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rEPOrT OF ThE ACS mANAgEr
for the year ended 31 December 2018

The Financial Statements
We are pleased to present the Annual report and
Financial statements for the CCLA Authorised
Contractual scheme (the Fund) and its only
sub-Fund, the diversiﬁed income Fund for the
year ended 31 december 2018.
The Fund
the Fund is an umbrella-type authorised
contractual scheme (ACs) and is a non-uCits
retail scheme (nurs). For the purposes of the
Alternative investment Fund managers directive
(AiFmd), the Fund qualifies as an Alternative
investment Fund (AiF). it is established by way
of a Co-ownership deed which is binding on
each unitholder, who is deemed to have notice
of it.
Being an umbrella scheme, the Fund is capable
of comprising various sub-Funds and such
sub-Funds may be established from time to
time by the ACs manager with the approval of
the FCA. each sub-Fund is an AiF and a
nurs for the purpose of the regulations.
each sub-Fund is operated as a distinct fund
with its own portfolio of investments. the assets
of a sub-Fund are beneﬁcially owned by the
unitholders as tenants in common and must not
be used to discharge the liabilities of, or meet any
claims against, any person or body other than the
unitholders in that sub-Fund (including the
umbrella and other sub-Funds).
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each sub-Fund will be charged with the
liabilities, expenses, costs and charges of the Fund
attributable to that sub-Fund, and within each
sub-Fund, charges will be allocated between
unit Classes in accordance with the terms of
issue of units of those Classes. Any assets,
liabilities, expenses, costs or charges not
attributable to a particular sub-Fund may be
allocated by the ACs manager in a manner
which it believes is fair to the unitholders
generally. this will normally be pro rata to the
net Asset Value of the relevant sub-Funds.
the investment objective of the Fund is to
invest the property of the Fund with the
aim of spreading investment risk and giving
unitholders the benefit of the results of the
management of that property. the investment
objective and policy of each sub-Fund will be
formulated by the ACs manager at the time of
creation of the relevant sub-Fund, which may
be varied from time to time subject to the
requirements regarding unitholder approval and
FCA consent as set out in the regulations.
Authorised Status
the Fund is an ACs in co-ownership form
authorised by the FCA with effect from
24 october 2016.
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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 (pri) 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/how-weapproach-stewardship-and-ethics.

Ethical investment
the diversified income Fund follows the
ethical investment policy of the CoiF Charities
investment Fund. it avoids investing in
companies, identified by our third-party data
provider (msCi), as being involved in:
• the production of weapons banned by
international treaties (e.g. land mines and
cluster bombs);
• the production of tobacco products; and
• or with signiﬁcant business activity (deﬁned
as 10% of revenue) in the following areas from
either online gambling or the production
of pornography.

CCLA Fund managers Limited
ACs manager
15 April 2019
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STATEmENT OF ThE ACS mANAgEr’S rESPONSibiLiTiES
AND ACS mANAgEr’S STATEmENT
for the year ended 31 December 2018
Statement of the ACS manager’s
responsibilities
the Collective investment schemes sourcebook
of the Financial Conduct Authority requires the
ACs manager (“the manager”) to prepare
financial statements for each accounting period
which give a true and fair view of the financial
position of the Fund at the year end and of the
net income and net gains or losses of the Fund
for the year then ended.
in preparing the financial statements the
manager is required to:
• follow applicable accounting standards;

the manager is required to keep proper
accounting records and to manage the scheme
in accordance with the regulations and the
Co-ownership deed. the manager is responsible
for taking reasonable steps for the prevention and
detection of fraud and other irregularities.
ACS manager’s Statement
We hereby approve the Annual report and
Financial statements of CCLA Authorised
Contractual scheme for the year ended
31 december 2018 on behalf of CCLA
Fund managers Limited in accordance with the
requirements of the Collective investment
schemes sourcebook of the Financial
Conduct Authority.

• make judgements and estimates that are
reasonable and prudent;
• select suitable accounting policies and then
apply them consistently;

m Quicke oBe
director
15 April 2019

• prepare the financial statements on the going
concern basis unless it is inappropriate to
presume that the Fund will continue in
operation for the foreseeable future; and

J Bevan
director
15 April 2019

• comply with the Co-ownership deed and
the statement of recommended practice for
uK Authorised Funds (sorp).
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STATEmENT OF ThE DEPOSiTAry’S rESPONSibiLiTiES
AND DEPOSiTAry’S rEPOrT
for the year ended 31 December 2018
Statement of the Depositary’s responsibilities
in respect of the Scheme
the depositary must ensure that the scheme
is managed in accordance with the Financial
Conduct Authority’s Collective investment
schemes sourcebook, the investment Funds
sourcebook, the Financial services and markets
Act 2000, as amended, the Collective investment
in transferable securities (Contractual scheme)
regulations 2013 (together “the regulations”)
and the Contractual scheme deed and
prospectus (together the “scheme documents”)
as detailed below.

• the scheme’s income is applied in accordance
with the regulations; and

the depositary must in the context of its role act
honestly, fairly, professionally, independently and
in the interests of the scheme and its investors.

• the instructions of the Alternative investment
Fund manager (“the AiFm”) are carried out
(unless they conflict with the regulations).

the depositary is responsible for the
safekeeping of all custodial assets and
maintaining a record of all other assets of the
scheme in accordance with the regulations.

the depositary also has a duty to take
reasonable care to ensure that scheme is
managed in accordance with the scheme
documents and the regulations in relation to
the investment and borrowing powers applicable
to the scheme.

the depositary must ensure that:

• the sale, issue, repurchase, redemption and
cancellation of units are carried out in
accordance with the regulations;
• the value of units of the scheme are calculated
in accordance with the regulations;
• any consideration relating to transactions in
the scheme’s assets is remitted to the scheme
within the usual time limits;

• the scheme’s cash flows are properly
monitored and that cash of the scheme is
booked in cash accounts in accordance with
the regulations;
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STATEmENT OF ThE DEPOSiTAry’S rESPONSibiLiTiES
AND DEPOSiTAry’S rEPOrT
for the year ended 31 December 2018
report of the Depositary
having carried out such procedures as we
consider necessary to discharge our responsibilities
as depositary of the scheme, it is our opinion,
based on the information available to us and the
explanations provided, that in all material respects
the scheme, acting through the AiFm:
(i) has carried out the issue, sale, redemption and
cancellation, and calculation of the price of the
scheme’s units and the application of the
scheme’s income in accordance with the
regulations and the scheme documents, and
(ii) has observed the investment and borrowing
powers and restrictions applicable to the scheme.
the report is given on the basis that no
breaches are subsequently advised to us before
the distribution date. We therefore reserve the
right to amend the report in the light of
such circumstances.

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
15 April 2019

07

Annual report and Financial statements

31 december 2018

CCLA AuThOriSED CONTrACTuAL SChEmE

iNDEPENDENT AuDiTOrS’ rEPOrT
for the year ended 31 December 2018

report on the audit of the ﬁnancial statements
Opinion
in our opinion, CCLA Authorised Contractual
scheme’s financial statements:
• give a true and fair view of the financial
position of the scheme and its sub-Fund as at
31 december 2018 and of the net revenue
and the net capital losses on the scheme
property of the scheme and its sub-Fund for
the year then ended; and
• 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), the statement of recommended
practice for uK Authorised Funds, the
Collective investment schemes sourcebook
and the Contractual scheme deed.
CCLA Authorised Contractual scheme (the
“scheme”) is an Authorised Contractual scheme
(“ACs”) with a single sub-Fund. the ﬁnancial
statements of the scheme comprise the ﬁnancial
statements of its sub-Fund. We have audited the
ﬁnancial statements, included within the Annual
report and Financial statements (the “Annual
report”), which comprise: the balance sheet as
at 31 december 2018; the statement of total
return and 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 scheme 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
isAs (uK) require us to report to you when:
• the Authorised Contractual scheme
manager’s use of the going concern basis of
accounting in the preparation of the financial
statements is not appropriate; or
• the Authorised Contractual scheme manager
has not disclosed in the financial statements
any identified material uncertainties that may
cast significant doubt about the scheme’s or
its sub-Fund’s ability to continue to adopt the
going concern basis of accounting for a
period of at least twelve months from the date
when the financial statements are authorised
for issue.

31 december 2018
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iNDEPENDENT AuDiTOrS’ rEPOrT
for the year ended 31 December 2018

We have nothing to report in respect of the
above matters.
however, because not all future events or
conditions can be predicted, this statement is not
a guarantee as to the scheme’s or the sub-Fund’s
ability to continue as a going concern. For example,
the terms on which the united Kingdom may
withdraw from the european union, are not clear
and it is difficult to evaluate all of the potential
implications on the scheme’s business and the
wider economy.
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 Authorised Contractual scheme
manager is 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.
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
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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.
Statement of the ACS manager’s
responsibilities and ACS manager’s Statement
in our opinion, the information given in
the statement of the ACs manager’s
responsibilities and ACs manager’s statement
for the financial year for which the financial
statements are prepared is consistent with the
financial statements.
Responsibilities for the financial statements and
the audit
Responsibilities of the Authorised Contractual Scheme
Manager for the financial statements
As explained more fully in the statement of the
ACs manager’s responsibilities set out on page 5,
the Authorised Contractual scheme 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 Authorised Contractual
scheme 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.
in preparing the financial statements, the
Authorised Contractual scheme manager is
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iNDEPENDENT AuDiTOrS’ rEPOrT
for the year ended 31 December 2018

responsible for assessing the scheme’s and its
sub-Fund’s ability to continue as a going concern,
disclosing as applicable, matters related to going
concern and using the going concern basis of
accounting unless the Authorised Contractual
scheme manager either intends to wind up or
terminate the scheme or its sub-Fund, or has
no realistic alternative but to do so.

paragraph 4.5.12 of the Collective investment
schemes sourcebook 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.

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.

Other required reporting
Opinion on matter required by the Collective
Investment Schemes sourcebook
in our opinion, we have obtained all the
information and explanations we consider
necessary for the purposes of the audit.

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.
Use of this report
this report, including the opinions, has been
prepared for and only for the scheme’s
unitholders as a body in accordance with
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Collective Investment Schemes sourcebook
exception reporting
under the Collective investment schemes
sourcebook we are also required to report to
you if, in our opinion:
• proper accounting records have not been
kept; or
• the financial statements are not in agreement
with the accounting records.
We have no exceptions to report arising from
this responsibility.

pricewaterhouseCoopers LLp
Chartered Accountants and statutory Auditors
London
15 April 2019
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ACCOuNTiNg POLiCiES
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the following accounting policies apply to all
sub-Funds, where applicable.
(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 (and amended in June 2017) and
the Collective investment management
scheme sourcebook. the ﬁnancial
statements have been prepared under the
historical cost basis, as modiﬁed by the
revaluation of investments.
(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
and bank deposits 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.
11
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Where material, dividends received from
us real estate investment trusts (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. overseas tax recovered is
recorded in the period it is received.
(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.
(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.
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ACCOuNTiNg POLiCiES
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(e) Cash equivalents
interest on deposits in the public sector
deposit Fund (psdF) are reinvested in the
psdF on a monthly basis.
(f) Expenses
please refer to the accounting policies
section of each sub-Fund.
(g) Distributions
please refer to the accounting policies
section for each sub-Fund.
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(h) basis of valuation
Quoted investments are valued at bidmarket values, at 3pm London time, on
the last business day of the accounting
period. the ACs manager is satisfied that
the resultant portfolio valuation is not
materially different from a valuation
carried out at close of business on the
balance sheet date.
(i) Taxation
As the Fund is an umbrella co-ownership
ACs, neither the Fund nor its sub-Funds
are subject to uK tax on income and
capital gains.
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DiVErSiFiED iNCOmE FuND
rEPOrT OF ThE iNVESTmENT mANAgEr
for the year ended 31 December 2018
Diversified income Fund unit Class 1
this class of units is restricted for use by the
CoiF Charities investment Fund. over the year
unit Class 1 achieved a total return of 0.19%
before expenses. this compares with a return of
-3.17% on the benchmark. the return after all
costs and charges was -0.58%. in the year income
of 5.02p was earned, as at 31 december 2018 the
income yield on unit Class 1 was 3.34%.
Diversified income Fund unit Class 2
this class of units is restricted to local authority,
public sector and other exempt investors who
can receive income gross. over the year unit
Class 2 achieved a total return of 0.13% before

expenses. this compares with a return on the
benchmark of -3.17%. the return after all costs
and charges was -0.63%. in the year income of
4.85p was earned, as at 31 december 2018 the
income yield on unit Class 2 was 3.35%.
Diversified income Fund unit Class 3
this class of units is restricted to uK charity
investors. over the year unit Class 3 achieved
a total return of 0.14% before expenses. this
compares with an equivalent return on the
benchmark of -3.17%. the return after all costs
and charges was -0.62%. in the year income of
4.81p was earned, as at the 31 december the
income yield on unit Class 3 was 3.30%.

Total capital and income return

to 31 december 2018

unit Class 1 – unit Class 2 – unit Class 3 –
income
income
income
1 year
1 year
1 year
%
%
%

Performance against market indices (before expenses)
Diversified income Fund
Comparator#

0.19
-3.17

0.13
-3.17

0.14
-3.17

msCi united Kingdom investable market indextm
msCi north Americatm
msCi europe ex uKtm
msCi pacifictm
iBoxx £ Gilts
iBoxx £ non-Gilts

-9.70
0.60
-9.19
-6.39
0.60
-1.51

-9.70
0.60
-9.19
-6.39
0.60
-1.51

-9.70
0.60
-9.19
-6.39
0.60
-1.51

Performance after expenses*

-0.58

-0.63

-0.62

#

Comparator - Composite: msCi uK imi 20%, msCi north America 6.67%, msCi europe ex uK
6.67%, msCi paciﬁc 6.67%, iBoxx £ Gilts 30% and iBoxx £ non-Gilts 30%.
*
net asset value to net asset value plus income re-invested.
source: CCLA.
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DiVErSiFiED iNCOmE FuND
rEPOrT OF ThE iNVESTmENT mANAgEr
for the year ended 31 December 2018
Strategy
the investment objective of the diversified
income Fund is to provide income and the
potential for capital growth over the long-term
from an actively managed diversified portfolio.
to achieve these objectives, the sub-Fund has
maintained a relatively low exposure to fixed
interest investments compared to the
benchmark; we consider this sector to be poor
value at current levels and a weak match to the
sub-Fund’s return objectives. the investments
in the sector are of good quality corporate
bonds with a relatively short period to maturity;
a combination which supports income, but also
helps control potential volatility. equity
weightings are diversified by location and by
sector, there is a high allocation to non-uK
markets. the portfolio is biased towards
companies with robust balance sheets and the
potential to grow independent of broad trends
in economic activity. A feature of the portfolio
is the high allocation to a range of alternative
assets which provide an attractive income yield,
diversification and scope for income and capital
growth in the future. in the third quarter the
sub-Fund adopted a more defensive investment
stance, cutting the equity exposure by profit
taking on holdings which had risen to extended
valuations and by reducing the weighting
towards cyclical areas. this position was
continued in the final months of the year.
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Economic and market review
Growth in the world economy continued in the
year but at a moderating rate. output growth in
the us remained robust but it slowed in europe
and Japan and the rate of expansion in China
also eased, a change which was felt across the
region. inflation remained at relatively low levels
and in fact, showed signs of reducing towards the
end of the year as lower oil costs were reflected
in prices. Against this backcloth monetary policy
normalisation proceeded slowly. the us was the
only economy to see a sustained trend of interest
rate increases, the european Central Bank ended
its quantitative easing programme but only at the
very end of the year.
despite this relatively benign background most
global equity markets gave negative returns as
sentiment deteriorated on fears of a further
slowdown in activity and the uncertainty caused
by concern of a potential trade war. of the major
indices, only the us gave a positive return, of
0.60%. elsewhere values fell, sometimes sharply;
the european index return was -9.19%, the uK
-9.70%. Fixed income returns were broadly ﬂat
but there were gains from property and from
the alternative asset portfolio. the sub-Fund’s
performance was helped by asset allocation, the
move to a more cautious strategic stance and by
stock selection gains in diﬃcult equity markets.
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DiVErSiFiED iNCOmE FuND
rEPOrT OF ThE iNVESTmENT mANAgEr
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Outlook
We expect the current phase of economic
expansion to continue in 2019 although the
pace of expansion is likely to ease again as the
benefits to us activity from tax cuts and
increased government spending gradually fade.
moderate growth and continued low inflation
will mean a slow adjustment to monetary policy;
interest rate rises in the us will be fewer than
previously thought and unchanged borrowing
costs are expected in europe and Japan. market
weakness and volatility towards the end of 2018
has bruised investor confidence and this may
take time to recover; similarly volatility is likely
to remain elevated. however, notwithstanding
this, we expect positive returns overall and
a solid income payment to investors.

J Bevan
Chief investment officer
CCLA investment management Limited
15 April 2019
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DiVErSiFiED iNCOmE FuND
rEPOrT OF ThE iNVESTmENT mANAgEr
for the year ended 31 December 2018
Top ten changes in portfolio composition
Cost
£’000

Purchases:
united states treasury 2.5% 2020
tritax euroBox reit
united states treasury 0.5% 2028
F&C uK real estate investments Limited
Gresham house energy storage Fund
tritax Big Box reit
F&C Commercial property trust
AeW uK reit
medicX Fund
John Laing environmental Assets Group

3,649
2,036
1,769
1,684
1,611
1,512
1,508
1,499
1,496
1,468

proceeds
£’000

Sales:
Fair oaks income Fund
Bilfinger Berger Global infrastructure
international public partnership
nB Global Floating rate income Fund
scottish & southern energy 5% 2018
Blackstone/Gso Loan Financing
telefonica emisiones 5.375% 2018
standard Chartered 7.75% 2018
Citigroup 5.125% 2018
natwest markets 6.625% 2018

915
719
576
569
400
390
365
350
340
325

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 diversiﬁed income 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 diversified income 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 dealing day.
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this fund may invest in countries which could be
subject to political and economic change. the
diversiﬁed income Fund may invest in collective
investment schemes and other assets which may, on
occasions, be illiquid, or invest in assets which are
valued by an external valuer and as such are open
to substantial subjectivity.
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DiVErSiFiED iNCOmE FuND
riSk AND rEwArD PrOFiLE

the european union imposed legislation which sets out detailed guidelines for the calculation of the
risk ratings to be portrayed through a summary risk indicator. it is intended to be a guide to the level
of risk of this product compared to other products. it shows how likely it is that the sub-Fund will
lose money because of movements in markets.

1

2

3

4

Typically lower rewards
(lower risk)

5

6

7
Typically higher rewards
(higher risk)

We have classiﬁed this product as 2 out of 7, which is a low risk class. this rates the potential losses from
future performance at a low level. the summary risk indicator assumes investment in the sub-Fund for
the recommended holding period of three to ﬁve years.
in practice, the risk of the sub-Fund may be signiﬁcantly higher than that represented in the summary
risk indicator. this may include the eﬀect of holding the sub-Fund for less than the recommended
holding period, or if market volatility in the future is higher than that experienced over the past.
the sub-Fund should be considered illiquid as it is not admitted to trading on a secondary market and
no alternative liquidity facility is promoted by the manager or a third party. however, investors can
request redemption at any time and the sub-Fund deals each standard business day. this product does
not include any protection from future market performance so you could lose some or all your investment.
A more detailed description of risk factors that apply to this product is set out in the latest scheme
particulars document available on CCLA’s website or by request.
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31 december 2018

CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
COmPArATiVE TAbLE

Change in net assets per unit
unit Class 1 – income
year ended Period ended
31.12.2018 31.12.2017
£ per unit £ 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:

1.56
0.00
(0.01)
(0.01)
(0.05)
1.50

1.50
0.12
(0.01)
0.11
(0.05)
1.56

0.00

0.00

** For the period from initial subscription on 2 december 2016 to 31 december 2017.
Performance
return after charges
Other information
Closing net asset value (£’000)
Closing number of units
operating charges***
direct transaction costs

(0.64%)

7.33%

49,949
51,957
33,333,334 33,333,334
0.75%
0.77%
0.11%
0.04%

Prices (£ per unit)
highest unit price
Lowest unit price

1.58
1.50

1.60
1.50

this class of units is restricted for use by the CoiF Charities investment Fund.
the return after charges has been calculated in accordance with the statement of recommended
practice for uK Authorised Funds’ prescribed calculation methodology. this is for financial statement
reporting purposes only and differs from the diversified income Fund’s performance disclosed in the
report of the investment manager.
*** operating charges comprise the ACs manager’s periodic charge and other expenses, but before taking
account of rebates (if any), as these only offset charges incurred within the underlying funds. the
percentages above reflect these charges annualised and divided by average net assets for the year/period.
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31 december 2018

CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
COmPArATiVE TAbLE

Change in net assets per unit
unit Class 2 – income
year ended Period ended
31.12.2018 31.12.2017
£ per unit £ 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:

1.50
0.00
(0.01)
(0.01)
(0.05)
1.44

1.50
0.05
(0.01)
0.04
(0.04)
1.50

0.00

0.00

** For the period from initial subscription on 24 march 2017 to 31 december 2017.
Performance
return after charges
Other information
Closing net asset value (£’000)
Closing number of units
operating charges***
direct transaction costs
Prices (£ per unit)
highest unit price
Lowest unit price

(0.67%)

2.67%

72,481
19,706
50,212,343 13,114,657
0.73%
0.77%
0.11%
0.04%

1.52
1.45

1.55
1.49

this class of units is restricted to local authority, public sector and other exempt investors who can
receive income gross.
the return after charges has been calculated in accordance with the statement of recommended
practice for uK Authorised Funds’ prescribed calculation methodology. this is for financial statement
reporting purposes only and differs from the diversified income Fund’s performance disclosed in the
report of the investment manager.
*** operating charges comprise the ACs manager’s periodic charge and other expenses, but before taking
account of rebates (if any), as these only offset charges incurred within the underlying funds. the
percentages above reflect these charges annualised and divided by average net assets for the year/period.
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
COmPArATiVE TAbLE

Change in net assets per unit
unit Class 3 – income
year ended Period ended
31.12.2018 31.12.2017
£ per unit £ 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:

1.51
0.00
(0.01)
(0.01)
(0.05)
1.45

1.50
0.01
0.00
0.01
0.00
1.51

0.00

0.00

** For the period from initial subscription on 1 december 2017 to 31 december 2017.
Performance
return after charges
Other information
Closing net asset value (£’000)
Closing number of units
operating charges***
direct transaction costs
Prices (£ per unit)
highest unit price
Lowest unit price

(0.66%)

0.67%

3,360
2,314,669
0.74%
0.11%

2,006
1,328,160
0.77%
0.04%

1.53
1.46

1.51
1.50

this class of units is restricted to uK charity investors.
the return after charges has been calculated in accordance with the statement of recommended
practice for uK Authorised Funds’ prescribed calculation methodology. this is for financial statement
reporting purposes only and differs from the diversified income Fund’s performance disclosed in the
report of the investment manager.
*** operating charges comprise the ACs manager’s periodic charge and other expenses, but before taking
account of rebates (if any), as these only offset charges incurred within the underlying funds. the
percentages above reflect these charges annualised and divided by average net assets for the year/period.
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31 december 2018

CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
OPErATiNg ChArgES ANALySiS
for the year ended 31 December 2018
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 of the diversiﬁed
income Fund.
2018
%

2017
%

ACs manager’s periodic charge
safe custody fees and depositary fee
other expenses

0.60
0.10
0.04

0.60
0.14
0.03

Total operating charges

0.74

0.77
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO ANALySiS
at 31 December 2018
Portfolio Allocation
Overseas Equities 12.97%
UK Equities 11.45%
Fixed Interest 25.89%
Infrastructure & Operating Assets 15.70%
Property 11.96%
Contractual & Other Income 10.95%
Cash and Near Cash 9.74%
Private Equity & Other 1.34%

breakdown of Equities by Sector

breakdown of Overseas Equities
by geography
north America
developed europe
Asia pacific ex Japan
Japan

7.17%
4.18%
1.38%
0.24%
12.97%

Communication services
Consumer discretionary
Consumer staples
energy
Financials
health Care
industrials
information technology
materials
real estate
utilities

1.46%
1.93%
3.47%
0.34%
3.55%
2.79%
2.10%
2.13%
1.24%
5.05%
0.36%
24.42%

the portfolio analyses above differs from the following portfolio statement because prices used here
are mid-market rather than bid.
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

holding

Fair
value
£’000

% of
total net
assets

26,511
20,759
122,078
8,278
115,690

436
263
246
350
319

0.35
0.21
0.20
0.28
0.25

Consumer Services 0.30% (31.12.2017, 0.00%)
informa

60,776

383

0.30

Consumer Staples 1.31% (31.12.2017, 1.68%)
diageo
reckitt Benckiser
unilever

21,089
7,360
14,977

589
442
615

0.47
0.35
0.49

Energy 0.24% (31.12.2017, 0.20%)
royal dutch shell B

13,117

307

0.24

49,741
118,515
55,592
7,770
38,253

250
378
360
316
536

0.20
0.30
0.29
0.25
0.42

health Care 0.42% (31.12.2017, 0.20%)
Abcam
GlaxosmithKline

3,114
32,935

34
491

0.03
0.39

industrials 1.12% (31.12.2017, 1.30%)
Bunzl
experian
reLX

18,300
20,740
35,975

432
395
582

0.34
0.32
0.46

uNiTED kiNgDOm 15.86% (31.12.2017, 13.10%)
Consumer Discretionary 1.29% (31.12.2017, 0.67%)
Compass Group
Greggs
hostelworld Group
interContinental hotels Group
moneysupermarket.com

Financials 1.46% (31.12.2017, 1.27%)
Beazley
direct Line insurance
hsBC
London stock exchange
prudential
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

holding

Fair
value
£’000

% of
total net
assets

5,996
98,294
6,394
7,920

281
294
239
180

0.22
0.24
0.19
0.14

1,585,550
783,563
1,891,799
1,091,826
1,999,029
1,002,947
1,464,215
2,101,267

837
834
1,958
1,009
1,823
1,111
1,923
1,744

0.66
0.66
1.56
0.80
1.45
0.88
1.53
1.39

materials 0.79% (31.12.2017, 0.79%)
Croda international
ds smith
rio tinto
Victrex
real Estate 8.93% (31.12.2017, 5.45%)
Assura
Civitas social housing
ediston property investment
empiric student property
F&C uK real estate investments Limited
primary health properties reit
tritax Big Box reit
uK Commercial property reit

Telecommunication Services 0.00% (31.12.2017, 0.39%)
utilities 0.00% (31.12.2017, 1.15%)
OVErSEAS EQuiTiES 12.98% (31.12.2017, 16.27%)
DEVELOPED EurOPE 4.20% (31.12.2017, 5.41%)
Consumer Discretionary 0.42% (31.12.2017, 0.27%)
Adidas
LVmh moët hennessy Louis Vuitton

1,279
1,345

209
310

0.17
0.25

Consumer Staples 1.31% (31.12.2017, 1.80%)
Beiersdorf
heineken
L’oreal
nestlé

3,243
7,493
1,699
8,981

265
516
305
567

0.21
0.41
0.24
0.45

Financials 0.43% (31.12.2017, 0.86%)
Cembra money Bank
deutsche Boerse

5,008
2,563

308
239

0.24
0.19
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

holding

Fair
value
£’000

% of
total net
assets

2,662
7,337
1,478

167
488
285

0.13
0.39
0.23

industrials 0.56% (31.12.2017, 1.20%)
Assa Abloy
epiroc A
sGs surveillance

22,619
17,396
152

311
126
266

0.25
0.10
0.21

information Technology 0.53% (31.12.2017, 0.33%)
sAp
tieto Corporation

4,823
13,615

376
286

0.30
0.23

141

254

0.20

NOrTh AmEriCA 7.19% (31.12.2017, 8.53%)
Communication Services 0.41% (31.12.2017, 0.57%)
At&t
Walt disney

14,591
2,193

323
186

0.26
0.15

Consumer Discretionary 0.51% (31.12.2017, 0.29%)
mcdonald’s
starbucks

4,039
1,773

559
89

0.44
0.07

Consumer Staples 0.62% (31.12.2017, 1.50%)
Coca Cola
Colgate-palmolive

12,529
6,797

462
317

0.37
0.25

Financials 1.65% (31.12.2017, 2.10%)
Bank of America
Blackstone
Chicago mercantile exchange
Jp morgan Chase
nAsdAQ omX Group
s&p Global
us Bancorp

14,812
6,869
2,460
5,337
6,421
1,827
6,061

284
163
361
405
407
242
214

0.23
0.13
0.29
0.32
0.32
0.19
0.17

health Care 0.75% (31.12.2017, 0.62%)
diasorin
novartis
roche

materials 0.20% (31.12.2017, 0.33%)
Givaudan
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

holding

Fair
value
£’000

% of
total net
assets

5,216
18,771
3,184
1,850

368
637
392
360

0.29
0.51
0.31
0.29

industrials 0.42% (31.12.2017, 0.64%)
3m Company
honeywell international

1,953
2,303

291
237

0.23
0.19

information Technology 1.08% (31.12.2017, 1.41%)
Accenture
Fidelity national information services
microsoft
texas instruments

3,032
5,101
6,453
1,607

333
404
509
118

0.27
0.32
0.40
0.09

materials 0.24% (31.12.2017, 0.23%)
ecolab

2,691

306

0.24

utilities 0.36% (31.12.2017, 0.41%)
duke energy

6,830

458

0.36

real Estate 0.50% (31.12.2017, 0.29%)
Alexandria real estate equities
prologis

3,274
7,238

292
331

0.23
0.27

JAPAN 0.23% (31.12.2017, 0.56%)
Consumer Staples 0.23% (31.12.2017, 0.26%)
Kao

5,000

289

0.23

ASiA PACiFiC EX JAPAN 1.36% (31.12.2017, 1.77%)
Communication Services 0.49% (31.12.2017, 0.40%)
hKt trust and hKt Ltd
546,000

613

0.49
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

holding

Fair
value
£’000

% of
total net
assets

health Care 0.23% (31.12.2017, 0.27%)
sonic healthcare

23,856

289

0.23

information Technology 0.64% (31.12.2017, 0.80%)
carsales.com
iress market technology
taiwan semiconducter manufacturing Company

29,722
55,735
10,998

179
314
321

0.14
0.25
0.25

266,337
1,481,366
112,603

839
1,840
845

0.67
1.47
0.67

iNFrASTruCTurE & OPErATiNg ASSETS 16.05%
(31.12.2017, 15.58%)
Energy resources & Environment 8.44%
(31.12.2017, 5.83%)
Bluefield solar income Fund
1,602,370
Foresight solar Fund
1,852,756
Greencoat uK Wind
1,709,857
Gresham house energy storage Fund
1,611,386
sdCL energy efficiency income trust
1,276,652
the renewables infrastructure Group
1,411,590

1,963
1,992
2,148
1,644
1,270
1,595

1.56
1.58
1.71
1.31
1.01
1.27

general 1.54% (31.12.2017, 2.71%)
picton property income

2,306,556

1,942

1.54

Social 6.07% (31.12.2017, 5.81%)
GCp student Living
impact healthcare reit
medicX Fund
target healthcare reit
triple point social housing reit

1,148,652
728,195
2,543,082
1,484,883
1,748,893

1,705
743
1,882
1,581
1,721

1.35
0.59
1.50
1.26
1.37

Consumer Discretionary 0.00% (31.12.2017, 0.30%)

PriVATE EQuiTy & OThEr 2.81% (31.12.2017, 1.57%)
Other 0.00% (31.12.2017, 0.50%)
Private Equity 2.81% (31.12.2017, 1.07%)
Bmo private equity trust
F&C Commercial property trust
princess private equity

27

Annual report and Financial statements

31 december 2018

CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

holding

Fair
value
£’000

% of
total net
assets

PrOPErTy 5.70% (31.12.2017, 2.43%)
Aberdeen standard european Logistics income
AeW uK reit
John Laing environmental Assets Group
tritax euroBox plc

1,909,316
2,159,226
1,439,407
1,959,203

1,938
1,922
1,511
1,802

1.54
1.53
1.20
1.43

CONTrACTuAL & OThEr iNCOmE 10.89%
(31.12.2017, 15.36%)
Alcentra european Floating rate income Fund
Blackstone mortgage trust
Blackstone/Gso Loan Financing
Chenavari Capital solutions
dp Aircraft
GCp Asset Backed income Fund
GCp infrastructure investments
hadrians Wall secured investments
hipgnosis songs Fund
rm secured direct Lending
sequoia economic infrastructure income Fund
sQn Asset Finance income Fund – C shares
sQn Asset Finance income Fund

1,379,646
33,641
759,867
396,903
1,259,110
1,975,900
1,654,944
1,474,583
983,808
1,047,892
615,844
877,473
580,000

1,371
836
512
304
1,003
2,055
2,095
1,393
1,048
1,048
699
781
559

1.09
0.66
0.41
0.24
0.80
1.63
1.67
1.11
0.83
0.83
0.56
0.62
0.44

FiXED iNTErEST 25.70% (31.12.2017, 23.17%)
gilts 2.59% (31.12.17, 0.00%)
uK treasury 0.75% 2023
uK treasury 2.75% 2024
uK treasury 2% 2025

£1,000,000
£1,000,000
£1,100,000

993
1,099
1,171

0.79
0.87
0.93

£300,000
£500,000
£500,000
£400,000
£400,000
£300,000
£500,000
£380,000
£300,000

300
491
535
395
439
333
492
437
296

0.24
0.39
0.42
0.31
0.35
0.26
0.39
0.35
0.23

Non-gilts 23.11% (31.12.2017, 23.17%)
Abbey national treasury service 1.875% 2020
ABn Amro Bank 1.375% 2022
Apple 3.05% 2029
AsB Finance 1% 2020
AXA 7.125% 2020
Bank of America 6.125% 2021
Bank of nova scotia 1.25% 2022
Bank of scotland 9.375% 2021
Banque Federative du Credit mutuel 1.375% 2021
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

Non-gilts (continued)
Barclays Bank 9.5% 2021
Barclays Bank 2.375% 2023
Bnp paribas 2.375% 2019
British telecom 8.625% 2020
Bupa Finance 3.375% 2021
Chorus 6.75% 2020
Citigroup 5.15% 2026
Close Brothers Group 3.875% 2021
Close Brothers Group 2.75% 2023
Coventry Building society 6% 2019
Coventry Building society 1.875% 2023
daimler 2.75% 2020
deutsche pfandbriefbank 1% 2020
dexia Credit Local 1.125% 2022
dexia Credit Local 2.125% 2025
ee 4.375% 2019
eversholt rail Group 5.831% 2020
Fidelity international 6.75% 2020
Glencore Finance (Canada) 7.375% 2020
heathrow Funding 6% 2020
inG Bank 5.375% 2021
international Bank for reconstruction
and development 1% 2022
Japan Finance organisation for municipalities 5.75% 2019
London stock exchange 9.125% 2019
LVmh moët hennessy Louis Vuitton 1% 2022
marks and spencer 6.125% 2019
metropolitan Life Global Funding i 1.625% 2022
morgan stanley 2.625% 2027
national Australia Bank 0.875% 2020
national Australia Bank 1.875% 2020
nestle holdings 1.75% 2020
network rail infrastructure 3% 2023
places for people 2.875% 2026
prologis 2.25% 2029
prudential 11.375% Vrn 2039
rabobank 2.25% 2022
rCi Banque 3% 2019
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holding

Fair
value
£’000

% of
total net
assets

£310,000
£500,000
£75,000
£80,000
£500,000
£100,000
£500,000
£450,000
£500,000
£50,000
£400,000
£158,000
£300,000
£500,000
£600,000
£360,000
£100,000
£325,000
£136,000
£100,000
£400,000

358
485
76
87
520
106
582
467
496
52
386
160
297
494
612
362
107
349
146
105
434

0.28
0.39
0.06
0.07
0.41
0.08
0.46
0.37
0.39
0.04
0.31
0.13
0.24
0.39
0.49
0.29
0.09
0.28
0.12
0.08
0.35

£500,000
£400,000
£200,000
£500,000
£325,000
£750,000
£500,000
£350,000
£350,000
£400,000
£400,000
£500,000
£500,000
£310,000
£800,000
£250,000

497
411
211
492
336
745
493
346
351
403
433
485
468
322
812
251

0.40
0.33
0.17
0.39
0.27
0.59
0.39
0.28
0.28
0.32
0.34
0.39
0.37
0.26
0.65
0.20
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
POrTFOLiO STATEmENT
at 31 December 2018

Non-gilts (continued)
reLX 2.75% 2019
skandinaviska enskilda 1.25% 2022
skipton Building society 1.75% 2022
sky 2.875% 2020
southern Gas 4.875% 2020
southern Water 6.125% 2019
svenska handelsbanken 1.625% 2022
swedbank 1.25% 2021
thames Water utilities Cayman Finance 2.375% 2023
uBs AG London 1.25% 2020
uBs AG Jersey 6.375% Vrn 2024
us treasury 2.5% 2020
us treasury 0.5% 2028
Virgin money 2.25% 2020
Volkswagen Financial services 2.75% 2020
Walgreens Boots Alliance 2.875% 2020
Westpac Banking 5% 2019

holding

Fair
value
£’000

% of
total net
assets

£400,000
£500,000
£500,000
£361,000
£235,000
£375,000
£500,000
£500,000
£550,000
£400,000
£330,000
£4,811,100
£2,343,200
£375,000
£158,000
£532,000
£350,000

401
491
480
369
250
379
496
492
534
397
342
3,754
1,789
375
160
541
360

0.32
0.39
0.38
0.29
0.20
0.30
0.39
0.39
0.42
0.32
0.27
2.98
1.42
0.30
0.13
0.43
0.29

FOrwArD CurrENCy CONTrACTS (0.19%) (31.12.2017, 0.00%)
Buy euro2,512,765 & sell GBp2,235,934
12
Buy GBp2,197,715 & sell euro2,512,765
(50)
Buy GBp4,566,291 & sell usd6,012,435
(120)
Buy GBp4,596,339 & sell usd6,021,434
(97)
Buy usd6,077,763 & sell GBp4,739,551
(2)
Buy usd5,956,106 & sell GBp4,630,058
12
iNVESTmENT ASSETS
112,958
NET OThEr ASSETS
TOTAL NET ASSETS

12,832
125,790

0.01
(0.04)
(0.10)
(0.07)
0.00
0.01
89.80
10.20
100.00

during the period, certain holdings in the portfolio were re-classed due to GiCs sector changes in
the comparator.
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CCLA AuThOriSED CONTrACTuAL SChEmE

DiVErSiFiED iNCOmE FuND
STATEmENT OF TOTAL rETurN
for the year ended 31 December 2018

Note

income
net capital (losses)/gains
revenue
expenses
net revenue before taxation
taxation
net revenue after taxation
Total (deficit)/return before distributions
distributions
Change in net assets attributable to
unitholders from investment activities

2
3
4
5

year ended
31.12.2018
£’000
£’000

period ended*
31.12.2017
£’000
£’000

(4,293)
3,359
(734)
2,625
(25)

6

2,168
2,142
(517)
1,625
(23)

2,600
(1,693)
(3,196)

1,602
3,770
(1,999)

(4,889)

1,771

STATEmENT OF ChANgE iN NET ASSETS ATTribuTAbLE TO uNiThOLDErS
for the year ended 31 December 2018

Opening net assets attributable to unitholders
Amounts receivable on issue of units
in-specie transaction
dilution levy
Change in net assets attributable to
unitholders from investment activities
Closing net assets attributable to unitholders

year ended
31.12.2018
£’000
£’000

period ended*
31.12.2017
£’000
£’000

73,669

–

56,788
–

21,726
50,000
56,788
222

71,726
172

(4,889)
125,790

1,771
73,669

the notes on pages 33 to 45 and the distribution tables on page 46 form part of these ﬁnancial statements.

* For the period from initial subscription on 2 december 2016 to 31 december 2017.
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bALANCE ShEET
at 31 December 2018

Note

ASSETS
Fixed assets:
investments
Current assets:
debtors
Cash equivalents
Cash and bank balances
Amounts held for forward contracts
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
8

9

31.12.2018
£’000
£’000

31.12.2017
£’000
£’000

113,227

63,537

601
12,503
626
250

426
9,718
531
–
13,980
127,207

10,675
74,212

269

–

126
1,022

77
466
1,148
1,417
125,790

543
543
73,669

the financial statements on pages 31 to 46 have been approved by the ACs manager.

Approved on behalf of the ACs manager
15 April 2019

m Quicke oBe, director
CCLA Fund managers Limited

Approved on behalf of the ACs manager
15 April 2019

J Bevan, director
CCLA Fund managers Limited

the notes on pages 33 to 45 and the distribution tables on page 46 form part of these ﬁnancial statements.
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NOTES TO ThE FiNANCiAL STATEmENTS
for the year ended 31 December 2018
1.

Accounting policies
please see pages 11 and 12 for accounting basis and policies applicable to all sub-Funds. please see
below for accounting basis and policies applicable to the diversiﬁed income Fund only.
(a) Basis of preparation
the diversiﬁed income Fund is exempt from preparing a statement of cash ﬂows under Frs 102
as substantially all of the diversiﬁed income Fund’s investments are highly liquid, substantially all
of the diversiﬁed income Fund’s investments are carried at market value and the diversiﬁed
income Fund provides a statement of changes in net assets.
(b) Expenses
during the year, the ACs manager’s annual management charge (“AmC”), paid to the ACs
manager, was taken to the capital of the diversified income Fund before distribution. the fee is
based on a fixed percentage of the value of the diversified income Fund and was 0.60% during
the year/period. no VAt is charged on the AmC. the AmC is calculated by reference to the
daily net Asset Value of the diversified income Fund.
For unit Class 1, the ACs manager agreed to rebate one quarter of the AmC for two years from
the date of investment to investors who invested prior to the ﬁrst anniversary of the launch of
unit Class 1.
For unit Class 2, the ACs manager agreed to rebate one quarter of the AmC for two years from
the date of investment to investors who invested prior to the end of the month in which the ﬁrst
anniversary of the launch of unit Class 2 fell.
For unit Class 3, the ACs manager agreed to rebate one quarter of the AmC for one year from
the date of investment to investors who invested prior to 31 march 2018.
the depositary fee, audit, legal, safe custody fees and insurance fees are charged separately to the
revenue of the diversiﬁed income Fund before distribution.
(c) Distributions
the policy of the diversiﬁed income Fund is to distribute all available revenue, excluding any
items treated as capital and after deduction of expenses chargeable against revenue.
distributions are declared and paid quarterly.
it is the diversiﬁed income Fund’s policy to calculate the distribution based on the revenue on
debt securities which is computed on an eﬀective yield basis.
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NOTES TO ThE FiNANCiAL STATEmENTS
for the year ended 31 December 2018
1.

Accounting policies (continued)
distributions received by the diversiﬁed income Fund from other collective investment schemes
may include equalisation, which is taken to capital and does not form part of the diversiﬁed
income Fund’s distribution.

2.

Net capital (losses)/gains
31.12.2018
£’000

the net capital (losses)/gains during the year/period comprise:
realised (losses)/gains on non-derivative securities
unrealised (losses)/gains on non-derivative securities
realised gains on forward currency contracts
unrealised losses on forward currency contracts
Currency realised losses
sdrt income

3.

(728)
(3,357)
–
(245)
(1)
38

131
2,008
24
–
(7)
12

(4,293)

2,168

revenue

uK dividends
overseas dividends
interest on debt securities
indirect property income
deposit interest
Bank interest

34

31.12.2017
£’000
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31.12.2018
£’000

31.12.2017
£’000

582
1,661
388
636
85
7

384
1,254
304
177
18
5

3,359

2,142
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DiVErSiFiED iNCOmE FuND
NOTES TO ThE FiNANCiAL STATEmENTS
for the year ended 31 December 2018
4.

Expenses

payable to the ACs manager, associates of the
ACs manager and agents of either of them:
ACs manager’s periodic charge – see note 1(b)

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

other expenses:
Audit fee
other fees
total expenses

31.12.2018
£’000

31.12.2017
£’000

596

397

596

397

50
54

54
48

104

102

16
18

14
4

34

18

734

517

Audit fee net of VAt is £10,150 (31.12.2017, £10,855).
the above expenses include VAt where applicable.
5.

35

Taxation
the diversified income Fund is exempt from uK income and Capital Gains tax pursuant to part
11 Chapter 3 of the Corporation tax Act 2010. distributions are paid, and reinvested revenue
credited gross to unitholders 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.
31.12.2018
£’000

31.12.2017
£’000

overseas taxation suffered in the year/period

25

23

total taxation

25

23
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NOTES TO ThE FiNANCiAL STATEmENTS
for the year ended 31 December 2018
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

deduct: revenue received on issue of units

31.12.2018
£’000

31.12.2017
£’000

613
804
997
1,022

532
537
526
466

3,436

2,061

(240)

(62)

net distribution for the year/period

3,196

1,999

net revenue after taxation for the year/period
manager’s periodic charge – see note 1(b)

2,600
596

1,602
397

net distribution for the year/period

3,196

1,999

details of the distribution per unit are set out in the distribution tables on page 46.
the ACs 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/period and deducted from capital.
there were no unclaimed distributions as at 31 december 2018 (31.12.2017, £nil).
7.

Debtors

Accrued revenue
sdrt reclaim receivable
overseas tax recoverable
income tax recoverable
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31.12.2018
£’000

31.12.2017
£’000

511
50
30
10

391
11
15
9

601

426
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NOTES TO ThE FiNANCiAL STATEmENTS
for the year ended 31 December 2018
8.

Cash equivalents, cash and bank balances
31.12.2018
£’000

31.12.2017
£’000

12,503

9,718

Cash and bank balances – cash at bank

626

531

Amounts held for forward currency contracts

250

–

31.12.2018
£’000

31.12.2017
£’000

121
5

77
–

126

77

Cash equivalents – cash in the public sector deposit Fund

9.

Other creditors

Accrued expenses
sdrt reclaim fee payable

10. Financial instruments
Fair value
securities held by the diversified income Fund are valued at bid-market value. Bid-market value
is considered to be a fair representation of the amount repayable to unitholders should they wish
to sell their units. other financial assets and liabilities of the diversified income Fund are
included in the balance sheet at their fair value.
the main risks arising from the diversified income 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/period.
Market price risk
this is an actively managed fund which invests mainly in uK and overseas equities and fixed
interest investments. investors are thus exposed to market price risk, which can be defined as the
uncertainty about future price movements of the financial instruments the diversified income
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 diversified income Fund is invested in. the diversified income Fund seeks to minimise the
risks by holding a diversified portfolio of investments in line with it’s investment objectives. risk
is monitored at both the asset allocation and stock selection levels by the ACs manager on a
regular basis.
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10. Financial instruments (continued)
Market price risk (continued)
At 31 december 2018, if the price of the investments held by the diversified income 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 £5,648,000 (31.12.2017, £3,177,000).
Credit risk
the diversiﬁed income Fund’s transactions in securities expose it to the risk that the counterparty
will not deliver the investment for a purchase, the cash for a sale or the settlement amounts for
forward currency contracts. to minimise this, the diversiﬁed income Fund only deals with an
approved list of brokers maintained by the ACs manager and has employed collateral arrangements
for forward currency contracts.
Portfolio composition by credit rating
rating category

AAA
AA
A
BBB
non investment grade
not rated (debentures/preference shares)

31.12.2018
% Fund

31.12.2017
% Fund

18.6
40.1
28.2
13.1
–
–

–
11.2
36.0
48.2
–
4.6

Liquidity risk
Financial instruments held by the diversified income Fund, excluding short-term debtors and
creditors, are made up of uK and overseas equities, fixed interest stocks, unit trusts, 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 diversified income Fund to meet
the payment of any redemption of units that unitholders may wish to make.
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10. Financial instruments (continued)
Currency risk
the diversiﬁed income 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 diversiﬁed
income Fund. the diversiﬁed income 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 2018, 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 £252,000 (31.12.2017, £167,000).
the total foreign currency exposure at 31 december was:

Currency

Australian dollar
danish krona
euro
hong Kong dollar
Japanese yen
norwegian krone
swedish krona
swiss franc
us dollar
Total

monetary
exposures
£’000

31.12.2018
Nonmonetary
exposures
£’000

Total
£’000

–
3
10
–
2
5
–
16
95

781
–
4,029
613
289
–
438
2,168
16,752

131

25,070

monetary
exposures
£’000

31.12.2017
nonmonetary
exposures
£’000

total
£’000

781
3
4,039
613
291
5
438
2,184
16,847

–
1
9
–
1
4
–
7
31

482
307
3,766
519
409
312
174
1,240
9,466

482
308
3,775
519
410
316
174
1,247
9,497

25,201

53

16,675

16,728

the Fund held derivatives relating to forward currency contracts valued at (£245,000) as at
31 december 2018 (31.12.2017, £nil).
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10. Financial instruments (continued)
Interest rate risk
the majority of the diversified income Fund’s financial assets are equities which neither receive
interest nor have maturity dates. the diversified income 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 ACs 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.
As at 31 december 2018, it is estimated that a 1% movement in interest rates would result in an
opposite movement of £1,083,000 (31.12.2017, £365,000) in the value of the ﬁxed interest portfolio.
the total exposure at 31 december 2018 was:

Currency

Fixed rate
financial assets
£’000

Financial assets
not carrying
interest
£’000

Total
£’000

euro
sterling
us dollar
other

–
14,528
1,789
–

–
25,636
3,754
–

6,287
73,179
20,684
4,315

6,287
113,343
26,227
4,315

Total

16,317

29,390

104,465

150,172

Floating rate
financial
liabilities
£’000

Fixed rate
financial
liabilities
£’000

Financial
liabilities
not carrying
interest
£’000

Total
£’000

euro
sterling
us dollar

–
–
–

–
–
–

2,248
12,754
9,380

2,248
12,754
9,380

Total

–

–

24,382

24,382

Currency
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10. Financial instruments (continued)
Interest rate risk (continued)
the total exposure at 31 december 2017 was:

Currency

Floating rate
financial assets*
£’000

Fixed rate
financial assets
£’000

Financial assets
not carrying
interest
£’000

total
£’000

euro
sterling
us dollar
other

–
10,960
–
–

–
16,358
–
–

3,775
30,166
9,497
3,456

3,775
57,484
9,497
3,456

total

10,960

16,358

46,894

74,212

Currency

Floating rate
financial
liabilities
£’000

Fixed rate
financial
liabilities
£’000

Financial
liabilities
not carrying
interest
£’000

total
£’000

sterling

–

–

543

543

total

–

–

543

543

* the floating rate financial assets of the diversified income Fund earn interest at rates based on either
LiBor or base rate.

All financial liabilities are due to be settled within one year or on demand.
11. Commitments and contingent liabilities
there were no other commitments or contingent liabilities as at 31 december 2018
(31.12.2017, £nil).
12. related party transactions
the AmC is paid to the ACs manager, a related party to the diversiﬁed income Fund. the amount
incurred in respect of this charge is disclosed in note 4. An amount of £65,341 was due to the ACs
manager at 31 december 2018 (31.12.2017, £34,778). there were no other transactions entered
into with the ACs manager during the year/period.
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12. related party transactions (continued)
At 31 december 2018, a cash balance of £12,502,983 (31.12.2017, £9,718,201) was held in
the public sector deposit Fund (psdF), which is managed by CCLA investment management
Ltd (CCLA im). during the year/period, the diversified income Fund received interest of
£84,782 (31.12.2017, £18,195) from psdF and all of the interest was reinvested in the psdF.
At 31 december 2018, the CoiF Charities investment Fund, which is also managed by the ACs
manager, held 39.83% (31.12.2017, 69.77%) of the value of the diversified income Fund.
13. Portfolio transaction costs
For the year ended 31 december 2018
Value Commissions
£’000
£’000

Analysis of total
purchases costs
equity transactions
Bond transactions
Corporate actions

46,063
19,804
1,860

28
–
–

Total

67,727

28

Value Commissions
£’000
£’000

Analysis of total
sales costs
equity transactions
Bond transactions
Corporate actions
Total

9,429
4,030
237

(7)
–
–

13,696

(7)

%

Taxes
£’000

%

Total
£’000

0.06
–
–

73
–
–

0.16
–
–

46,164
19,804
1,860

73

67,828

%

Taxes
£’000

%

Total
£’000

0.07
–
–

–
–
–

–
–
–

9,422
4,030
237

–

13,689

Commissions and taxes as a percentage of average net assets
Commissions
0.04%
taxes
0.07%
the average portfolio dealing spread, including the eﬀect of foreign exchange, as 31 december 2018
was 0.69%.
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13. Portfolio transaction costs (continued)
For the period ended 31 december 2017
Value
£’000

Commissions
£’000

%

taxes
£’000

%

total
£’000

Analysis of total
purchases costs
equity transactions
Bond transactions
Corporate actions
in-specie transactions

15,827
12,088
1,097
41,233

8
–
–
–

0.05
–
–
–

16
–
–
–

0.10
–
–
–

15,851
12,088
1,097
41,233

total

70,245

8

Value
£’000

Commissions
£’000

Analysis of total
sales costs
equity transactions
Bond transactions
Corporate actions

4,884
3,163
328

(4)
–
–

total

8,375

(4)

16

70,269

%

taxes
£’000

%

total
£’000

0.08
–
–

–
–
–

–
–
–

4,880
3,163
328

–

8,371

Commissions and taxes as a percentage of average net assets
Commissions
0.02%
taxes
0.02%
the average portfolio dealing spread, including the effect of foreign exchange, as at 31 december
2017 was 0.50%.
in order to protect existing investors from the effects of dilution, portfolio transaction costs
incurred as a result of investors buying and selling units in the Fund are recovered from those
investors through a ‘dilution levy’ to the price they pay or receive.
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13. Portfolio transaction costs (continued)
For the current year and the comparative period, in the case of equities, commissions and taxes
are paid by the diversified income Fund on each transaction. in addition, there is a dealing spread
between the buying and selling prices of the underlying investments. unlike equities, the majority
of other types of investments (such as bonds, 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.
14. unitholders’ funds – reconciliation of units
unit Class 1 –
income

31.12.2018
unit Class 2 –
income

unit Class 3 –
income

opening number of units at beginning of year
units issued in year

33,333,334
–

13,114,657
37,097,686

1,328,160
986,509

Closing number of units at end of year

33,333,334

50,212,343

2,314,669

All units carry the same rights.
15. Fair value of financial assets and financial liabilities
in respect of financial assets and liabilities other than investments, 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 the 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.
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15. Fair value of financial assets and financial liabilities (continued)
For the year ended 31 december 2018
1
£’000

Category

investment assets
investment liabilities

2
£’000

3
£’000

Total
£’000

90,195
–

23,032
(269)

–
–

113,227
(269)

90,195

22,763

–

112,958

1
£’000

2
£’000

3
£’000

total
£’000

46,296

17,241

–

63,537

46,296

17,241

–

63,537

For the period ended 31 december 2017
Category

investment assets

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 ACs 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.
16. Comparatives
the comparative period is for the period from the date of initial subscription on 2 december
2016 to 31 december 2017.
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period ended

unit Class 1 – income
31 march
30 June
30 september
31 december

period ended

unit Class 2 – income
31 march
30 June
30 september
31 december

period ended

unit Class 3 – income
31 march
30 June
30 september
31 december

date paid/payable

31 may
31 August
30 november
28 February

date paid/payable

31 may
31 August
30 november
28 February

date paid/payable

31 may
31 August
30 november
28 February

dividends paid/payable
pound per unit
2018
2017

0.01204
0.01403
0.01200
0.01215

0.01595
0.01319
0.01209
0.01006

0.05022

0.05129

dividends paid/payable
pound per unit
2018
2017

0.01158
0.01343
0.01175
0.01174

0.00135
0.01271
0.01174
0.00976

0.04850

0.03556

dividends paid/payable
pound per unit
2018
2017

0.01139
0.01332
0.01168
0.01169

n/a*
n/a*
n/a*
0.00165

0.04808

0.00165

* unit Class 3’s initial subscription was on 1 december 2017.
the distributions for all units were paid in the same year, apart from the distribution declared on
31 december which is payable on 28 February in the subsequent year.
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ACS manager remuneration
the ACs manager has no employees, but delegates the performance of its service to employees of its
parent company, CCLA Fund managers Ltd, CCLA im.
recharges for these services of CCLA im to the manager are levied in respect of CCLA im’s year
ending on 31 march each year. the recharge for the year to 31 march 2018 was £22,700,000. A
recharge of £17,157,000 was levied in the year to 31 march 2017.
the average number of full time equivalent staff of CCLA im, including temporary staff, for the year
ended 31 march 2018 was 121 (year ended 31 march 2017, 110).
during the year to 31 december 2018 and the prior period, 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 ended 31 December 2018
Fixed
Variable
remuneration remuneration
Total
£000
£000
£000

identified staff
other staff

1,155
8,744

1,267
3,113

2,422
11,857

Total

9,899

4,380

14,279

Period ended 31 December 2017
Fixed
Variable
remuneration remuneration
Total
£000
£000
£000

identified staff
other staff
Total

1,268
8,951

960
2,632

2,228
11,583

10,219

3,592

13,811

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 AuThOriSED CONTrACTuAL SChEmE

ACS manager
CCLA Fund managers Limited
Both CCLA Fund Managers Limited and CCLA Investment
Management Limited have the same address
investment manager and registrar
CCLA investment management Limited
senator house, 85 Queen Victoria street
London
eC4V 4et
telephone: 0207 489 6000
Client service:
Freephone: 0800 022 3505
email: clientservices@ccla.co.uk
www.ccla.co.uk
Both CCLA Fund Managers Limited and CCLA Investment
Management Limited are authorised and regulated by the
Financial Conduct Authority
Administrator
hsBC securities services (uK) Limited
1-2 Lochside Way
edinburgh park
edinburgh
eh12 9dt
Authorised and regulated by the Financial Conduct Authority
Executive Directors of the ACS manager
m Quicke, oBe (Chief executive)
J Bevan (Chief investment officer)
A mcmillan (Chief operating officer) –
retired 19 november 2018
e sheldon (Chief operating officer) –
appointed 19 november 2018
FCA approval granted 4 december 2018
A robinson, mBe (director market development)

Fund Manager
J Bevan
Company Secretary
J Fox
Head of Operational Risk, Internal Audit and Compliance
s Forrest (resigned 31 January 2018)
r plumridge (from 31 January 2018)
Head of Ethical and Responsible Investment
J Corah
Third Party Advisors
Custodian and Depositary
hsBC Bank plc
8 Canada square
London
e14 5hQ
Banker
hsBC Bank plc
60 Queen Victoria street
London
eC4n 4tr
Solicitor
Farrer & Co LLp
66 Lincoln’s inn Fields
London
WC2A 3Lh
Independent Auditor
pricewaterhouseCoopers LLp
7 more London riverside
London
se1 2rt

Non-Executive Directors of the ACS manager
r horlick
C Johnson (from 8 June 2018)
G newson (from 29 october 2018)
r norris (resigned 17 october 2018)
t salmon, oBe (resigned 1 January 2019)
J tattersall
r Williams (resigned 8 June 2018)
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CCLA Fund managers Limited
senator house, 85 Queen Victoria street, London eC4V 4et
t: 0800 022 3505 e: clientservices@ccla.co.uk
www.ccla.co.uk

CCLA Fund managers Limited (registered in england and Wales no. 8735639) and CCLA investment management Limited (registered in england and Wales no. 2183088)
are authorised and regulated by the Financial Conduct Authority. registered address: senator house, 85 Queen Victoria street, London, eC4V 4et.
printed on 100% post consumer waste and is certiﬁed by the Forest stewardship Council (FsC).

