EVERGREEN RETIREMENT TRUST
MANAGER'S REPORT
FOR THE YEAR ENDED 31 MARCH 2016
Dear Member
The Directors present their report on the Scheme including updating members on the fund performance and the future of the Scheme.
Fund Performance

Fund

Investment Performance
Investment Performance
Unit price as at 31 March
Unit price as at 31 March
for the year ended 31
for the period ended 31
2016
2015
March 2016
March 2015

Absolute Growth (GBP)

-3.32%

0.9541

0.57%

0.9869

Income Plus (GBP)

-1.83%

1.0436

0.24%

1.063

Establishment costs are recognised as an expense immediately in the financial statements of the Scheme, but are amortised over five years for unit price calculation purposes.
Absolute Growth Funds

.

The Absolute Growth Fund (GBP) is a diversified portfolio that holds seven underlying funds allocated across commodities, equities and cash.
During the course of the year the Absolute Growth Fund returned -3.32% (2015: 0.57%). While a number of underlying funds generated good returns for the financial year this performance was offset by poorly performing funds and
the funds operating costs.
Over the last financial year the Absolute Growth Fund contained investments that provided downside cover in the event of financial markets deteriorating. This cover has proven costly and recognising the cost we have subsequently
reduced our allocation to such strategies.

Additionally, the exposure to commodities remains an area where the funds have not seen strong performance over the last financial year. Perhaps our worst performing sector has been the US Oil and Gas sector. Following a
review we are now looking to reduce this exposure over time.
Income Plus Funds
The Income Plus Fund (GBP) is a diversified portfolio that holds four underlying funds allocated to bonds, structured credit, convertible debt and cash.
The Income Plus Fund (GBP) had taken a position that there would be a bounce back in credit spreads. While this has eventuated it was not within the period of these financial reports. So the timing has cost us returns in this
financial period. Again the Income Plus Fund (GBP) was hurt by the funds exposure to investments in the US Oil and Gas sector.
We have completed further liquidation of underlying fund investments with some impact on performance. We are currently looking to allocate the redemption proceeds however the disrupted market fundamentals, rallies in
fundamentally poor stocks, worries about liquidity, negative bond yields and uncertainty about the direction of inflation leads us to believe that holding some cash is a prudent strategy at present.
Throughout the last two years we have held cash reserves anticipating a significant market correction. Through the first quarter of this year there has been something of a correction but nothing on the scale we anticipate. We still
consider that a significant market correction is likely given current market turmoil surrounding Brexit and other geopolitical events. At present we believe we have positioned the fund appropriately.
Subsequent to year end the Investment Manager redeemed the funds holding in the Spectrum Sterling Income Fund and revalued the funds holding in GDI No 36 Perth CBD Office Trust. The transactions are considered
adjusting events for the Financial Statements at 31 March 2016 but not for unit pricing. The unit price has incorporated the transactions in the month the transaction occurred.
Audit Opinion
The Scheme’s auditors, EY, have issued an unqualified audit opinion with an emphasis of matter regarding the realisation basis of preparation of the Scheme's financial statements.

Page 2

EVERGREEN RETIREMENT TRUST
MANAGER'S REPORT
FOR THE YEAR ENDED 31 MARCH 2016
QROPS Suspension
The Scheme was removed from the HMRC Qualifying Recognised Overseas Pension Scheme (QROPS) List in November 2012 as a result of concerns raised by HMRC with the administration of the Scheme. The Manager considers
the Scheme is compliant as a QROPS and the Manager has not received notification from the UK HMRC that the Scheme has been excluded from being a QROPS. The result of the Scheme’s removal from the HMRC QROPS List
is that no new pension transfers from the United Kingdom have come into the Scheme from the November 2012 date of removal. The Scheme has therefore needed to manage liquidity on a monthly basis by redeeming some
underlying positions to generate cash to meet Scheme expenses and member payments. This has had a subsequent impact on the decisions of the Investment Committee for the Income Plus and Absolute Growth funds. The
Manager has received no recent communication from HMRC and the matter remains with the HMRC for determination.
Summary
Overall as Manager, we recognise that the development of the Scheme has been hampered by the QROPS suspension.
The service contracts entered into by Evergreen Retirement Trust (“ERT”) for the provision of administration, trustee and other services have minimum fixed fees. Due to the lower levels of funds under management in ERT than
was initially anticipated the absolute fee levels are high when compared with level of returns generated from the funds under management. The cost base means that net returns to ERT members have been impacted.
The Manager closed the NZD funds in April 2016 following the redemption of all the members of the NZD funds as the funds were too small to support themselves and to comply with the PIE tax requirements.
The Trustee of the Scheme approached the New Zealand Financial Markets Authority (“FMA”) to request an Order in Council designation for the Scheme as a restricted legacy scheme. That would allow the Scheme to transition to
the Financial Markets Conduct Act 2013 as a restricted legacy superannuation scheme. A restricted legacy scheme will be closed to new members. On 27 June 2016 the FMA confirmed it will include the Scheme on an Order in
Council with a registered legacy designation.
The Manager and the Trustee are considering the options to achieve the best outcome for the Scheme members. No decision has been reached on the best course of action as at the date of signing the Annual Report.

Simon Swallow
Director
Evergreen Capital Partners
5 September 2016

James Murray
Director
Evergreen Capital Partners
5 September 2016
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Independent Auditor's Report
To the Members of Evergreen Retirement Trust
Report on the Financial Statements
We have audited the financial statements of Evergreen Retirement Trust (the “Scheme”) on pages 4 to 20, which
comprise the statement of net assets available for benefits of the Scheme as at 31 March 2016, the statement of
changes in net assets available for benefits and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.
This report is made solely to the Scheme’s members, as a body. Our audit has been undertaken so that we might
state to the Scheme’s members those matters we are required to state to them in an auditor's report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Scheme and the Scheme’s members as a body, for our audit work, for this report, or for the opinions we
have formed.
Scheme Manager’s Responsibility for the Financial Statements
The Scheme Manager is responsible for the preparation of the financial statements, in accordance with New
Zealand Equivalents to International Financial Reporting Standards and International Financial Reporting Standards
and that give a true and fair view of the matters to which they relate, and for such internal control as the Manager
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing (New Zealand). These auditing standards require that we
comply with relevant ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, we have considered the internal control relevant to the entity’s preparation of the financial
statements that give a true and fair view of the matters to which they relate in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates, as well as evaluating the overall presentation of the financial
statements.
We believe we have obtained sufficient and appropriate audit evidence to provide a basis for our audit opinion.
Other than in our capacity as auditor, we provide assurance services to the Scheme on summary financial
statements extracted from the Scheme financial statements. We also report to Trustee of the Scheme as required
by the Scheme’s Trust Deed. We have no other relationship with, or interest in, the Scheme.
Opinion
In our opinion, the financial statements on pages 4 to 20:
►

comply with New Zealand Equivalents to International Financial Reporting Standards;

►

comply with International Financial Reporting Standards; and

►

give a true and fair view of the financial position of the Scheme as at 31 March 2016 and its financial
performance and cash flows for the year then ended.

Emphasis of matter – Basis of Preparation of the Financial Statements
The financial statements have been prepared on a realisation basis as described in Note 2(ii). This basis differs from
the normal convention in that financial statements are usually prepared on the basis that the company will carry on
business as a going concern. Under the realisation basis, the financial statements include adjustments to the net
book value of assets, reducing them to the amounts expected to be realised, together with additional provisions
and liabilities which will arise as a result of the company ceasing to trade.
No decision has been reached on the Scheme wind-down date by the Manager and the Trustee. As explained in
Note 2(ii), no liquidity adjustments were made to the fair value of the Scheme assets that have a lengthy
redemption period and may be realised at a material discount if the assets were to be redeemed early as the
Manager and the Trustee expect the Scheme assets will be realised in the ordinary course of business.
Our opinion is not qualified in respect of this matter.

A member firm of Ernst & Young Global Limited
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Report on Other Legal and Regulatory Requirements
In accordance with the Financial Reporting Act 2013, we report that:
►

We have obtained all the information and explanations that we have required.

►

In our opinion proper accounting records have been kept by the Scheme as far as appears from our
examination of those records.

5 September 2016
Christchurch

A member firm of Ernst & Young Global Limited

