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Annual Report and Financial Statements

31 december 2017

COIF CHARITIES ETHICAL INVESTMENT FuND

REpORT OF THE BOARD
for the year ended 31 December 2017

On behalf of the Board, I have pleasure in
presenting the Annual Report and Financial
Statements of the COIF Charities Ethical
Investment Fund (the Fund), which includes a
separate report from CClA Fund managers
limited (the manager) as manager of the Fund.
Structure and management of the Fund
The Fund is a Common Investment Fund
established and regulated by the Scheme dated
8 October 2009 and made under section 24 of
the Charities Act 1993, now section 96 of the
Charities Act 2011 and amended by resolutions
of the trustees of the Fund dated 21 July 2014,
22 July 2014, 5 december 2015 and 15 may
2017. The Fund is managed by the manager
as an unregulated collective investment scheme
and as an alternative investment fund in
accordance with the FCA Regulations and the
Alternative Investment Fund managers directive
(AIFmd) legislation.
The Board, created under the Scheme, is made
up of individuals appointed under the Scheme.
Together, these individuals have wide experience
of ﬁnance, investments, charities and the law. no
Board member is required to be authorised by
the FCA because the Board does not carry out
regulated activities in relation to the Fund. The
investment management, administration, registrar
and secretarial functions of the Fund have been
delegated to the manager. The Board meets at
least four times per annum to receive reports and
monitor the progress of the Fund.
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The Board is responsible for setting and
subsequently reviewing the investment policy
of the Fund, monitoring performance, obtaining
Charity Commission orders for the appointment
and discharge of the manager and depositary,
appointing the Auditors to the Fund and agreeing
the fees charged by the depositary, the manager
and the Auditors.
The Trustee and depositary, HSBC Bank plc,
appointed under the Scheme is responsible for
the supervision and oversight of the manager’s
compliance with the Scheme and Scheme
particulars and also for the custody and safekeeping
of the property of the Fund. It is also responsible for
the appointment and supervision of the Registrar of
the Fund.The division between management and
depositary functions provides an additional layer of
protection for unitholders.The Board, depositary
and manager are considered Charity Trustees of the
Fund within the meaning of the Charities Act 1993
(amended Charities Act 2011).
Investment objective and benchmark
The Fund aims to provide a long-term total
return comprising growth in capital and income.
The objective is to provide a long-term total
return of 5% per annum before expenses, but net
of inﬂation as measured by the increase in the
Consumer price Index. Within this total return,
the Fund aims to deliver a consistent annual
distribution to investors. The Fund aims to deliver
these returns within a level of risk as measured by
volatility which is no greater than 75% of the
volatility of the uK equity market.
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REpORT OF THE BOARD
for the year ended 31 December 2017

Investment policy
The portfolio is an actively managed, diversified
portfolio of assets designed to help protect both
present and future beneficiaries from the effects
of inflation. It will have an emphasis on equities,
but will also include property, bonds and other
asset classes.
The Fund has a wide range of ethical restrictions
and is advised by an ethical advisory group that
assists in the development of the Fund’s clientdriven ethical investment policy.
Distribution policy
From 1 January 2017, the Fund has the capacity to
make distributions from capital, but at least three
quarters of the distribution made will be sourced
from the income earned on investments.
Suitability
The Fund is suitable for all of a charity’s long-term
funds where the charity is looking for a good
level of distributions, long-term protection from
inﬂation and a wide range of ethical restrictions.
Review of investment activities and policies
of the Fund
The Board met quarterly during the year to carry
out its responsibility for the approval of investment
strategy, for setting distribution policy, to monitor
investment diversiﬁcation, suitability and risk and
to review the performance of the Fund. In
addition, the Board monitored the administration,
expenses and pricing of the Fund.
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The Board reviewed the progress of the manager
and approved the valuation of the investments
in the Fund, which are included within these
Financial Statements in the portfolio statement.
during the year, the Board also met quarterly
with the manager to review the investments,
transactions and policies of the Fund. The
manager’s report, which appears later, provides
further details.
Responsible investment and stewardship
The Fund is managed in accordance with
CClA’s responsible investment approach. This
integrates environmental, social and governance
issues into investment decision making and
prioritises ongoing stewardship with investee
companies. These activities are conducted with
the aim of increasing the security of the Fund.
The manager is a signatory to the united nations
backed principles of Responsible Investment and
the Financial Reporting Council’s Stewardship
Code. The most recent pRI Assessment and the
full response to the Stewardship Code are available
at https://www.ccla.co.uk/our-approach/howwe-approach-stewardship-and-ethics.
Ethical investment
The Board’s main purpose is to obtain the
best return for unitholders, consistent with
commercial prudence and the need to ensure
adequate spread and diversiﬁcation of assets.
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In this spirit, the Board has adopted an ethical
investment policy that is designed to reﬂect the
values of the Fund’s unitholders. It is set every
three years following an extensive period of
client consultation.
The policy incorporates a mix of ethical
restrictions, engagement and positive investments.
Ethical restrictions are targeted on unitholders’
real concerns. They include companies:
• in the extractives and utilities sector who are
lagging behind the transition to a low carbon
economy (deﬁned as not having achieved a C
on the Cdp Climate Change programme or
derive more than 10% of their revenue from
the extraction of energy coal or oil sands);
• that are supporting the world’s most
oppressive regimes (currently north Korea,
Sudan and Syria);
• that derive a significant percentage of their
revenue (10%) from alcohol, tobacco,
strategic military sales, non-military firearms,
adult entertainment, gambling and high
interest rate lending); and
• that are involved in the production of whole
systems, or strategic parts for, nuclear weapons,
landmines and/or cluster munitions.
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The Board has also agreed to implement two rules
reﬂecting the particular needs of specialist charity
groups; this prohibits investment in providers of
baby milk substitutes who have not met FTSE’s
responsibility criteria and manufacturers of single
purpose abortifacients. Ethical restrictions are
applied using data provided by mSCI in
accordance with their deﬁnitions and methodology.
The Fund beneﬁts from two engagement
programmes that are prioritised to meet the
needs of its unitholders.
The manager has an aspirational target to dedicate
5% of the Fund’s capital to investments that
provide a clear social or environmental beneﬁt.
A client advisory committee has been appointed
to oversee the Fund’s engagement activity and
advise the manager on any ethical investment
issues that arise in between policy consultations.
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We recognise that the ethical investment priorities
of unitholders change over time. For this reason,
the Fund’s policy is reviewed every three years.
Following an extensive client survey, the Board
has agreed a number of small revisions to the
ethical investment policy. These changes will:
• tighten the Fund’s existing climate change criteria;
• introduce a new restriction on investment in
companies who do not meet recognised norms
in relation to the testing of cosmetics on
animals; and
• replace the current approach to considering
oppressive regimes with a more extensive list
of countries, agreed by the Funds Advisory
Committee, from which it will not be possible
to purchase sovereign debt.

during the year, the Board, assisted by the
manager, reviewed the Fund’s systems of internal
control. The Board receives from the manager
and reviews a formal risk management report
setting out the main risks facing the Fund and
the assessment of each risk after application of
mitigating controls.

R norris
Chairman
14 may 2018

The changes will come into eﬀect from 1 July 2018.
Controls and risk management
The Board receives and considers regular reports
from the manager. Ad hoc reports and information
are supplied to the Board as required. The
manager has established an internal control
framework to provide reasonable, but not
absolute, assurance on the eﬀectiveness of the
internal controls operated on behalf of its clients.
The eﬀectiveness of the internal controls is
assessed by the directors and senior management
of the manager on a continuing basis.
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REpORT OF THE INVESTMENT MANAgER
for the year ended 31 December 2017

performance
Over the year the Fund achieved a return of
12.55% before expenses. In a positive year for
investment markets, the strongest returns were
earned by international equities. The total return
on the Income units, after all costs was 11.80%;
the Accumulation units, on the same basis, gave
a return of 11.82%. The total return on the
comparator index was 10.72%. The Fund’s

relative performance was supported by the asset
split within the portfolio and in particular the
bias towards real assets including equities. The
contribution from stock selection was mixed as
gains made earlier in the year were eroded by a
sharp rally in the energy and resource sectors
where the portfolio’s weightings were less than
those of the market index.

Annualised total capital and income return
To 31 december 2017

1 year
%

3 years
% p.a.

5 years
% p.a.

12.55
10.72
13.07
12.39
1.97
11.03

10.98
9.99
9.95
15.68
4.22
9.06

11.74
10.47
9.99
17.10
4.46
11.41

11.80
11.82

10.24
10.37

11.10
11.17

performance against market indices (before expenses)
COIF Charities Ethical Investment Fund
Comparator#
mSCI uK Investable market Index
mSCI World ex uK
iBoxx £ Gilts
Ipd All properties monthly*
performance after expenses
Income units*
Accumulation units*
#

Comparator – Composite: From 01.01.16 mSCI uK ImI 45%, mSCI Europe Ex uK 10%, mSCI north
America 10%, mSCI pacific 10%, AREF/Ipd™ All properties 5%, iBoxx £ Gilt 15% & 7 day lIBId 5%.
To 31.12.15 mSCI uK All Cap 45%, mSCI Europe Ex uK (50% Hedged) 10%, mSCI north America
(50% Hedged) 10%, mSCI pacific (50% Hedged) 10%, Ipd™ All properties 5%, BarCap Gilt 15% &
7 day lIBId 5% and to 31.12.11 FTSE All-Share 60%, FTSE All-World developed Ex uK 20%, Ipd™
All properties 10% and FTSE uK Government All Stocks 10%.
*
mid to mid plus income re-invested.
Source: CClA.
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REpORT OF THE INVESTMENT MANAgER
for the year ended 31 December 2017

Economic and Investment Market Review
The uptrend in the world economy
strengthened and broadened over the year,
finally putting behind it the drag on
performance from the recession and financial
crisis of a decade before. All the major
economies improved, to the extent that,
increasingly, the ultra-supportive monetary
policies of quantitative easing (QE) and very
low interest rates came under review. This was
despite another year of subdued headline rates of
inflation. The Federal Reserve in the uS began
the process of unwinding the QE programme
and raised interest rates. In Europe, the ECB
signalled the probable end of its QE programme
later in 2018 and in the uK, the Bank of
England increased interest rates, reversing the
cut made immediately after the Referendum
in June 2016 on Eu membership.
International equities gave the best returns. Of
the major regional indices, Asia ex-Japan led the
way, with a return of +23.37% to a uK based
investor, Europe returned 17.21%, Japan 14.44%
and the uS 11.37%. There were some very
strong individual market performances. In
Europe, Austria returned 44.49%, with four
other national indices returning more than 20%.
In Asia, returns from both South Korea and
China exceeded 30%, again with four other
countries providing gains of 20% or more.
The uK participated in the move upwards, but
lagged most of the international peers,
improving by 13.10%. property returns were
positive and in contrast with the pessimism

08

Annual Report and Financial Statements

which had followed the Referendum. Overseas
investor interest remained high, particularly for
trophy assets. Within the sector the strongest
performances came from the Industrial sector
and assets with long income characteristics, such
as hotels. In contrast, retail assets underperformed
as concerns increased about the sustainability of
rents. The domestic fixed income sector
achieved positive returns, but only modestly so.
A backcloth of higher inflation and expectations
of reduced QE and higher interest rates, saw
investor preferences move elsewhere.
In currency markets, Sterling rallied against
the uS dollar and Yen, by 9.51% and 5.35%
respectively. It lost -4.02% against the Euro.
Strategy
The Fund’s investment objectives of positive real
returns and a rising income distribution over
time are supported by a diversiﬁed portfolio, but
also one with a strong weighting to real assets
including uK and international equities,
domestic commercial property and infrastructure.
There is only a nominal exposure to ﬁxed interest
investments, an asset class whose characteristics
are poorly aligned to the needs of this fund.
A total return approach is taken to the Fund’s
income distribution policy by which the
payments to investors can be supported by both
income receipts and sustainable capital returns.
The Charity Commission has conﬁrmed that
investors in the Fund can account for the
entire payment as income.
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Outlook
We expect global growth to continue in 2018 at
a pace similar to that experienced in the later
months of 2017. As growth expands, so the
justification for exceptional monetary policies
weakens, policy normalisation is therefore on
the cards. moderately higher interest rates
justified by strengthening growth, should not
threaten investment market valuations, but less
certain is the impact of the ending of
quantitative easing related cash flows, which in
recent years have provided strong buying
support for a wide range of assets. The uK
economy is expected to grow, but not at the
pace experienced by its international peers.
domestic inflation will moderate from recent
high levels, but is still expected to remain
noticeably above 2%. The Bank of England has
hinted at more interest rate increases to come,
but current expectations are that official interest
rates of 1% or more are still some way away.
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Continued growth should support equity
investment markets even at valuation levels
which are extended by historical standards.
volatility though, which was subdued in 2017,
is likely to increase. We expect returns from the
property sector to be centred on income
receipts, with any contribution from capital
gains likely to be modest. In contrast to this
positive outlook, we see conditions in the fixed
interest sectors as challenging and expect yields
to rise over the course of the year.

J Bevan
Chief Investment Officer
CClA Fund managers limited
14 may 2018
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Top ten changes in portfolio composition
Cost
£’000

purchases:
Thermo Fisher Scientific
unitedHealth Group
priceline.com
Croda International
london Stock Exchange Group
3m
Bank of America
Samsonite International
visa
Texas Instruments

5,389
4,813
4,544
4,040
3,968
3,811
3,750
3,643
3,243
3,215

proceeds
£’000

Sales:
Royal dutch Shell B
GlaxoSmithKline
HSBC
Worldpay
BHp Billiton
Exxon mobile
Zurich Insurance
Toyota motor
vodafone
Aberforth Geared Income

5,128
4,018
3,945
3,568
3,259
2,872
2,781
2,757
2,750
2,689

When a stock has both purchases and sales in the reporting period, these transactions have been netted
and the net amount has been reflected as either a net purchase or net sale in the table above.

Risk warning
The Fund’s units and the revenue from them can fall
as well as rise and an investor may not get back the
amount originally invested. past performance is no
guarantee of future returns.
The Fund’s units are intended only for long-term
investment and are not suitable for money liable to
be spent in the near future. They are realisable only
on each weekly dealing day.
This Fund may invest in emerging market
countries which could be subject to political and
economic change.
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The Fund may invest in collective investment
schemes and other assets which may be illiquid.
These include limited partnerships and other
unquoted investments where valuations are open
to substantial subjectivity. The Fund may also invest
in the COIF Charities property Fund, which invests
directly in property and property related assets which
are valued by an independent valuer and as such are
open to substantial subjectivity. The performance of
this Fund may be adversely affected by a downturn
in the property market, which could impact on the
capital and/or income value of this Fund.
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Having carried out such procedures as we
consider necessary to discharge our
responsibilities as depositary of the Fund, it is
our opinion, based on the information available
to us and the explanations provided, that in all
material respects the Fund, acting through the
AIFm has been managed in accordance with the
rules in the Sourcebook, the Scheme particulars
of the Company and as required by the AIFmd.

HSBC Bank plc
Trustee and depositary Services
8 Canada Square
london E14 5HQ
HSBC Bank plc is authorised and regulated by
the Financial Conduct Authority
14 may 2018

11

Annual Report and Financial Statements

31 december 2017

COIF CHARITIES ETHICAL INVESTMENT FuND

INDEpENDENT AuDITORS’ REpORT
to the Trustees of COIF Charities Ethical Investment Fund

Report on the audit of the ﬁnancial statements
Opinion
In our opinion, COIF Charities Ethical
Investment Fund’s ﬁnancial statements (the
“ﬁnancial statements”):
• give a true and fair view of the state of the
charity’s affairs as at 31 december 2017 and
of its incoming resources and application of
resources for the year then ended;
• have been properly prepared in accordance
with united Kingdom Generally Accepted
Accounting practice (united Kingdom
Accounting Standards, comprising FRS 102
“The Financial Reporting Standard applicable
in the uK and Republic of Ireland”, and
applicable law), and the Statement of
Recommended practice for uK Authorised
Funds; and
• have been prepared in accordance with the
requirements of section 144 of the Charities
Act 2011 and Regulation 6 of The Charities
(Accounts and Reports) Regulations 2008).
We have audited the ﬁnancial statements,
included within the Annual Report and Audited
Financial Statements (the “Annual Report”),
which comprise: the balance sheet as at
31 december 2017; the statement of total return;
the statement of change in net assets attributable
to unitholders for the year then ended; the
distribution tables; and the notes to the ﬁnancial
statements, which include a description of the
signiﬁcant accounting policies.
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Basis for opinion
We conducted our audit in accordance with
International Standards on Auditing (uK)
(“ISAs (uK)”) and applicable law. Our
responsibilities under ISAs (uK) are further
described in the Auditors’ responsibilities for the
audit of the financial statements section of our
report. We believe that the audit evidence we
have obtained is sufficient and appropriate to
provide a basis for our opinion.
Independence
We remained independent of the charity in
accordance with the ethical requirements that
are relevant to our audit of the financial
statements in the uK, which includes the
FRC’s Ethical Standard and we have fulfilled
our other ethical responsibilities in accordance
with these requirements.
Conclusions relating to going concern
We have nothing to report in respect of the
following matters in relation to which ISAs
(uK) require us to report to you when:
• the trustees’ use of the going concern basis of
accounting in the preparation of the financial
statements is not appropriate; or
• the trustees’ have not disclosed in the financial
statements any identified material
uncertainties that may cast significant doubt
about the charity’s ability to continue to
adopt the going concern basis of accounting
for a period of at least twelve months from
the date when the financial statements are
authorised for issue.
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However, because not all future events or
conditions can be predicted, this statement is
not a guarantee as to charity’s ability to continue
as a going concern.

Based on the responsibilities described above
and our work undertaken in the course of the
audit, ISAs (uK) require us also to report certain
opinions and matters as described below.

Reporting on other information
The other information comprises all of the
information in the Annual Report other than
the financial statements and our auditors’ report
thereon. The trustees are responsible for the
other information. Our opinion on the financial
statements does not cover the other information
and, accordingly, we do not express an audit
opinion or, except to the extent otherwise
explicitly stated in this report, any form of
assurance thereon.

Reporting required by the Charities Act 2011
under the Charities Act 2011 we are required
to report to you if, in our opinion the
information given in the Trustees’ Annual Report
is inconsistent in any material respect with the
financial statements. We have no exceptions to
report arising from this responsibility.

In connection with our audit of the financial
statements, our responsibility is to read the other
information and, in doing so, consider whether
the other information is materially inconsistent
with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be
materially misstated. If we identify an apparent
material inconsistency or material misstatement,
we are required to perform procedures to
conclude whether there is a material misstatement
of the financial statements or a material
misstatement of the other information. If, based
on the work we have performed, we conclude
that there is a material misstatement of this
other information, we are required to report
that fact. We have nothing to report based on
these responsibilities.
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Responsibilities for the financial statements
and the audit
Responsibilities of the Manager for the ﬁnancial statements
As explained more fully in the Statement of
Board, Depositary and Manager Responsibilities set
out on page 52, the manager is responsible for
the preparation of the financial statements in
accordance with the applicable framework and
for being satisfied that they give a true and fair
view. The manager is also responsible for such
internal control as they determine is necessary
to enable the preparation of financial statements
that are free from material misstatement,
whether due to fraud or error.

31 december 2017
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In preparing the financial statements, the
manager is responsible for assessing the charity’s
ability to continue as a going concern, disclosing
as applicable, matters related to going concern
and using the going concern basis of accounting
unless the trustees either intend to liquidate the
charity or to cease operations, or have no
realistic alternative but to do so.
Auditors’ responsibilities for the audit of the
financial statements
Our objectives are to obtain reasonable
assurance about whether the financial statements
as a whole are free from material misstatement,
whether due to fraud or error, and to issue an
auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in
accordance with ISAs (uK) will always detect a
material misstatement when it exists.
misstatements can arise from fraud or error and
are considered material if, individually or in the
aggregate, they could reasonably be expected to
influence the economic decisions of users taken
on the basis of these financial statements.

Use of this report
This report, including the opinions, has been
prepared for and only for the charity’s trustees as
a body in accordance with section 144 of the
Charities Act 2011 and regulations made under
section 154 of that Act (Regulation 24 of The
Charities (Accounts and Reports) Regulations
2008) and for no other purpose. We do not, in
giving these opinions, accept or assume
responsibility for any other purpose or to any
other person to whom this report is shown or
into whose hands it may come save where
expressly agreed by our prior consent in writing.
Other required reporting
Charities Act 2011 exception reporting
under the Charities Act 2011 we are required
to report to you if, in our opinion:
• we have not received all the information and
explanations we require for our audit; or
• sufficient accounting records have not been
kept; or
• the financial statements are not in agreement
with the accounting records and returns.

A further description of our responsibilities for
the audit of the financial statements is located
on the Financial Reporting Council’s website at:
www.frc.org.uk/auditorsresponsibilities. This
description forms part of our auditors’ report.
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to the Trustees of COIF Charities Ethical Investment Fund

We have no exceptions to report arising from
this responsibility.

pricewaterhouseCoopers llp
Chartered Accountants and Statutory Auditors
7 more london
Riverside
london
14 may 2018
pricewaterhouseCoopers llp is eligible to act,
and has been appointed, as auditor under section
144(2) of the Charities Act 2011.
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RISk AND REwARD pROFILE

The risk and reward indicator table demonstrates where the Fund ranks in terms of its potential risk
and reward. The higher the rank, the greater the potential reward, but the greater the risk of losing
money. It is based on past data, may change over time and may not be a reliable indication of the
future risk profile of the Fund. The shaded area in the table below shows the Fund’s ranking on the
risk and reward indicator.

1

2

3

4

Typically lower rewards
(lower risk)

5

6

7
Typically higher rewards
(higher risk)

The Fund is ranked 5 because funds of this type have experienced above average rises and falls in value
in the past. please note that even the lowest risk class can lose you money and that extreme market
circumstances can mean you suffer severe losses in all cases.
The risk and reward disclosures above are based upon categories of risk which were required to be
disclosed as at 31 december 2017, the reporting date of these financial statements. From 1 January
2018, new measures of the categories of risk are in force, with the result that the risk disclosures
currently available for the Fund in the Key Information document are not on a comparable basis to
the disclosures above.
For further risk information please see the Scheme particulars, available on the manager’s website at
www.ccla.co.uk.
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COMpARATIVE TABLE

Change in net assets per unit
year to
31.12.2017
pence
per unit

Opening net asset value per unit
Return before operating charges*
Operating charges
Return after operating charges*
distributions on income units
Closing net asset value per unit

* after direct transaction costs of (pence per unit):

performance
Return after charges
Other information
Closing net asset value (£’000)
Closing number of units
Operating charges**
direct transaction costs
prices (pence per unit)
Highest unit price (offer)
lowest unit price (bid)

208.81
26.36
(1.65)
24.71
(7.79)
225.73

Income units
Year to
Year to
31.12.2016
31.12.2015
pence
pence
per unit
per unit

189.60
28.32
(1.47)
26.85
(7.64)
208.81

188.57
9.92
(1.40)
8.52
(7.49)
189.60

0.13

0.11

0.11

11.83%

14.16%

4.52%

358,124
289,425
244,363
158,649,746 138,608,492 128,886,219
0.75%
0.75%
0.76%
0.06%
0.05%
0.06%

229.50
208.36

212.88
174.80

245.56
181.38

The return after charges has been calculated in accordance with the Statement of Recommended
practice for uK Authorised Funds’ (SORp) prescribed calculation methodology. This is for financial
statement reporting purposes only and differs from the Fund’s performance disclosed in the Report
of the Investment manager.
**
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Operating charges comprise the manager’s periodic charge and other expenses, including vAT, but
before taking account of rebates, as these only offset charges incurred within the underlying funds.
The percentages above reflect these charges divided by average net assets for the year.
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COMpARATIVE TABLE

Change in net assets per unit
year to
31.12.2017
pence
per unit

Opening net asset value per unit
Return before operating charges*
Operating charges
Return after operating charges*
distributions on accumulation units
Retained distributions on accumulation units
Closing net asset value per unit

* after direct transaction costs of (pence per unit):

performance
Return after charges
Other information
Closing net asset value (£’000)
Closing number of units
Operating charges**
direct transaction costs
prices (pence per unit)
Highest unit price (offer)
lowest unit price (bid)

Accumulation units
Year to
Year to
31.12.2016
31.12.2015
pence
pence
per unit
per unit

282.80
34.60
(2.25)
32.35
(9.36)
9.36
315.15

245.89
38.86
(1.95)
36.91
(9.56)
9.56
282.80

233.02
14.91
(2.04)
12.87
(9.52)
9.52
245.89

0.18

0.14

0.14

11.44%

15.01%

5.52%

65,163
51,238
29,476
20,677,076 18,117,881 11,987,526
0.75%
0.75%
0.76%
0.06%
0.05%
0.06%

317.77
280.84

284.63
226.70

255.40
228.81

The return after charges has been calculated in accordance with the Statement of Recommended
practice for uK Authorised Funds’ (SORp) prescribed calculation methodology. This is for financial
statement reporting purposes only and differs from the Fund’s performance disclosed in the Report
of the Investment manager.
**
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Operating charges comprise the manager’s periodic charge and other expenses, including vAT, but
before taking account of rebates, as these only offset charges incurred within the underlying funds.
The percentages above reflect these charges divided by average net assets for the year.
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COIF CHARITIES ETHICAL INVESTMENT FuND

OpERATINg CHARgES ANALySIS
for the year ended 31 December 2017

The table below analyses expenses in note 4 to the financial statements. These expenses also represent
the total operating charges, which are shown below as a percentage of average net assets. These
percentages are also shown in total in the comparative tables.

manager’s periodic charge including vAT
manager’s fee for ethical services
Safe custody fees and depositary fee
Other expenses
Total operating charges
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31.12.2017
%

31.12.2016
%

0.72
0.00
0.02
0.01
0.75

0.72
0.00
0.02
0.01
0.75

31 december 2017

COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO ANALySIS
at 31 December 2017

portfolio Allocation
Overseas Equities 52.5%
UK Equities 20.0%
Infrastructure & Operating Assets 9.6%
Cash and Near Cash 6.9%
Contractual & Other Income 5.5%
Property 3.4%
Private Equity & Other 2.1%

Breakdown of Overseas Equities
by geography
north America
developed Europe
Asia pacific ex-Japan
Japan
Other Americas

Breakdown of Equities by Sector

33.2%
11.9%
4.3%
3.1%
0.0%
52.5%

Financials
Information Technology
Consumer Staples
Industrials
Health Care
Consumer discretionary
materials
property
Energy
Telecommunication Services
utilities
Funds

14.5%
12.2%
10.0%
9.3%
8.9%
6.0%
3.8%
3.4%
1.9%
1.4%
1.1%
0.0%
72.5%

The portfolio analyses above are consistent with the Fund’s factsheets, which differ from the following
portfolio statement because: (i) prices used here are mid-market rather than bid; and (ii) allocations are
adjusted on a ‘look through’ basis in respect of cross holdings in other CClA funds (i.e. such funds are
shown in a single category in the portfolio statement, but are analysed by their underlying holdings on
this page).
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COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO STATEMENT
at 31 December 2017

Holding

Fair
value
£’000

% of
total net
assets

uNITED kINgDOM EQuITIES 19.98%
(31.12.16, 26.07%)
Consumer Discretionary 1.30% (31.12.16, 0.85%)
Compass Group
InterContinental Hotels

247,324
32,625

3,957
1,539

0.94
0.36

Consumer Staples 3.49% (31.12.16, 2.83%)
Reckitt Benckiser
unilever

102,571
186,278

7,096
7,682

1.68
1.81

Energy 1.33% (31.12.16, 3.10%)
Royal dutch Shell A
Royal dutch Shell B

51,537
173,704

1,277
4,350

0.30
1.03

Financials 3.46% (31.12.16, 3.41%)
HSBC
london Stock Exchange Group
prudential

435,529
113,776
366,655

3,337
4,308
6,977

0.79
1.02
1.65

66,001

1,670

0.39

270,776
57,509
51,177
277,575
34,705

4,427
3,065
2,656
4,824
1,950

1.05
0.72
0.63
1.14
0.46

107,066
559,443
74,907

4,736
2,895
2,951

1.12
0.68
0.70

Funds 0.00% (31.12.16, 0.60%)
Health Care 0.39% (31.12.16, 3.01%)
Genus
Industrials 4.00% (31.12.16, 2.40%)
Experian
Ferguson
Intertek Group
Relx
Spirax Sarco Engineering
Information Technology 0.00% (31.12.16, 0.70%)
Materials 2.50% (31.12.16, 3.29%)
Croda International
dS Smith
Rio Tinto
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COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO STATEMENT
at 31 December 2017

Holding

Fair
value
£’000

% of
total net
assets

3,262,788
2,499,880
2,002,055

3,026
2,912
2,977

0.72
0.69
0.70

Telecommunication Services 0.74% (31.12.16, 2.41%)
vodafone
1,325,979

3,114

0.74

utilities 0.66% (31.12.16, 0.91%)
national Grid
pennon

154,120
186,282

1,348
1,451

0.32
0.34

OVERSEAS EQuITIES 52.54% (31.12.16, 48.80%)
DEVELOpED EuROpE 11.96% (31.12.16, 13.85%)
Consumer Discretionary 0.74% (31.12.16, 1.13%)
valeo

56,545

3,120

0.74

Consumer Staples 2.25% (31.12.16, 2.09%)
l’Oreal
nestlé

20,116
97,756

3,303
6,211

0.78
1.47

119,104
47,343
280,441

3,427
4,072
3,815

0.81
0.96
0.90

27,338
42,514
31,671
14,680
40,935

1,792
2,442
1,978
2,744
2,182

0.42
0.58
0.47
0.65
0.52

154,092
122,915
52,643

2,369
4,342
2,993

0.56
1.03
0.71

Real Estate 2.11% (31.12.16, 2.56%)
Empiric Student property
primary Health properties REIT
Tritax Big Box REIT

Financials 2.67% (31.12.16, 3.77%)
danske Bank
deutsche Boerse
InG Groep
Health Care 2.64% (31.12.16, 1.81%)
diaSorin
Fresenius
novartis
Roche
Sartorius Stedim Biotech
Industrials 2.30% (31.12.16, 1.98%)
Assa Abloy
deutsche post
legrand
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COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO STATEMENT
at 31 December 2017

Holding

Fair
value
£’000

% of
total net
assets

Information Technology 0.77% (31.12.16, 0.71%)
SAp

39,601

3,279

0.77

Materials 0.59% (31.12.16, 0.78%)
Chr. Hansen

36,073

2,507

0.59

NORTH AMERICA 33.24% (31.12.16, 28.00%)
Consumer Discretionary 3.05% (31.12.16, 3.64%)
Amazon.com
Home depot
priceline.com
Starbucks
Walt disney

3,204
18,938
3,396
25,846
25,670

2,770
2,656
4,363
1,097
2,045

0.65
0.63
1.03
0.26
0.48

Consumer Staples 3.26% (31.12.16, 2.84%)
Coca Cola
Colgate-palmolive
pepsico
procter & Gamble

91,088
60,313
45,565
48,784

3,093
3,366
4,040
3,319

0.73
0.80
0.95
0.78

Energy 0.56% (31.12.16, 2.98%)
Chevron

25,577

2,371

0.56

192,708
169,395
79,118
46,022
64,221
61,460
43,151

4,207
4,010
3,005
4,970
3,533
4,870
5,406

0.99
0.95
0.71
1.17
0.83
1.15
1.28

Real Estate 0.00% (31.12.16, 0.96%)
Telecommunication Services 0.00% (31.12.16, 0.62%)

Financials 7.08% (31.12.16, 5.14%)
Bank of America
Blackstone
Charles Schwab
Chicago mercantile Exchange
Citigroup
Jp morgan Chase
S&p Global
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COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO STATEMENT
at 31 December 2017

Holding

Fair
value
£’000

% of
total net
assets

Health Care 5.92% (31.12.16, 1.93%)
Bristol myers Squibb
Celgene
medtronic
Stryker
Thermo Fisher Scientific
unitedHealth Group
Zoetis

38,731
27,129
55,534
30,623
39,767
32,104
67,596

1,755
2,093
3,316
3,507
5,585
5,239
3,602

0.41
0.49
0.78
0.83
1.32
1.24
0.85

Industrials 2.15% (31.12.16, 1.97%)
3m Company
Canadian pacific Railway
Rockwell Automation

23,396
14,843
20,604

4,078
2,011
2,992

0.96
0.48
0.71

Information Technology 8.83% (31.12.16, 7.41%)
Accenture
Alphabet
Apple
FaceBook
Fidelity national Information
mastercard
microsoft
paypal
Texas Instruments
visa

24,532
4,658
37,587
29,975
40,066
35,064
91,968
56,562
44,902
39,022

2,777
3,603
4,704
3,911
2,788
3,935
5,819
3,078
3,467
3,296

0.66
0.85
1.11
0.92
0.66
0.93
1.37
0.73
0.82
0.78

Materials 0.69% (31.12.16, 0.42%)
Ecolab

29,396

2,916

0.69

Real Estate 1.27% (31.12.16, 0.58%)
Alexandria Real Estate Equities
prologis

24,463
62,810

2,362
2,996

0.56
0.71

29,424

1,830

0.43

Telecommunication Services 0.00% (31.12.16, 0.55%)
utilities 0.43% (31.12.16, 0.54%)
duke Energy
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COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO STATEMENT
at 31 December 2017

OTHER AMERICAS 0.02% (31.12.16, 0.04%)
Funds 0.02% (31.12.16, 0.04%)
Aberdeen latin American Income Fund

Holding

Fair
value
£’000

% of
total net
assets

139,236

101

0.02

68,900

3,443

0.81

21,400

3,799

0.90

7,800

3,230

0.76

139,100

2,560

0.60

1,158,000

3,909

0.92

1,039

852

0.20

873,400

5,501

1.30

833,000
77,900

4,749
2,991

1.12
0.71

JApAN 3.07% (31.12.16, 4.25%)
Consumer Discretionary 0.00% (31.12.16, 0.89%)
Consumer Staples 0.81% (31.12.16, 1.08%)
Kao
Health Care 0.00% (31.12.16, 0.65%)
Industrials 0.90% (31.12.16, 0.71%)
FAnuC
Information Technology 0.76% (31.12.16, 0.00%)
Keyence
Real Estate 0.00% (31.12.16, 0.55%)
Telecommunication Services 0.60% (31.12.16, 0.37%)
KddI
ASIA pACIFIC EX JApAN 4.25% (31.12.16, 2.66%)
Consumer Discretionary 0.92% (31.12.16, 0.00%)
Samsonite International
Consumer Staples 0.20% (31.12.16, 0.00%)
lG Household & Healthcare
Financials 1.30% (31.12.16, 0.44%)
AIA
Industrials 0.00% (31.12.16, 0.63%)
Information Technology 1.83% (31.12.16, 1.59%)
Taiwan Semiconductor manufacturing
Tencent Holdings
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pORTFOLIO STATEMENT
at 31 December 2017

Holding

Fair
value
£’000

% of
total net
assets

623,029
427,948

2,093
4,019

0.49
0.95

3,029,158
13,587

2,239
307

0.53
0.07

1
1
1

3,514
3,241
360

0.83
0.77
0.09

2,104,823
1,681,783
2,604,114
67,360
3,087,641
1

2,457
1,804
3,193
237
3,347
457

0.58
0.43
0.75
0.06
0.79
0.11

2,041,579
1
1,963,498
684,382
3,494,263
3,741
1,390,660
1,812,692

2,123
2,574
2,818
695
2,900
6,627
1,565
1,885

0.50
0.61
0.67
0.16
0.69
1.57
0.37
0.45

1,416

1,055

0.25

pRIVATE EQuITy & OTHER 2.04%
(31.12.16, 2.45%)
private Equity 1.44% (31.12.16, 1.46%)
F&C private Equity
princess private Equity
Other 0.60% (31.12.16, 0.99%)
Catco Reinsurance Opportunities Fund
Triodos microfinance

INFRASTRuCTuRE & OpERATINg
ASSETS 9.68% (31.12.16, 9.22%)
general 1.69% (31.12.16, 1.72%)
pan European Infrastructure Fund**
RREEF pan-European Infrastructure**
Strategic partners Offshore Real Assets – Infrastructure II**
Energy Resources & Environment 2.72%
(31.12.16, 2.73%)
Bluefield Solar Income Fund
Foresight Solar Fund
Greencoat uK Wind
The Forest Company**
The Renewables Infrastructure Group
uK Energy Efficiency Investment 1A l.p.**
Social 5.27% (31.12.16, 4.77%)
Civitas Social Housing
European Student Housing Fund**
GCp Student living
Impact Healthcare REIT
medicX Fund
montreux Healthcare Fund d1**
Target Healthcare REIT
Triple point Social Housing REIT
Wren Retirement Fund** (previously montreux
Care Home Fund)
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COIF CHARITIES ETHICAL INVESTMENT FuND

pORTFOLIO STATEMENT
at 31 December 2017

Holding

Fair
value
£’000

% of
total net
assets

1,043,000
11,348,766

1,072
13,028

0.25
3.08

1,597,536
116,986
4,196,770
1,357,055
3,232,351
549,085
4,009,413
3,169,286
660,000
558,526
1
1
1,464,552
756,946
874,374
1,443,778
360,944

1,570
2,782
3,651
1,201
2,551
–
3,097
3,280
668
716
300
138
54
761
883
1,278
323

0.37
0.66
0.86
0.28
0.60
–
0.73
0.77
0.16
0.17
0.07
0.03
0.01
0.18
0.21
0.30
0.08

FORwARD CuRRENCy CONTRACTS 0.00%
(31.12.16, (0.02%))
INVESTMENT ASSETS

393,880

93.05

NET OTHER ASSETS
TOTAL NET ASSETS

29,407
423,287

6.95
100.00

pROpERTy 3.33% (31.12.16, 4.06%)
Aberdeen Standard European logistics Income
COIF Charities property Fund Inc*
CONTRACTuAL & OTHER INCOME 5.48%
(31.12.16, 4.79%)
Alcentra European Floating Rate Income Fund
Blackstone mortgage Trust
Blackstone/GSO loan Financing
Chenavari Capital Solutions
dp Aircraft
duet Real Estate Finance***
Fair Oaks Income Fund
GCp Asset Backed Income Fund
GCp Asset Backed Income Fund C Shares
GCp Infrastructure Investments
KKR mezzanine**
KKR private Credit Opportunities partners II**
nimrod Sea Assets***
Rm Secured direct lending
Rm Secured direct lending C Shares
SQn Asset Finance Income Fund
SQn Asset Finance Income Fund C Shares
FIXED INTEREST 0.00% (31.12.16, 0.21%)

*
**
***

The COIF Charities property Fund is managed by the manager and represents a related party transaction.
unquoted investments.
Suspended quoted securities.
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COIF CHARITIES ETHICAL INVESTMENT FuND

STATEMENT OF TOTAL RETuRN
for the year ended 31 December 2017

Note

Income
net capital gains
Revenue
Expenses
net revenue before taxation
Taxation
net revenue after taxation
Total return before distributions
distributions
Change in net assets attributable to
unitholders from investment activities

2
3
4
5

year ended
31.12.2017
£’000
£’000

Year ended
31.12.2016
£’000
£’000

32,598
12,473
(2,845)
9,628
(612)

6

33,409
11,793
(2,272)
9,521
(521)

9,016
41,614
(13,224)

9,000
42,409
(11,697)

28,390

30,712

STATEMENT OF CHANgE IN NET ASSETS ATTRIBuTABLE TO uNITHOLDERS
for the year ended 31 December 2017
year ended
31.12.2017
£’000
£’000

Opening net assets attributable to unitholders
Amounts receivable on issue of units
Amounts payable on cancellation of units
Inspecie transaction
Change in net assets attributable to
unitholders from investment activities
Retained distributions on accumulation units
Closing net assets attributable to unitholders

Year ended
31.12.2016
£’000
£’000

340,663
60,481
(10,575)
2,445

273,839
49,904
(15,135)
–

52,351

34,769

28,390
1,883
423,287

30,712
1,343
340,663

The notes on pages 30 to 48 and distribution tables on page 49 form part of these financial statements.
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COIF CHARITIES ETHICAL INVESTMENT FuND

BALANCE SHEET
at 31 December 2017

Note

ASSETS
Fixed assets:
Investments
Current assets:
debtors
Cash equivalents
Cash and bank balances
Total current assets
Total assets
LIABILITIES
Investment liabilities
Creditors
Other creditors
distribution payable on income units
Total creditors
Total liabilities
Net assets attributable to unitholders

7
8
8

9

31.12.2017
£’000
£’000

31.12.2016
£’000
£’000

393,880

325,669

4,315
23,024
5,378

2,734
10,056
5,855
32,717
426,597

18,645
344,314

–

63

327
2,983

1,246
2,342
3,310
3,310
423,287

3,588
3,651
340,663

The financial statements on pages 28 to 49 have been approved by the Board.
Approved on behalf of the Board
14 may 2018

R norris, Chairman

The notes on pages 30 to 48 and distribution tables on page 49 form part of these financial statements.
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COIF CHARITIES ETHICAL INVESTMENT FuND

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2017

1.

Accounting policies
(a) Basis of preparation
The ﬁnancial statements have been prepared on a going concern basis, in compliance with
FRS 102 and in accordance with the Statement of Recommended practice for uK Authorised
Funds (SORp) issued by the Investment management Association in may 2014, the Charities Act
2011, and in accordance with the Scheme and the Collective Investment Scheme Sourcebook.
The ﬁnancial statements have been prepared under the historical cost basis, as modiﬁed by the
revaluation of investments.
The Fund is exempt from preparing a statement of cash flows under FRS 102 as substantially all
of the Fund’s investments are highly liquid, substantially all of the Fund’s investments are carried
at market value and the Fund provides a statement of changes in net assets.
(b) Revenue recognition
dividends on ordinary stocks, including special dividends where appropriate, distributions
received on collective investment schemes, preference shares and unit trusts are accrued to
revenue on the dates when the investments are first quoted ex-dividend or otherwise, on receipt
of cash. Interest on Government and other fixed interest stocks, bank deposits and interest on
deposits in the COIF Charities deposit Fund are accrued on a daily basis.
Revenue on debt securities is recognised on the effective yield basis which takes into account
the amortisation of any discounts or premiums arising on the purchase price, compared to the
final maturity value, over the remaining life of the security. Accrued interest purchased or sold is
excluded from the cost of the security and is recognised as revenue of the Fund.
dividends received from uS REITS are allocated between revenue and capital for distribution
purposes. The split is based on the year-end tax reporting date issued by the uS REIT. Where the
split of revenue and capital has not been announced at the accounting date a provisional split will be
used. The provision will be calculated on the prior year's aggregated dividend split for each uS REIT.
Revenue is stated net of irrecoverable tax credits. In the case where revenue is received after the
deduction of withholding tax, the revenue is shown gross of taxation, and the tax consequences
are shown within the tax charge.
(c) Stock dividends
The ordinary element of stock received in lieu of cash dividends is recognised as revenue of the
Fund. Any enhancement above the cash dividend is treated as capital.
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COIF CHARITIES ETHICAL INVESTMENT FuND

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2017

1.

Accounting policies (continued)
(d) Special dividends, share buy-back or additional share issue
The underlying circumstances behind a special dividend, share buy-back or additional share issue
are reviewed on a case by case basis in determining whether the amount is revenue or capital in
nature. Amounts recognised as revenue form part of the distribution.
(e) Expenses
during the year, the manager’s periodic charge, paid to the manager, was taken to the capital of the
Fund before distribution. The fee is based on a ﬁxed percentage of the value of the Fund and was
0.60% plus vAT during the year. The Fund received a management fee rebate credited to the capital
of the Fund for its holdings in the COIF Charities property Fund where during the year,
management fees were taken to capital. The Fund also received a management fee rebate credited to
the revenue of the Fund for its deposits in the COIF Charities deposit Fund during the year, where
management fees were charged to revenue. On a daily basis, the value of the Fund at the end of the
previous day is taken to calculate the fee due. This fee covers the provision of investment services
and other expenses incurred by the manager. A fee for ethical and stewardship services is also
charged by the manager. The depositary fee, audit, legal, safe custody fees and transaction charges
and insurance fees are charged separately to the revenue of the Fund before distribution.
(f) Distributions
distributions are paid quarterly. The Fund utilises an income reserve, to even out the fluctuations
in revenue which arise over the years (see note 10). movements in the income reserve are
therefore adjustments made to net revenue in determining the distribution.
It is the Fund’s policy to calculate the distribution based on the revenue on debt securities which is
computed as the higher of the amount determined on an accrual of coupon basis and an eﬀective
yield basis. The Fund has therefore adopted a distribution policy that follows the eﬀective yield
basis for recognising revenue. A reconciliation of the net distribution to the net income of the
Fund as reported in the statement of total return is shown in note 6.
distributions received by the Fund from other collective investment schemes may include
equalisation, which is taken to capital and does not form part of the Fund’s distribution.
From 1 January 2017, distributions can also be supported by the Fund’s capital.

31

Annual Report and Financial Statements

31 december 2017

COIF CHARITIES ETHICAL INVESTMENT FuND

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2017

1.

Accounting policies (continued)
(g) Basis of valuation
Quoted investments are valued at bid-market values, at the close of business, on the last business
day of the accounting period. Any unquoted, unlisted, delisted or suspended investments are stated
at valuation by the manager, and reviewed by the Board.
The manager’s valuation is based upon valuations supplied by the manager of the underlying
investments. The manager satisfies itself that these valuations can be relied on by valuations from
independent experts (which may include discounted cash flow calculations, or prices based upon
income yield); or net asset values which the manager considers reliable, based upon audit reports
and the manager’s own knowledge of the investee entity. The estimates and assumptions
underlying the valuations are kept under review by the manager, and judgements are reviewed,
considering all factors affecting the investments.
For unquoted investments, the latest valuation point may be prior to the year end, but the manager
is satisﬁed that the resultant portfolio valuation would not be materially diﬀerent from a valuation
carried out as at the year end.
Suspended securities are valued by the manager having regard to the last quoted price on or
before the date of suspension and subsequent available information. Suspended securities are
written off after they have been carried at nil value for two years.
(h) Foreign exchange
Assets and liabilities in foreign currencies are expressed in sterling at rates of exchange ruling on
the accounting date. Transactions in foreign currencies are translated into sterling at the exchange
rates ruling on the transaction dates.
The Fund may enter into forward currency contracts to protect the sterling value of the
underlying portfolio of securities against the effect of possible adverse movements in foreign
exchange rates. Fluctuations in the value of such forward currency contracts are recorded as
unrealised gains or losses. Realised gains or losses include net gains or losses on transactions that
have terminated by settlement or by the Fund entering into offsetting commitments.
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2017

1.

Accounting policies (continued)
(i) Cash equivalents
The manager has treated some assets as Cash equivalents for the purposes of the Balance Sheet
disclosure. Investments are regarded as Cash equivalents if they meet all of the following criteria:
• highly liquid investments held in Sterling that are readily convertible to a known amount of cash;
• are subject to an insignificant risk of change in value; and
• provide a return no greater than the rate of a three month high quality government bond.

2.

Net capital gains
31.12.2017
£’000

The net capital gains during the year comprise:
unrealised gains on non-derivative securities*
Realised gains on non-derivative securities*
manager’s periodic charge rebate – see note 1(e)**
Currency gains
unrealised gains/(losses) on forward currency contracts*
Realised gains/(losses) on forward currency contracts*
Other capital losses
*

**
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31.12.2016
£’000

19,235
12,748
108
147
63
297
–

27,665
6,323
131
60
(63)
(671)
(36)

32,598

33,409

Where net realised gains include gains/(losses) arising in previous years, a corresponding gain/(loss) is
included in unrealised gains.
This amount includes the rebates credited to the capital of the Fund for its holding in the COIF
Charities property Fund where management fees are taken to capital.
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3.

Revenue

Overseas dividends
uK dividends
Franked dividend distributions
Interest on debt securities
property income distributions
Interest on the COIF Charities deposit Fund
Franked dividends on unquoted stocks
Bank interest
manager’s periodic charge rebate*

31.12.2017
£’000

31.12.2016
£’000

6,662
3,750
762
162
391
46
648
3
49

6,098
4,334
886
49
333
42
27
7
17

12,473

11,793

31.12.2017
£’000

31.12.2016
£’000

2,744
8

2,171
8

2,752

2,179

25
28

23
23

53

46

12
4
24

17
4
26

40

47

2,845

2,272

* In the prior year this was disclosed as a negative expense, this has been reallocated to the

income note in the current year.

4.

Expenses

payable to the manager, associates of the manager
and agents of either of them:
manager’s periodic charge – see note 1(e)
manager’s fee for ethical services

payable to the depositary, associates of the
depositary and agents of either of them:
Safe custody fees
depositary fee

Other expenses:
Audit fee
Insurance fee
Other fees
Total expenses
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4.

Expenses (continued)
Audit fee net of vAT is £10,151 (31.12.2016, £9,855).
The above expenses include vAT where applicable.

5.

35

Taxation
The Fund has charitable status and is exempt from uK Income and Capital Gains pursuant to
part 11 Chapter 3 of the Corporation Tax Act 2010. distributions are paid and reinvested revenue
credited gross to shareholders on the basis that all recoverable uK taxation has been reclaimed.
Overseas withholding tax is deducted in full from overseas revenue. Recoverable withholding tax
is credited to revenue.
31.12.2017
£’000

31.12.2016
£’000

Overseas taxation suffered in the year
Overseas recoverable withholding tax written off in the year

573
39

454
67

Total taxation

612

521
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6.

Distributions
distributions take account of revenue received on the issue of units and revenue deducted on the
cancellation of units, and comprise:

31 march – interim distribution
30 June – interim distribution
30 September – interim distribution
31 december – final distribution

Add: revenue deducted on cancellation of units
deduct: revenue received on in specie transactions
deduct: revenue received on issue of units
net distribution for the year
net revenue after taxation for the year
Amortisation under effective yield
Transfer from income reserve – see note 10
manager’s periodic charge – see note 1(e)
net distribution for the year

31.12.2017
£’000

31.12.2016
£’000

3,219
3,653
3,257
3,337

3,140
3,267
2,670
2,725

13,466

11,802

44
(9)
(277)

78
–
(183)

13,224

11,697

9,016
–
1,456
2,752

9,000
9
509
2,179

13,224

11,697

details of the distribution per unit are set out in the distribution tables on page 49.
The manager’s periodic charge is charged to capital, so this amount is added back in the table
above to the net distribution for the year and deducted from capital.
There were unclaimed distributions as at 31 december 2017 of £5,474 (31.12.2016, £nil).
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7.

Debtors

Amounts receivable on issue of units
Accrued revenue
prepayments
Sales awaiting settlement

8.

31.12.2016
£’000

3,634
660
14
7

2,050
666
11
7

4,315

2,734

31.12.2017
£’000

31.12.2016
£’000

23,024

10,056

5,378

5,855

31.12.2017
£’000

31.12.2016
£’000

50
–
277

–
1,025
221

327

1,246

Cash and bank balances and Cash equivalents

Cash equivalents: cash in the COIF Charities deposit Fund
Cash and bank balances: cash at bank
9.

31.12.2017
£’000

Other creditors

Amounts payable on cancellation of units
purchases awaiting settlement
Accrued expenses

10. Income reserve
The income reserve, accumulated out of revenue, is used to smooth fluctuations in the revenue
received in the Fund. The income reserve is included in the total value of the Fund and is
attributable to income unitholders.
31.12.2017
£’000

Income reserve at the start of the year
Equalisation of the income reserve
Transfer from income reserve

37

1,406
181
(1,456)

31.12.2016
£’000

1,789
126
(509)

Income reserve at the end of the year
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11. Financial instruments
Fair value
Securities held by the Fund are valued at bid-market value (see note 1(g)). Bid-market value is
considered to be a fair representation of the amount repayable to unitholders should they wish to
sell their units. Other financial assets and liabilities of the Fund are included in the balance sheet
at their fair value.
The main risks arising from the Fund’s financial instruments and the manager’s policies for
managing these risks are summarised below. These policies have been applied consistently
throughout the year and the comparative year.
Market price risk
This is an actively managed Fund which invests mainly in uK and overseas equities and uK
property. Investors are thus exposed to market price risk, which can be defined as the uncertainty
about future price movements of the financial instruments the Fund is invested in. market price
risk arises mainly from economic factors, including investor confidence and is not limited to
interest rate and currency movements. This exposure to market price risk may result in substantial
fluctuations in the unit price from time to time, although there will generally be a positive
correlation in the movement of the unit price to the markets the Fund is invested in. The Fund
seeks to minimise the risks by holding a diversified portfolio of investments in line with the
Fund’s investment objectives. Risk is monitored at both the asset allocation and stock selection
levels by directors of the manager on a regular basis and also by the Board.
At 31 december 2017, if the price of the investments held by the Fund increased or decreased
by 5%, with all other variables remaining constant, then the net assets attributable to unitholders,
and profit or loss, would increase or decrease respectively by approximately £19,694,000
(31.12.2016, £16,280,000).
Credit risk
The Fund’s transactions in securities expose it to the risk that the counterparty will not deliver
the investment for a purchase or the cash for a sale. To minimise this, the Fund only deals with an
approved list of brokers maintained by the manager.
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11. Financial instruments (continued)
Liquidity risk
Financial instruments held by the Fund, excluding short-term debtors and creditors, are made up
of uK and overseas equities, fixed interest stocks, pooled funds and sterling and overseas cash
deposits. These assets are generally liquid (except for the unit trusts, which are realisable only on
their weekly or monthly dealing dates, and the holdings in the unquoted investments, which are
not readily realisable) and enable the Fund to meet the payment of any redemption of units that
unitholders may wish to make.
Currency risk
The Fund is exposed to fluctuations in foreign currencies as some of its assets and revenue are
denominated in currencies other than sterling, the base currency of the Fund. The Fund may
enter into forward currency contracts to protect the sterling value of the underlying portfolio
of securities against the effect of possible adverse movements in foreign exchange rates on
investments and revenue accrued, but not yet received. In respect of revenue, receipts are
converted to sterling shortly after receipt.
At 31 december 2017, if the value of sterling increased or decreased by 1% against all currencies,
with all other variables remaining constant, then the net assets attributable to unitholders, and
profit or loss, would decrease or increase respectively by approximately £2,519,000
(31.12.2016, £1,711,000).
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11. Financial instruments (continued)
Currency risk (continued)
The total foreign currency exposure at 31 december was:

Monetary
exposures
£’000

31.12.2017
Nonmonetary
exposures
£’000

Total
£’000

Australian dollar
Canadian dollar
danish krona
Euro
Hong Kong dollar
Japanese yen
new Zealand dollar
norwegian krone
South Korean won
Swedish krona
Swiss franc
Taiwan dollar
uS dollar

–
4
–
138
–
22
–
–
–
–
–
–
621

–
2,011
5,934
48,478
12,401
13,032
–
–
852
2,369
10,933
4,748
150,390

–
2,015
5,934
48,616
12,401
13,054
–
–
852
2,369
10,933
4,748
151,011

Total

785

251,148

251,933

Currency

31.12.2016
nonmonetary
exposures
£’000

Total
£’000

–
(509)
–
420
–
16
–
–
–
–
–
–
(281)

2,234
4,257
5,066
18,014
1,484
14,487
2,132
2,121
–
4,277
13,255
3,181
100,993

2,234
3,748
5,066
18,434
1,484
14,503
2,132
2,121
–
4,277
13,255
3,181
100,712

(354)

171,501

171,147

monetary
exposures
£’000

Interest rate risk
The majority of the Fund’s financial assets are equities which neither receive interest nor have
maturity dates. The Fund also invests in fixed interest securities and cash deposits, the revenue of
which may be affected by changes to interest rates relevant to particular securities or as a result of
the manager being unable to secure similar returns on the disposal or redemption of securities.
The value of fixed interest securities may be affected by interest rate movements or the
expectation of such movements in the future.
A sensitivity analysis for interest rate risk is not shown as the impact is unlikely to be significant.
The total exposure at 31 december 2017 was:
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11. Financial instruments (continued)
Interest rate risk (continued)

Currency

Fixed rate
financial assets
£’000

Financial assets
not carrying
interest
£’000

Total
£’000

Sterling
Euro
Japanese yen
uS dollar
Other

28,030
23
–
349
–

–
–
–
–
–

146,634
48,593
13,054
150,662
39,252

174,664
48,616
13,054
151,011
39,252

Total

28,402

–

398,195

426,597

Floating rate
financial
liabilities
£’000

Fixed rate
financial
liabilities
£’000

Financial
liabilities
not carrying
interest
£’000

Total
£’000

Sterling

–

–

3,310

3,310

Total

–

–

3,310

3,310

Currency
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11. Financial instruments (continued)
Interest rate risk (continued)
The total exposure at 31 december 2016 was:

Currency

Floating rate
financial assets*
£’000

Fixed rate
financial assets
£’000

Financial assets
not carrying
interest
£’000

Total
£’000

Sterling
Euro
Japanese yen
uS dollar
Other

16,273
317
–
49
–

–
–
–
–
–

155,806
18,180
14,503
101,173
38,013

172,079
18,497
14,503
101,222
38,013

Total

16,639

–

327,675

344,314

Floating rate
financial
liabilities
£’000

Fixed rate
financial
liabilities
£’000

Financial
liabilities
not carrying
interest
£’000

Total
£’000

Sterling
Euro
uS dollar
Other

–
–
–
–

–
–
–
–

2,563
63
510
515

2,563
63
510
515

Total

–

–

3,651

3,651

Currency

* The ﬂoating rate ﬁnancial assets of the Fund earn interest at rates based on either lIBOR or base rate.

There were no derivatives held by the Fund during the current year (31.12.2016, (£62,549)).
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12. Commitments and contingent liabilities
undrawn commitments at 31 december were:

RREEF pan-European Infrastructure
KKR mezzanine
uK Energy Efficiency 1A l.p.
pan-European Infrastructure II
European Student Housing Fund
KKR private Credit Opportunities partners II
Strategic partners Offshore Real Assets – Infrastructure II

31.12.2017
£

31.12.2016
£

173,373
123,970
350,339
5,171,055
–
4,117,341
1,857,452

166,718
170,755
418,479
5,386,587
1,607,026
–
–

There were no other commitments or contingent liabilities as at 31 december 2017
(31.12.2016, £nil).
13. unquoted and other investments
At 31 december 2017, 3.08% (31.12.2016, 4.06%) of the value of the Fund was held in units in
the COIF Charities property Fund, 5.44% (31.12.2016, 2.95%) of the value of the Fund in units
of the COIF Charities deposit Fund.
At 31 december 2017 the Fund held 2.50% (31.12.2016, 2.65%) of the COIF Charities property
Fund. The investment in the COIF Charities property Fund may not be readily realisable, as the
manager may impose a period of notice or delay, not exceeding six months, before carrying out
a redemption of units in that Fund, if it is deemed to be necessary to protect the interests of
unitholders of the Fund or to permit properties to be sold to meet a redemption.
14. Board remuneration
The Board members receive no remuneration from the COIF Charity Funds. mrs R norris is a
director of the manager's parent company, CClA Investment management limited (CClA Im)
and received remuneration from CClA Im, which is disclosed in CClA Im's ﬁnancial statements.
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15. Related party transactions
The manager’s periodic charge and fee for ethical and stewardship services are paid to the
manager, a related party to the Fund. The amounts incurred in respect of these charges are
disclosed in note 4. during the year, the Fund also received rebates of management fees for its
holding in the COIF Charities property Fund where management fees are taken to capital as
disclosed in note 2. An amount of £242,718 was due to the manager at 31 december 2017
(31.12.2016, £193,647). There were no other transactions entered into with the manager
during the year.
At 31 december 2017 a cash balance of £23,023,956 (31.12.2016, £10,056,183) was held in
the COIF Charities deposit Fund. during the year, the Fund received interest of £45,627
(31.12.2016, £42,191) from the COIF Charities deposit Fund.
during the year the Fund received rebates of management fees for its deposits in the COIF
Charities deposit Fund where the management fees were charged to revenue as disclosed in note 4.
There is no individual investor holding more than 20% of the Fund.
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16. portfolio transaction costs
For the year ended 31 december 2017:
Value Commissions
£’000
£’000

Analysis of total
purchases costs
Equity transactions
Fund transactions
Inspecie transactions
Corporate actions

143,152
527
2,454
6,187

107
–
–
–

Total

152,320

107

Value Commissions
£’000
£’000

Analysis of total
sales costs
Equity transactions
Bond transactions
Fund transactions
Corporate actions

107,865
764
1,316
3,102

(86)
–
–
–

Total

113,047

(86)

%

Taxes
£’000

%

Total
£’000

0.07
–
–
–

31
–
–
–

0.02
–
–
–

143,290
527
2,454
6,187

31

%

0.08
–
–
–

Taxes
£’000

(1)
–
–
–
(1)

152,458

%

Total
£’000

–
–
–
–

107,778
764
1,316
3,102
112,960

Commissions and taxes as a percentage of average net assets
Commissions
0.06%
Taxes
0.00%
The average portfolio dealing spread, including the effect of foreign exchange, as at the balance
sheet date was 0.32%.
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16. portfolio transaction costs (continued)
For the year ended 31 december 2016:
value Commissions
£’000
£’000

Analysis of total
purchases costs
Equity transactions
Fund transactions
Corporate actions

111,367
892
4,736

83
–
–

Total

116,995

83

value Commissions
£’000
£’000

Analysis of total
sales costs
Equity transactions
Bond transactions
Fund transactions

86,337
3,863
4,485

(76)
–
–

Total

94,685

(76)

%

Taxes
£’000

%

Total
£’000

0.07
–
–

7
–
–

0.01
–
–

111,457
892
4,736

7

%

0.09
–
–

Taxes
£’000

(1)
–
–
(1)

117,085

%

Total
£’000

–
–
–

86,260
3,863
4,485
94,608

Commissions and taxes as a percentage of average net assets
Commissions
0.05%
Taxes
0.00%
The average portfolio dealing spread, including the effect of foreign exchange, as at the balance
sheet date was 0.46%.
For the current year and the comparative year, in the case of equities, commissions and taxes are
paid by the Fund on each transaction. In addition, there is a dealing spread between the buying
and selling prices of the underlying investments. unlike shares, the majority of other types of
investments (such as bonds, funds money market instruments, derivatives) have no separately
identifiable transaction costs; these costs form part of the dealing spread. dealing spreads vary
considerably depending on the transaction value and market sentiment.
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17. unitholders’ funds – reconciliation of units
31.12.2017
Income
Accumulation
units
units

Opening number of units at beginning of year
units issued in year
units cancelled in year
units converted in year

138,608,492
23,812,685
(4,014,071)
242,640

18,117,881
3,356,568
(616,448)
(180,925)

Closing number of units at end of year

158,649,746

20,677,076

All units carry the same rights.
18. Fair value of financial assets and financial liabilities
In respect of financial assets and liabilities other than investments (including investment liabilities),
there is no material difference between their value, as shown on the balance sheet, and their
fair value.
Investments are held at fair value. An analysis of the valuation technique used to derive fair value
of the investments is shown below:
The fair value of investments has been determined using the following hierarchy:
level 1 The unadjusted quoted price in an active market for identical assets or liabilities that the
entity can access at the measurement date.
level 2 Inputs other than quoted prices included above that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly.
level 3 Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.
For the year ended 31 december 2017
Category

Investment Assets

47

1
£’000

2
£’000

3
£’000

Total
£’000

359,438
359,438

15,579
15,579

18,863
18,863

393,880
393,880

Annual Report and Financial Statements

31 december 2017

COIF CHARITIES ETHICAL INVESTMENT FuND

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2017

18. Fair value of financial assets and financial liabilities (continued)
For the year ended 31 december 2016
Category

Investment Assets
Investment liabilities

1
£’000

290,342
–
290,342

2
£’000

19,777
(63)
19,714

3
£’000

15,550
–
15,550

Total
£’000

325,669
(63)
325,606

For financial instruments which have quoted prices for identical instruments in active markets,
those prices are taken to be fair value.
For financial instruments for which the manager uses valuation techniques using observable
market data, the inputs include: prices of recent transactions for identical instruments in inactive
markets; broker quotes; evaluated pricing data from data providers; or prices quoted for closely
similar (but not identical) instruments.
For ﬁnancial instruments for which the manager uses valuation techniques using non-observable
data, the inputs include: valuations from independent experts (which may include discounted cash
ﬂow calculations, or prices based upon income yield); or net asset values which the manager
considers reliable, based upon audit reports and the manager’s own knowledge of the investee entity.
For derivatives, fair value is the price that would be required to close out the contract at the
balance sheet date.
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period ended

date paid/payable

Income units
31 march
30 June
30 September
31 december

31 may
31 August
30 november
28 February

dividends paid/payable
pence per unit
2017
2016

1.91
2.12
1.88
1.88
7.79

2.11
2.12
1.72
1.69
7.64

Revenue accumulated
pence per unit
2017
2016

Accumulation units
31 march
30 June
30 September
31 december
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STATEMENT OF BOARD, DEpOSITARy AND MANAgER RESpONSIBILITIES

Responsibilities of the Board
The Board shall comply with the duty of care
when exercising their powers and discharging
their duties under the Scheme of the Charity
Commission made under the Charities Act 1993
(amended Charities Act 2011), dated 8 October
2009, for the Fund to:
• make and revise the written statement of the
investment objectives of the Fund and ensure
that details of such investment objectives will
be included in the Scheme particulars;
• determine the criteria and methods for
evaluating the performance of the Fund;
• appoint the Auditor of the Fund and agree
their terms of engagement;
• make an annual report on the discharge of the
Board’s responsibilities;
• determine the rate of remuneration of the
depositary and the manager in accordance
with the Scheme and the Scheme particulars;

• inform the Charity Commission promptly
and in writing if the Board is not satisfied
at any time as to the compliance of the
depositary or the manager with the Scheme
or the Scheme particulars.
under AIFmd the Board has acquired certain
additional powers including:
• the duty to inform the FCA promptly if the
Board is not satisﬁed with the compliance of
the depositary or the manager with AIFmd;
• the direct power (without reference to the
Charity Commission) to require the removal
of the manager and the depositary where it
considers for good and suﬃcient reason that a
change of manager or depositary is in the
interests of the participating Charities; and
• granting prior written approval to the manager
should the manager wish to enter into certain
types of investment or a speciﬁc course of
borrowing on behalf of the Fund.

• apply to the Commission for an order to
discharge the depositary from the provisions
of the Scheme and an order to appoint a new
depositary of the provisions of the Scheme
provided that any Board member who has
any interests in the depositary or the new
depositary shall not participate in the Board’s
discussions and decisions on the matter and
shall not be counted in the quorum necessary
for the transaction of such business; and
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Responsibilities of the Depositary
The depositary must ensure that the Fund is
managed in accordance with the Financial Conduct
Authority’s Investment Funds Sourcebook, (“the
Sourcebook”), the Alternative Investment Fund
managers directive (“AIFmd”) (together “the
Regulations”) and the Fund’s Scheme particulars.
The depositary must in the context of its role
act honestly, fairly, professionally, independently
and in the interests of the Fund and its investors.
The depositary is responsible for the
safekeeping of the assets of the Fund in
accordance with the Regulations.
The depositary must ensure that:
• the Fund’s cash ﬂows are properly monitored and
that cash of the Fund is booked into the cash
accounts in accordance with the Regulations;

• the assets under management and the net asset
value per share of the Fund are calculated in
accordance with the Regulations;
• any consideration relating to transactions in the
Fund’s assets is remitted to the Fund within the
usual time limits;
• the Fund’s income is applied in accordance
with the Regulations; and
• the instructions of the Alternative Investment
Fund manager (“the AIFm”) are carried out
(unless they conﬂict with the Regulations).
The depositary also has a duty to take reasonable
care to ensure that the Fund is managed in
accordance with the Scheme particulars in
relation to the investment and borrowing powers
applicable to the Fund.

• the sale, issue, repurchase, redemption and
cancellation of units are carried out in
accordance with the Regulations;
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Responsibilities of the Manager
The manager of the Fund is required by the
Scheme to prepare Financial Statements for
the Fund in accordance with the Statement
of Recommended practice for uK Authorised
Funds (SORp) issued by the Investment
management Association in may 2014. The
manager is required to:

The manager is required to manage and
administer the Fund in accordance with the
Scheme, maintain accounting records and take
reasonable steps for the prevention and detection
of fraud and other irregularities. The depositary
has appointed the manager to act as Registrar to
the Fund.

• select suitable accounting policies that are
appropriate for the Fund and apply them on a
consistent basis;

under AIFmd, the manager has acquired certain
additional responsibilities including, ensuring
compliance with AIFmd and that any delegation
by the manager is in accordance with AIFmd.

• comply with the disclosure requirements of the
Statement of Recommended practice for uK
Authorised Funds (SORp) issued by the
Investment management Association in
may 2014;

Should the manager wish to retire, the manager
can only be discharged from its duties under the
Scheme following the appointment of a
replacement manager who is eligible under
AIFmd to act as manager of the Fund.

• follow generally accepted accounting principles
and applicable accounting standards;
• keep proper accounting records which
enable the manager to demonstrate that the
Financial Statements as prepared comply
with the above requirements;
• make judgments and estimates that are
reasonable and prudent; and
• prepare the Financial Statements on the going
concern basis unless it is inappropriate to
presume this.
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AIFMD DISCLOSuRES

Manager Remuneration
The manager has no employees, but carries out its services through employees of its parent company,
CClA Im.
Recharges for these services are levied in respect of CClA Im’s year ending on 31 march each year.
The recharge for the year to 31 march 2017 was £17,157,000. A recharge of £15,551,000 was levied
in the year to 31 march 2016.
The average number of full time equivalent staﬀ of CClA Im, including temporary staﬀ, for the year
ended 31 march 2017 was 110 (year ended 31 march 2016: 99).
during the year ended 31 december 2017 and the prior year, remuneration was paid to CClA Im staﬀ
as shown below. Totals for staﬀ whose actions have a material impact on the risk proﬁle of the Fund
(“identiﬁed staﬀ ”) are shown separately.
year to 31 December 2017
Variable
remuneration
£’000

Fixed
remuneration
£’000

Identiﬁed staﬀ
Other staff
Total

1,174
8,274
9,448

Fixed
remuneration
£’000

Identiﬁed staﬀ
Other staff
Total

960
2,632
3,592
Year to 31 december 2016
variable
remuneration
£’000

1,132
7,571
8,703

767
2,135
2,902

Total
£’000

2,134
10,906
13,040

Total
£’000

1,899
9,706
11,605

Remuneration above is the total remuneration for CClA Im; it is not possible to separate the element of
that relating only to this fund. The components of remuneration are appropriately balanced and do not
create a conﬂict of interest for the Fund.
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CCLA COIF Charity Funds
The COIF Charity Funds provide a simple and practical way for charities to obtain, at reasonable cost,
professional investment and cash management for their long-term and short-term investments.
A choice of Funds
The six COIF Charity Funds aim to meet most of the investment and deposit needs of charities.
They all have low levels of minimum investment, pay income gross and are supported by strong
customer service.
Investment Fund
• A suitable long-term fund for most charities
• Highly diversified and well-balanced spread
of investments
• designed to deliver rising income and long
term capital growth
• managed to client-driven responsible investment
and uK Stewardship Code principles

Fixed Interest Fund
• Investment in uK government securities and
corporate bonds
• distributing a high level of income
• usually held with other investments such as
equities and cash to give a broad spread of
assets and achieve combined income and
growth objectives

Ethical Investment Fund
• A suitable long-term fund for most charities
• Highly diversified and well-balanced spread
of investments
• designed to deliver rising income and longterm capital growth
• managed to client-driven ethical investment
and uK Stewardship Code principles

property Fund
• The delivery of a good level of income and
capital growth from investment in a portfolio
of uK properties
• A diversified range of office, commercial and
industrial properties
• Actively managed to add value

global Equity Income Fund
• The delivery of a strong total return from
investment in high yielding global equities
• distributing a high and growing level of income
• managed to client-driven responsible investment
and uK Stewardship Code principles

Deposit Fund
• High level of security of capital from a well
diversified range of deposits with strong banks
• Rated AAAf/S1 by Fitch Ratings, reflecting the
high quality of the portfolio
• daily liquidity

The COIF Charity Funds are common investment funds established by the Charity Commission for England
and Wales under Section 24 of the Charities Act 1993. The deposit Fund was established under Section 25 of
the Charities Act 1993. Any charity in the united Kingdom within the meaning of the Charities Act 1993 (as
amended or replaced) may invest in the deposit, Investment, Ethical Investment and Global Equity Income
Funds. Any charity in England and Wales may invest in the Fixed Interest and property Funds. CClA Fund
managers limited is the manager of the Funds. The manager has appointed CClA Investment management
limited as the Investment manager and HSBC Securities Services (uK) limited as Administrator of the Funds.
The value of the investments may fall as well as rise and an investor may not get back the full amount
originally invested.
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