
THE CHURCH IN WALES 
COMMON INVESTMENT FUND 

ANNUAL REPORT & ACCOUNTS 
For the year ended 31st December 2011 



12
91

—
Ju

ly
 2

01
2 

 
Produced by the Church in Wales Publications Department and printed on Carbon balanced materials 



  

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 

THE CHURCH IN WALES 
COMMON INVESTMENT FUND 
 
 
 
ANNUAL REPORTS & ACCOUNTS 
For the year ended 31st December 2011 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



2 

 

THE CHURCH IN WALES 
COMMON INVESTMENT FUND 

 
 
 
 

   
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Content Page 
  

  
Report of the Trustee  

  
3-4 
  

  
Statement of Trustee’s Responsibilities 

  
5 
  

  
Report of the Fund Manager 

  
6 - 7 

  
  
Independent Auditors’ Report 

  
 8 - 9 

  
  
Accounting Policies 

  
   10 

  
  
Accounts and Notes 

  
11 
  

  
Statistical Summaries 

  
12 
  



3 

 
Report of the Trustee 
 
Structure & Management 
The Church in Wales Common Investment Fund is a collective investment scheme that    
was established by the Representative Body, under a scheme approved by the Charity          
Commissioners on 11 December 2008, for the investment of monies belonging to or       
benefiting any charity for which the Representative Body is Trustee. Bequests, parochial  
monies and trusts can therefore be invested in the Fund subject to completion of a trust 
deed appointing the Representative Body as Trustee. 
 
The Representative Body is the Trustee of the Fund, and has appointed its Investment   
Committee to oversee the Fund. Newton Investment Management (Newton) were          
appointed to manage the Fund from January 2010 on a Global Multi Asset basis. The Fund    
is invested in a range of asset classes including UK and overseas equities, global bonds and 
property. 
 
The Fund is managed by the Fund Manager in accordance with an Investment Management 
Agreement, and administered by the staff of the Representative Body. The Investment   
Committee meets four times a year, receives quarterly reports from the Fund Manager,    
and monitors the strategy and performance of the Fund. 
 
Merger of the Former Funds  
With the authorisation of the Charity Commission the former Non-Expendable and         
Expendable Capital Funds were merged on 1 January 2009. The merger took place to reduce 
administrative costs, and provide other benefits associated with the economies of scale of a 
larger single fund, whilst still retaining the characteristics and objectives of the former funds. 
 
Shares in the funds were reallocated based on the market value of the shares as at              
31 December 2008.  
 
Description of the Fund 
Whilst the previous two Funds, the Expendable (Capital) Fund and Non-Expendable (Income) 
Fund have been merged, the underlying characteristics of the individual trusts invested in the 
merged Fund are unchanged i.e. if the terms of the trust state that capital can or cannot be 
expended then this continues to be the case in accordance with the terms appertaining to 
the trust. For the above reason, trusts will continue to be distinguished between expendable 
trusts and non-expendable trusts. In most instances for expendable trusts income is accrued 
and either reinvested or paid out, and for non-expendable trusts income is distributed on a 
quarterly basis.  
 
The Fund is suitable for investment where long-term capital growth and a reasonable level of 
income and income growth are desired. 
 
Investment Objective 
The Fund aims to generate medium to long term capital appreciation, income growth, and   
to at least match the total return of the selected benchmark, without taking undue risk.    
The Fund is predominantly invested in overseas equities as the economic outlook favours 
diversification away from the concentrated UK equity market, which is dominated by a small 
number of large companies.  
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Ethical Investment Policy 
The Fund is invested in accordance with the Ethical Investment Policy of the Church in 
Wales, a copy of which is set out in the annual Report and Accounts of the Representative 
Body of the Church in Wales and is available on the Church in Wales website at 
www.churchinwales.org.uk . 
 
Performance Benchmark 
The performance of the Fund is measured on a total return basis i.e. the combined return 
from income and capital against the WM All Charity Fund Index, and is reported to the     
Investment Committee on a quarterly basis. The WM All Charity Fund Index consists of a 
large number of charity funds and therefore provides a comparison of the Fund’s             
performance against the average return of other charity funds. 
 
Performance in 2011 
The capital value of a share decreased by 4.9% in 2011 from £1.24 to £1.18 per share, and a 
cash distribution of 4.47p per share was made during the year. The Fund produced a total 
return for investors of -1.0%, outperforming the WM All Charity Fund Index return of -2.9%, 
and followed positives returns in 2009 and 2010 of 23.9% and 9.6% respectively.  
 
The total return from the Fund in 2011 was disappointing in absolute terms at -1.0%, and this 
was mainly attributable to negative returns from overseas equities. The Fund however  
represents a medium to long term investment, and performance will continue to be       
monitored by the Investment Committee. 
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Statement of Trustee’s Responsibilities 
 
The Trustee (the Representative Body) is responsible for preparing the Trustee’s Report and 
the financial statements in accordance with applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice). 
 
The law applicable to charities in England and Wales requires the Trustee to prepare financial 
statements for each financial year which give a true and fair view of the state of affairs of the 
Common Investment Fund and of the net revenue, net capital gains and the movement in net 
assets for that period.  
 
In preparing these financial statements, the Trustee is required to: 
 

 select suitable accounting policies and then apply them consistently; 
 observe the methods and principles in the Charities SORP; 
 make judgments and estimates that are reasonable and prudent; 
 state whether applicable accounting standards have been followed, subject to any 

material departures disclosed and explained in the financial statements; and 
 prepare the financial statements on the going concern basis unless it is              

inappropriate to presume that the Fund will continue in business. 
 
The Trustee is responsible for keeping proper accounting records that disclose with         
reasonable accuracy at any time the financial position of the Common Investment Fund and 
enable the Trustee to ensure that the financial statements comply with the Charities Act 
2011, the Charity (Accounts and Reports) Regulations 2008 and the provisions of the trust 
deed. The Trustee is also responsible for safeguarding the assets of the Common Investment 
Fund and hence for taking reasonable steps for the prevention and detection of fraud and 
other irregularities. 
. 
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Report of the Fund Manager  
 
Newton Investment Management commenced management of the Fund from January 2010, 
and provided the following report on investment markets, the economy in 2011, investment 
strategy, and outlook for 2012. 
 
2011 market review 
As a year of revolutions and riots drew to a close, investors found repeated challenges closer 
to home with financial markets remaining volatile. Many of the world’s major financial      
markets posted gains over the fourth quarter, but these gains belied large fluctuations in   
asset prices during the closing months of the year.  
 
Most prominent among the challenges was continued uncertainty about the eurozone      
sovereign debt crisis, and in particular the persistent failure of authorities to tackle it         
effectively. The full implications of the crisis continue to unfold, but already it has caused a 
significant reshaping of European politics. Following earlier changes of administration in     
Ireland and Portugal, unelected governments were appointed in Greece and Italy in          
November, and the UK’s veto of a European Union-wide treaty in December seemed likely 
to alter fundamentally the country’s relationship with the rest of the continent.  
 
The European Central Bank (ECB) placed faith in its three-year ‘long-term refinancing       
operations’, which provided €489 billion in loans to more than 500 banks across the         
eurozone in December, to ease funding constraints across the region. 
 
Throughout this UK government bonds proved to be a ‘safe haven’ for investors and       
produced a return of 15.6% over the year; UK equities (FTSE All Share) produced a return  
of -3.5% and overseas equities returned -6.1% (FTSE World ex UK). Interest rates remained 
low and cash produced a return of 0.6%. 
 
 
Investment strategy 
Whilst government bond yields were unattractive and cash rates remained low; the fund 
maintained a significant weighting to bonds and held cash in order to provide an insurance 
policy against the fear that drove equity markets over the year. Over the long term equities 
remain significantly more attractive than bonds or cash. In 2011 however it was short term 
news flow that drove markets rather than fundamentals. The portfolio (excluding the     
property funds) is invested in direct holdings in both equities and bonds in order to ensure 
compliance with the Church’s ethical policy. To maintain an appropriate risk profile within 
the portfolio, the holdings are diversified by sector, industry, geography and currency. In line 
with Charity Commission advice there is no holding (bar exposure to UK government 
bonds) that exceeds 5% of the value of the portfolio. 
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Outlook 
Authorities in the developed world have put in place a raft of measures to try to tackle the 
challenges associated with their debt-beleaguered economies. However, those measures     
appear merely to have bought time in easing immediate stresses in sovereign debt and bank 
funding markets, rather than to have addressed fundamental issues of solvency and economic 
growth. The precise consequences of policy actions to date are highly uncertain, but as       
authorities run out of options, risks of more disruptive policy decisions (including, for         
example, disorderly defaults, currency devaluations, and exits from the eurozone) seem likely 
to increase.  

The deleveraging (debt repayment) of western economies is likely to be a lengthy process, 
spanning many years. For investors, the implications of deleveraging and its policy responses 
are highly significant. In particular, the financial system has had so much liquidity pumped into 
it that distortions in the normal functioning of asset markets, and in asset prices, have         
appeared. Hazards associated with even the safest government bonds have called into question 
previously held notions of ‘risk-free’ rates, while available returns on some of the highest   
quality assets have been decimated. Risks to investors in the deleveraging world are plentiful; 
credit, counterparty and liquidity risks all assume an importance far exceeding those          
contended with in the years before the global financial crisis. As a result, the prevailing        
environment is one in which slavishly following a financial market index could prove costly; 
instead, it requires the careful sifting of wheat from chaff.  

Being active and flexible, and achieving perspective on the investment landscape, does not 
equate always to getting things ‘right’, or to capitalising on every swing, in short-term         
financial-market sentiment. However, in tandem with a broad perspective on the investment 
landscape, such an approach should allow investors to take advantage of evolving                
opportunities and to withstand volatility in markets.  
 
(Newton Investment Management)  
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Independent Auditors’ Report to the Trustee of                   
the Church in Wales Common Investment Fund 
 
We have audited the financial statements of the Church in Wales Common Investment Fund 
for the year ended 31 December 2011 which comprise the Revenue Account, the Balance 
Sheet, the Accounting Policies and the related notes. The financial reporting framework that 
has been applied in their preparation is applicable law and United Kingdom Accounting    
Standards (United Kingdom Generally Accepted Accounting Practice). 
 
Respective responsibilities of Trustee and Auditors 
As explained more fully in the Trustees’ Responsibilities Statement set out on page 5, the 
trustees are responsible for the preparation of financial statements which give a true and   
fair view.  
 
Our responsibility is to audit and express an opinion on the financial statements in            
accordance with applicable law and International Standards on Auditing (UK and Ireland). 
Those standards require us to comply with the Auditing Practices Board’s Ethical Standards 
for Auditors. 
 
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. 
 
Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and disclosures in the financial state-
ments sufficient to give reasonable assurance that the financial statements are free from ma-
terial misstatement, whether caused by fraud or error. This includes an assessment of: 
whether the accounting policies are appropriate to the charity’s circumstances and have been 
consistently applied and adequately disclosed; the reasonableness of significant accounting 
estimates made by the trustees; and the overall presentation of the financial statements. In 
addition, we read all the financial and nonfinancial information in the Trustees’ Report, the 
Report of the Fund Manager and the Statistical Summaries to identify material inconsistencies 
with the audited financial statements. If we become aware of any apparent material misstate-
ments or inconsistencies we consider the implications for our report. 
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Opinion on financial statements 
 
In our opinion the financial statements: 
 

 give a true and fair view of the state of the charity’s affairs as at 31 December 
2011, and of its net revenue, net capital gains and the movement in net assets  
for the year then ended; 

 
 have been properly prepared in accordance with United Kingdom Generally   

Accepted Accounting Practice; and 
 
 have been prepared in accordance with the requirements of the Charities       

Act 2011 and Regulation 6 of The Charities (Accounts and Reports)             
Regulations 2008. 

 

Matters on which we are required to report by exception 
We have nothing to report in respect of the following matters where the Charities Act 2011 
requires us to report to you if, in our opinion: 
 

 the information given in the Trustees’ Report is inconsistent in any material     
respect with the financial statements; or 

 
 sufficient accounting records have not been kept; or 
 
 the financial statements are not in agreement with the accounting records       

and returns; or 
 
 we have not received all the information and explanations we require for         

our audit. 
 
Kevin Williams (Senior Statutory Auditor) 
For and on behalf of PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
Cardiff 
Date: 18 June 2012 
 
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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Accounting Policies 
 
The financial statements of the Church in Wales Common Investment Fund have been     
prepared on a going concern basis and in accordance with applicable accounting standards   
in the United Kingdom. A summary of the primary accounting policies, which have been    
applied consistently, is set out below. 
 
a) Basis of Preparation 
 
 The Church in Wales Common Investment Fund was established on 11 December 

2008 for the investment of money belonging to or benefiting any charity for which   
the Representative Body is trustee. On 1 January 2009 the Non-Expendable and      
Expendable Capital Investment Funds were merged into the Church in Wales       
Common Investment Fund. The transaction has been accounted for in accordance  
with the principles of merger accounting as set out in FRS 6, on the basis that the    
criteria for such treatment is met. Under the principles of merger accounting the     
assets transferred into the Common Investment Fund on 1 January 2009 have been 
brought in at book value. 

 
b) Investments 
 
 Investments are stated at mid market value at the close of business of the Stock       

Exchange on the reporting date. 
 
c) Accruals 
 
 All income is credited gross on the date it is received, and all expenditure is fully      

accrued. 
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