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Summary and highlights 

Results 

The Directors present their Annual Report and audited financial statements for the year 

to 31 August 2016. 

The results of Retail Charity Bonds plc (the “Company”) are set out on page 11.  The 

articles of the Company do not permit the payment of a dividend. 

Key performance indicators 

The Company has no specific key performance indicators.  It is monitored against the 

original performance model and it is thus expected to break even. 

Chairman’s statement 

The Directors of Retail Charity Bonds plc are pleased to have approved the issue of a 

further bond in this year to the Charities Aid Foundation. Each member of the Board 

continues to give his or her time pro bono in order to support this important initiative 

and provide charities with access to the retail bond market, and we are grateful to all of 

them for their contribution. 

Performance this year has been in line with expectations and we look forward to working 

with further charities in the coming year. 

Business model and strategy 

The Company is a special purpose vehicle created by Allia Limited, a national charity and 

social finance specialist. The Company has been established for the purpose of issuing 

bonds and lending the proceeds to UK charities to enable them to deliver their charitable 

mission. It will not engage in any other business activity. 

The Board has established two committees: 

1. The Review Committee is responsible for reviewing all loans to be made by the 

Company, recommending them to the Board for approval, considering the risk 

disclosures that will be required in relation to the charity and for recommending 

to the Board for approval any bond issues and the particular disclosures to be 

made in the relevant prospectus. 

2. The Audit Committee is responsible for the Company’s relationship with its 

external auditors, including advising the board on selection and remuneration, 

and for reviewing the operation of its internal controls as carried out on its behalf 

by Allia Impact Finance Limited (“Allia IFL”). 

On 12 April 2016 the Company issued £30,000,000 5.000% bonds due 2021, including 

£10,000,000 of retained bonds, secured on a loan to Charities Aid Foundation (“CAF”).  

The cost of issuing the bond was £276,000 leaving a net balance of £19,724,000, which 

was advanced to CAF through a security trust arrangement with Prudential Trustee 

Company Limited. 
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The costs of issue are amortised over the term of the bond using the effective interest 

rate method, resulting in an effective interest rate of 5.18%.  CAF is liable to the 

Company for both the bond coupon and the issue costs under the terms of the loan 

advance agreement. 

The Company has appointed Allia IFL as origination manager to identify further suitable 

charity borrowers who would benefit from being able to access finance through a retail 

bond. 

Financial risk management 

The Company’s operations expose it to a variety of financial risks that include the effects 

of interest rate risk, liquidity risk and credit risk.   

Interest rate risk 

As at 31 August 2016 100% of the Company’s debt was on fixed rate terms.  There is no 

intention to repay any debt prior to maturity; therefore any movement in the market 

value of debt due to changes in interest rates is not deemed material to the ongoing 

operations of the Company. 

Liquidity risk 

The Company actively lends the full amount of the loans it itself borrowed, thus it has 

assets to fully offset its liabilities and interest receivable to offset its interest payable. 

Credit risk 

The Company is reliant on the interest paid on its loans to fund the interest owing to 

bondholders. The Company’s rights to receive payments from the borrowers under the 

loans and certain related assets under the issue documents for the bonds (the “Charged 

Assets”) are charged as security for the benefit of the investors in each of the bonds.  

As each bond prospectus stipulates that the obligations of the Company to pay amounts 

due on the bond are limited to the Charged Assets, the bondholders do not have 

recourse to any general assets of the Company and the risk of default by the borrowers 

is fully borne by the investors in the bonds. 

Operational risks 

Since the Company has no employees, it relies entirely on Allia IFL to provide 

management and administrative services. Any disruptions in the servicing arrangements 

could have an adverse effect on the Company. Having considered the complexity and 

volume of the transactions and the capability of Allia IFL, this risk is judged to be low. 

Future outlook 

The Directors are satisfied with the results in the year and expect future performance to 

continue on the same basis. 

The Company expects to issue further bonds in the next twelve months. 








































