhance or preserve 

returns, spreads or gains on any investment in the Sub-Fund's portfolio; (v) hedge the 

interest rate or currency exchange rate on any of the Sub-Fund's liabilities or assets; (vi) 

protect against any increase in the price of any securities the Company anticipates purchasing 

at a later date; or (vii) for any other reason that the Investment Adviser deems appropriate. 

The success of the Company's hedging strategy will depend, in part, upon the Investment 

Adviser's ability correctly to assess the degree of correlation between the performance of the 

instruments used in the hedging strategy and the performance of the portfolio investments 

being hedged.  Since the characteristics of many securities change as markets change or time 

passes, the success of the Company's hedging strategy will also be subject to the Investment 

Adviser's ability to continually recalculate, readjust and execute hedges in an efficient and 

timely manner.  While the Company may enter into hedging transactions to seek to reduce 
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risk, such transactions may result in a poorer overall performance for the Sub-Fund than if it 

had not engaged in such hedging transactions.  For a variety of reasons, the Investment 

Adviser may not seek to establish a perfect correlation between the hedging instruments 

utilised and the portfolio holdings being hedged.  Such an imperfect correlation may prevent 

the Sub-Fund from achieving the intended hedge or expose the Fund to risk of loss.  The 

Investment Adviser may not hedge against a particular risk because it does not regard the 

probability of the risk occurring to be sufficiently high as to justify the cost of the hedge, or 

because it does not foresee the occurrence of the risk.  The successful utilisation of hedging 

and risk management transactions requires skills complementary to those needed in the 

selection of the Sub-Fund's portfolio holdings. 

 

Swap Agreements 

 

The Fund may enter into swap agreements.  Swap agreements can be individually negotiated 

and structured to include exposure to a variety of different types of investments or market 

factors.  Depending on their structure, swap agreements may increase or decrease the Fund's 

exposure to long-term or short-term interest rates, currency values, corporate borrowing 

rates, or other factors such as security prices or inflation rates.  Swap agreements can take 

many different forms and are known by a variety of names.  The Fund is not limited to any 

particular form of swap agreement if consistent with the Fund's investment objective and 

approach. 

Swap agreements tend to shift the Fund's investment exposure from one type of investment 

to another.  For example, if the Fund agrees to exchange payments in Euros for payments in 

US Dollars, the swap agreement would tend to decrease the Fund's exposure to US interest 

rates and increase its exposure to non-US currency and interest rates.  Depending on how 

they are used, swap agreements may increase or decrease the overall volatility of the Fund's 

portfolio.  The most significant factor in the performance of swap agreements is the change in 

the specific interest rate, currency, individual security values or other factors that determine 

the amounts of payments due to and from the Fund.  If a swap agreement calls for payments 

by the Fund, the Fund must be prepared to make such payments when due. In addition, if a 

counterparty's creditworthiness declines, the value of swap agreements with that 

counterparty can be expected to decline, potentially resulting in losses by the Fund. 

 

Asset-Backed Securities (ABS) 

 

The term Asset-Backed Security covers a wide range of securities, each of which are backed 

by assets such as residential mortgages (“residential mortgage-backed securities” or 

“RMBS”), commercial mortgages (“commercial mortgage-backed securities” or “CMBS”), 

credit card receivables, automobile, boat and recreational vehicle instalment sales contracts, 

bank loans, leases, corporate debt securities and various types of accounts receivable.  

 

Each Asset-Backed Security is typically backed by a pool of assets representing the 

obligations of a number of different borrowers or debtors (such as mortgage or credit card 

borrowers for example).  In some cases however, the security may be backed by a single 

asset, for example a mortgage relating to a specific commercial property.  The value of an 

Asset-Backed Security can be affected by a number of factors, including: (i) changes in the 

market's perception of the pool of underlying assets backing the security, (ii) economic and 

political factors such as interest rates and levels of unemployment and taxation which can 

have an impact on the arrears, foreclosures and losses incurred with respect to the pool of 

assets backing the security, (iii) changes in the market‟s perception of the adequacy of credit 

support built into the security‟s structure to protect against losses caused by arrears and 
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foreclosures, (iv) changes in the perceived creditworthiness of the originator of the security or 

any other third parties to the transaction, and (v) the speed at which mortgages or loans 

within the pool are repaid by the underlying borrowers (whether voluntary or due to arrears 

or foreclosures). 

 

ABS that are not backed by mortgages present certain risks that are not presented by 

mortgage-backed securities such as RMBS and CMBS.  Primarily, these securities may not 

have the benefit of the same security interest in the related collateral.  Credit card 

receivables, for example, are generally unsecured.  Therefore, there is a possibility that 

recoveries on defaulted collateral may not, in some cases, be available to support payments 

on these securities.  The risk of investing in these types of ABS is ultimately dependent upon 

payment of the underlying debt by the debtor. 

 

The investment characteristics of ABS differ from traditional debt securities.  Among the 

major differences are that interest and principal payments are made more frequently, very 

often monthly or quarterly, and that principal may be prepaid at any time because the 

underlying loans may often be prepaid at any time. 

 

Investments in subordinated ABS involve greater credit risk of default than the more senior 

class(es) of the issue or series. 

 

High Yield Bonds 

 

The Fund may invest in high yield (i.e. non-investment grade) bonds – these are generally 

considered to be bonds with a rating lower than BBB-. High yield bonds have an increased 

risk of capital erosion due to a higher probability of default by the bond issuer.  Changing 

market conditions and interest rate levels can also have a larger impact on the values of high 

yielding bonds than on other bonds.  
 

Bank Capital Perpetual Bonds 
 

The Fund may invest in bank capital perpetual bonds.  A perpetual bond is a form of corporate 

bond which has no fixed maturity date and pays a higher rate of interest than a typical bond 

because perpetual bonds are generally subordinated, ranking just above the bank‟s equity. 

 Yields on these bonds may exhibit a higher degree of volatility compared to securities with a 

fixed maturity date and are also more susceptible to the impact of changes in regulations. 

Perpetual bonds were introduced in 2006 to let banks raise funds to meet credit demand and 

fulfil Basel II capital adequacy rules without diluting their equity base.  Perpetual bonds do 

not mature, but generally contain call options permitting the bank to redeem the bonds after 

10 years, thus there is the risk of early repayment of principal.  If banks do not exercise the 

call option, there is often an increase in the interest payable under the bond of as much as 

one percentage point to compensate investors. 
 

Emerging Market Debt 

 

Emerging market debt is primarily issued by sovereign issuers.  Corporate debt does exist, 

but corporations in developing countries generally tend to borrow from banks and other 

sources, as public debt issuance requires both sufficiently developed markets and large 

borrowing needs.  Sovereign debt has historically been primarily issued in foreign currencies 

(external debt), either US Dollars or Euros (hard currency versus local currency).  Emerging 

market debt tends to have a lower credit rating than other sovereign debt because of the 

increased economic and political risks - where most developed countries are either AAA or AA 

rated, most emerging market debt issuance is rated below investment grade (i.e. lower than 
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BBB-), though a few countries that have seen significant improvements have been upgraded 

to BBB or A ratings, and a handful of lower income countries have reached ratings levels 

equivalent to more profligate developed countries. 
 

Yield Risk 

 

The general definition of yield is the return an investor will receive by holding a bond to 

maturity. Required yield, on the other hand, is the yield or return a bond must offer in order 

for it to be worthwhile for the investor. The required yield of a bond is usually the yield 

offered by other plain vanilla bonds that are currently offered in the market and have similar 

credit quality and maturity. A high yield bond (non-investment grade bond, speculative grade 

bond or junk bond) is a bond that is rated below investment grade at the time of purchase. 

These bonds have a higher risk of default or other adverse credit events, but typically pay 

higher yields than better quality bonds in order to make them attractive to investors. 

 

General Bond Risks 

 

The holder of any Bond is subject to interest rate risk and credit risk, inflationary risk, 

currency risk, duration risk, convexity risk, repayment of principal risk, streaming income 

risk, liquidity risk, default risk, maturity risk, reinvestment risk, market risk, political risk, and 

taxation adjustment risk. Interest rate risk refers to the risk of the market value of a bond 

changing in value due to changes in the structure or level of interest rates or credit spreads or 

risk premiums. The credit risk of a bond refers to the probability and probable loss upon a 

credit event (i.e. the obligor defaults on scheduled payments or files for bankruptcy, or the 

bond is restructured), or a credit quality change is issued by a rating agency including Fitch, 

Moody's, or Standard & Poors. 

http://en.wikipedia.org/w/index.php?title=Convexity_risk&action=edit&redlink=1

