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1. INTRODUCTION  

General Background 

The Chelmsford Diocesan Board of Finance (CDBF) aims to promote, facilitate and assist 
with the work and purposes of the Church of England for the advancement of the Christian 
faith in the Diocese of Chelmsford and elsewhere. The Diocese of Chelmsford was created 
in 1914. It spans the whole of Essex and five boroughs of East London, covering 1,531 
square miles and a population of three million. 

Terminology 
For the purposes of this document, “investment funds” is taken to mean CDBF monies 
invested by professional investment managers in equities, bonds, alternatives, etc. 
“Investments” and “portfolio” in this policy includes investment funds plus land holdings and 
other return-seeking assets, but not operational assets. 

The term “Trustees” refers to the members of the Finance Committee who are legally the Directors 
and Trustees of the CDBF.1  

Financial Background 
The CDBF operates a general fund budget of c£22 million pa. Included within this budget is assumed 
income from investments of c£1.3 million pa.2  

The CDBF faces strategic challenges of a planned reduction in income from the National 
Church to 2025 together with cost pressures resulting from the success in encouraging new 
ministries. The Trustees generally seek to set a balanced general fund budget but reserve 
the right to set surplus or deficit budgets as required. The main challenge to achieving a 
break even outturn on a balanced budget is the shortfall on parish share. To the extent that 
shortfall exceeds and budgeted provision, there is a risk to free general reserves. Sustained 
deficits over a period of time may require capital drawdown to support reserves. 

The asset base has a total value of c£294 million, comprising £242 million of operational 
assets (predominantly parsonage housing), and £52 million of reserves, other 
nonoperational assets, and return-seeking investments. Investments are held in restricted 
and endowment funds. The major categories are: 

· Investment funds mainly comprising the holdings of the stipends fund; expendable 
endowments, managed by professional investment managers. [£37m]

1 Terms of reference for the Finance Committee, including the basis on which its members are elected or appointed, are 
set out at: http://www.chelmsford.anglican.org/uploads/Committee%20Handbook_2015%20-
%202017%20updated.pdf  

2 Budget figures are based on the approved 2018 budget and values of assets are as shown in the approved and audited 
accounts to the year 31 December 2016 
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• The diocesan glebe: historic land and property assets of the church totalling c1,500 
acres, which are treated as an expendable endowment, and subject to certain 
restrictions as set out in the Glebe & Endowments Measure 1976 and the Mission & 
Pastoral Measure 2011. [£8m, held in the stipends fund.] 

• Investment property holdings not governed by the legal restrictions on the glebe, and 
comprising commercial properties and a small number of residential properties 
designated for investment purposes. [£2m, held in the stipends fund.] 

• Permanent endowment: investment funds where the capital is restricted and may not be 
expended. [£2m] 

• Cash reserves: working capital and monies held against expected spend. [£3m.] 

Long term liabilities include finance against operational properties [£7m]. The 

2016 accounts report a 19% total return on investments. 

Investment Powers 

The assets of a charity must be invested in accordance with the governing instrument, the Trustee 
Act 2000 and the Charities Act 2011. 

2. GOVERNANCE  
Investment Committee 

The Trustees have established an Investment Committee to advise the Trustees on 
Investment Policies, management of the Glebe, and alternative investment proposals; to 
implement those policies; and recommend relevant professional advisers. The full terms of 
reference for the Investment Committee are set out in the Committee Handbook.3 The 
Investment Committee has a duty of care to all the funds/Boards/trusts whose assets it 
oversees. 

Relationship between the Investment Committee and Houses Committee 
The terms of reference of these committees are set out in the Committee Handbook. In 
summary the Houses Committee is responsible for (the majority) of operational assets and 
the Investment Committee is responsible for investment/return-seeking assets. 

Specific areas of interface: 
• The Houses Committee shall determine when an operational property is declared 

surplus; the Investment Committee shall take the lead on development of surplus 
property. 

• The Houses Committee shall be responsible for the care and maintenance of 
designated residential investment properties. 

Advisers 

The Investment Committee shall retain professional Investment Managers and Land Agents. 
3 Accessible from http://www.chelmsford.anglican.org/committees/diocesan-synod  
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Authorised Parties 
For each area of investment the Trustees shall agree those authorised to issue instructions 
to Investment Managers and Land Agents. These would normally include senior executives 
and Trustees. Execution of changes to formal investment policies shall require two 
signatures including at least one trustee. 

Reporting 

The Investment Committee shall review the performance of the portfolio per its terms of 
reference, including a more detailed review of a) property and b) investment funds, twice a 
year involving the relevant advisers/managers. 

It should be recognised that the valuation methodologies adopted for accounting purposes 
may not provide for fair comparison for asset allocation purposes. (For example, valuation 
of land holdings for accounting purposes excludes development ‘hope’ value; active 
protected tenants will under value the long term worth of a site.) 

3. OBJECTIVES  

Operational Assets 

Operational assets exist to realise the primary operational purposes of the charity. The Houses 
Committee shall maintain: 

• An annual Estate Plan covering the care of the residential property estate. 
• A record of residential properties not in operational use, and the reasons for which 

such properties are held, with a view to identifying non-operational houses for 
investment purposes and maximising short term rental income 

Investment/Return-Seeking Assets 

The overall objectives are to create sufficient income and capital growth to enable the CDBF 
to carry out its purposes consistently year by year with due and proper consideration for 
future needs and the maintenance and enhancement of the value of assets while they are 
retained. 

The combined portfolio shall deliver the annually required funds to a) support the general 
fund budget and b) support the budget requirements of restricted and designated funds 
including the Board of Education, London-over-the-Border and the houses funds. 

Since the majority of the portfolio is treated as expendable endowment, the portfolio shall 
be operated and compared on a total return basis. This means that the portfolio can be 
managed through the drawdown of income or capital, subject to the restrictions on the 
permanent endowment element of the portfolio. 

For investment funds a target total return of RPI + 3% has been set (where RPI shall be 
taken as the average of the Retail Price Index over the last four quarters). The whole 
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portfolio should also be assessed against this target over a period of 3 years. In addition, 
appropriate industry benchmarks shall be agreed with the relevant managers. 

Any bespoke portfolio should have a specific approved mandate, which should be framed within the 
parameters of this policy. 

Growth of return seeking assets 

Recognising the challenges caused by the changes in national funding arrangements and other 
strategic priorities of the diocese, the Trustees have an aspiration to add a net £10 million to 
total Return Seeking Assets by 2025. This is net of capital required for operational purposes 
including reinvestment in new parsonage housing. 

Ethical considerations 
The CDBF requires its investment assets to be managed in compliance with the Church of England 
ethical guidelines.4  

The Trustees reserve the right to exclude companies that carry out activities contrary to 
their aims or from holding particular investments which might damage the CDBF’s 
reputation. CDBF reserves the right to exercise proxy voting rights. Ethical considerations 
shall form part of the dialogue with the Investment Managers. 

CDBF recognises the societal value of social investments and supports investments in 
social investment products which meet the performance, risk and ethical requirements of 
the policy. Investments which do not meet these criteria should not be material within the 
overall portfolio. It should be noted the portfolio already contains a number of assets 
(generally properties) in this category for historic reasons, such as halls let to uniformed 
organisations, PCCs, etc, where there is a related charitable purpose. The Trustees will 
consider mixed-motive investment proposals which are expected to deliver financial returns 
and further the purposes of the charity. Note: ‘investments’ purely for social or charitable 
purposes should be treated as grants. 

Time horizon 

The CDBF is assumed to be a perpetual charity and is able to take a long term view on 
investments, balanced against the short term needs of the charity for liquidity and resources 
to best realise its operational purposes. This means that the Trustees accept that it will 
sometimes be in the best interests of the charity to plan for contributions from reserves and 
capital towards operating budgets. 

Total return assessments should generally be made over a rolling 3 year period. 

4 http://www.churchofengland.org/about-us/structure/eiag/ethical-investment-policies.aspx  
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4. RISK 

Attitude to risk 
The Trustees recognise that no investment is risk free and that cash depreciates in real 
terms over time with price inflation. It is recognised that a level of risk will need to be taken 
in order to generate capital growth and required funds. 

The Trustees particularly recognise the potential for correlated-risk. The general fund is 
susceptible to risks arising from i) inflation impacts on giving and stipends, and ii) investment 
market performance, notably in the area of pensions contributions and deficit payments. The 
CDBF is not protected by the Financial Services Compensation Scheme for deposits and 
therefore the Trustees are mindful of counter-party risk. 

The Trustees recognise the potential risks associated with fraud and fidelity issues. 

The Trustees review and approve a strategic risk register on an annual basis, following more 
detailed review by the Finance Executive, and the overall risk management strategy is 
described in the Annual Report. 

The Trustees are mindful of their long term liabilities, notably those relating to Pensions and borrowing 
to finance (and secured against) operational properties. 

Risk Management Strategy for Investments 
The following steps are taken in response: 

• Engaging professional advisers 
• Diversified portfolio – diversity across asset classes and within asset classes, looking at 

different levels of both risk and volatility 
• Specifically holding a) classes of assets such as agricultural land which are less 

correlated to market performance, and b) equities to out-perform inflation over the 
long term 

• Taking a defensive position against medium term (1-3 year) liabilities through holding around 
£2m in cash and managing investments accordingly, ensuring that the CDBF is not in the 
positon of being a ‘forced seller’. 

• Protecting investments through holdings via nominee accounts or funds where the 
underlying specie is not dependent on the credit rating of the management institution 

• Maintaining a relationship with more than one of the major high street banks and 
consciously diversify cash holdings across reputable counter-parties 

• Employing good business practices to mitigate risks of fraud, supplemented with internal 
audit activity overseen by an Audit Committee 

• Insuring, where appropriate, against risks 
• Continuing professional development / intelligence gathering for senior executives 

The requirements of the portfolio means that the Trustees recognise that some allocation is 
appropriate to asset classes such as private equity where superior returns may only be 
achievable over an extended period of time. 
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Currency 
The charity operates in pounds sterling; its income and expenditure is in the UK. 
Investment Managers may hold in investments in other currencies as part of their overall strategy, 
subject to any limitations in their individual mandate. 

5. ASSET CLASS STRATEGIES 

The overall portfolio splits into three broad headings: 
i) operational, mainly the operational residential portfolio which can be broadly sized by 

reference to deployment plans, 
ii) the return-seeking portfolio which ought to grow over time if capital is released from 

operational uses and capital drawdown is limited, and 
iii) an intermediate category comprising cash and near cash assets, and miscellaneous 

assets such as closed church buildings where the strategy is to minimise these assets 
over the medium term in favour of increasing the return-seeking portfolio. 

The broad strategy for each asset class is as follows:  

Investment Funds 

Appoint one or more Investment Manager(s) to manage the portfolio on a total return basis 
with a target, currently, of RPI + 3%. Review of investment managers and target every six 
years from the point of being fully invested. Diversify the portfolio through holdings of 
equities, fixed interest and alternatives. The Investment Management Mandate is annexed. 

Permanent Endowment 
The Permanent Endowment is to be managed within the overall arrangements for 
investment funds, subject to maintaining the real value of the capital over the economic 
cycle. 

Glebe land holdings 

The glebe portfolio includes a mixed inheritance. Overall strategy to a) retain a direct 
interest in land (quality land being seen as having long term capital growth potential as well 
as income generating potential not-correlated to the performance of other asset classes), b) 
seek to leverage value through long term development, and c) dispose of less lucrative 
holdings and those where there is no conceivable strategic value over a long time horizon. 

Thus the implications of the strategy over time would likely be to reduce the overall number 
of glebe sites, through sale of small and low value sites and concentration on fewer, larger 
sites. It would also envisage occasional purchase of land holdings. 

Glebe to retain: 
• Indications of development potential, even if that is some considerable way into the future (30 

years) 
• Larger holdings of good compact size and quality making them viable long term 

investments (probably over 50 acres) 
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• High income generating sites 
• Glebe land adjacent to other property holdings, particularly parsonages, where 

combining the land could provide greater potential 
• Holdings on secure tenancies, particularly where there is a likelihood of gaining vacant 

possession to increase rental or sale value 
• Holdings which are particularly sensitive in pastoral terms 

Glebe for disposal: 
• Land with planning consent for development 
• Small areas able command a premium price (e.g. garden extensions) 
• Sites with mediocre income yield and no realistic development potential 
• Small sites requiring disproportionate management effort, with no significant long term 

potential 
• Release of restrictive covenant where this has no detrimental impact on the charity 
• Rent charges which can be capitalised for an attractive price 
• Sites which have a high element of community use (and hence development would be 

highly contentious), where there is potential to capitalise future rent, and future 
development can be protected through covenants or reverter clauses (e.g. cricket 
pitches, scout huts). 

• Agricultural land commanding an exceptional / peak price 

The approach to disposals is generally opportunistic; an annual budget is set for development 
work. From time to time, smaller sites should be reviewed with a view to generating market 
interest. As far as reasonably practicable, overage clauses or covenants on disposals should 
be sought. 

Proposed changes of use that undermine the long term potential of a site should be resisted. 

CDBF is open to proposals from its land agents to acquire additional land holdings where 
a) this enables strategic land assembly which might make other sites more viable for 
development, and b) the long term nature of the investment makes the price attractive, i.e. 
sites with no immediate prospect of development but clear potential over a 20 year time 
horizon. 

Commercial Property 
Direct commercial property holdings deliver worthwhile income, but are susceptible to loss 
of tenants and long term diminution of value as the building reaches the end of its active 
life. The CDBF has no long term desire to hold commercial property directly and the CDBF 
would be open to sale of these properties in a strong market if the price is good. CDBF has 
no plans to increase direct commercial property holdings and expects its investment 
manager(s) to invest in this asset class through an appropriate vehicle. 

Alternatives (directly invested) 
The CDBF is prepared in principle to directly invest a small amount of its capital in 
alternative investments such as business start-ups, provided there is a direct relationship to 
the primary purposes of the charity. It is recognised that such investments may deliver long 
term rewards and the investment also furthers the general purposes of the charity. It is 
expected that such investments would not be material in the overall portfolio, and the 
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Investment Committee should carefully consider the risks associated with each proposal 
and the overall portfolio, together with the staff time/resource commitments, before making 
recommendations to the Trustees. 

Residential Investment Property 

The CDBF recognises that at times when residential rental rates are high, and particularly in 
times when other asset classes appear volatile, there is an advantage in a small holding of 
residential investment property. Because of the CDBF’s large property holding, the marginal 
cost of holding residential investment property is lower than it would be as a standalone 
investment. Taken together, these reasons provide a justification for holding an asset class 
which does not feature in many other charity portfolios. 

Investment grade property must deliver a rental yield of no less than 4% of market value, and the true 
costs of residential investment properties should be recorded and reviewed. 

Properties falling out of operational use should be considered for rental potential (subject 
to the need to realise capital for other property schemes). Properties should also be 
considered for redevelopment potential. Typically, investment residential properties would 
be former operational properties; it is unlikely that the CDBF would actively purchase 
properties for purely investment purposes. Residential investment property should form a 
minority of the total portfolio. 

Operational Residential Property 
Operational residential property is held for primary purposes of the charity. It is to be 
managed to achieve required quality standards at a consistent and efficient average annual 
cost of ownership. 

During clergy vacancies there is now a presumption in favour of letting out residential 
properties provided that i) a minimum six month let can be achieved, ii) the condition of the 
property reaches minimum private rental standards, and iii) the Archdeacon does not 
exercise his/her veto. 

Letting operational properties during vacancies not only delivers valuable income but also 
ensures that i) insurance cover is maintained – it normally lapses after 60 days of non-
occupation, and ii) it ensures there is care for the property and grounds, potentially relieving 
the PCC of the task. While a commercial rent is always the first choice, where a property is 
significantly at risk, a sub-market rent should be considered as a way to protect the 
property. In extremis, use may be made of professional guardians. 

Non-operational residential property, not meeting investment grade 

Residential property without further operational use, and not capable of generating 
investment grade rental yields should be disposed of in order to realise the capital and 
invest it in more lucrative assets. Where there are practical difficulties on disposal, e.g. due 
to restrictive covenant, every effort should be made to find an operational use for these 
properties to free up another property with better return-seeking potential. 

Where properties are let on sub-market rates to PCCs or charities, the value of the difference 
between actual and market rent should be recorded in the general fund as a grant. 
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Closed Churches 
Once a church building has been closed for public worship by means of a pastoral scheme, 
the responsibility for the asset transfers to the CDBF. The strategy for churches closed for 
public worship seeks to minimise the period during which the building stands empty and 
the cost during this period. Subject to the stipulations of the Mission & Pastoral Measure 
2011, the CDBF will seek the best return on the building whether that is through lease or 
sale. Lease or sale to other recognised Christian denominations shall be considered but 
need not take primacy where there are acceptable alternative commercial bids offering a 
better return. The Trustees should consider whether value can be improved through activity 
by the CDBF’s trading company.5  

Cash and funds to meet liquidity requirements 
Assess ordinary working capital requirements and ensure liquid cash accounts to meet these. 
Provide a liquid reserve through a combination of term deposits or ‘cash plus’ ______
investment  
funds operated by a properly appointed investment manager to protect against medium term 
liabilities and provide liquidity for extra-ordinary cash calls (most likely to arise from property or 
school project transactions). 

Debtors: Loans to PCCs 

The CDBF operates a policy of providing access to diocesan loans for PCCs with a record 
of full share payment. The operation of this policy is overseen by the Finance Executive. 
Most loans tend to be below £50k and typically cover timing differences between project 
costs and pledged income or VAT recovery. The interest rate for PCC loans should reflect 
the opportunity cost of capital. For most loans therefore the datum point would be the lost 
interest on cash deposits. For large loans however, it may be more appropriate to consider 
the performance of other investments as the reference point for the opportunity cost of 
capital, particularly where the sum of the loan is beyond the normal cash holdings for the 
CDBF. 

Creditors: long term liabilities 

The Trustees shall remain mindful of their long term liabilities in setting policy and budgets. 
The two main areas of long term liability are a) borrowings to increase the stock of curates 
housing and b) pensions deficits. The Trustees shall periodically evaluate whether servicing 
the liability (deficit payments, interest charges) continues to provide value for money 
compared to release of capital to pay down the liability (where that is possible). 

The Trustees have agreed to maintain a current valuation of the asset base to ensure that the 
balance sheet is fairly represented in lender covenant assessments. 

5 It should be noted that there are calls on elements of the net capital proceeds from sales of closed church buildings 
from the Church Commissioners and Churches Conservation Trust. 
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6. ASSETS HELD BY THE CDBF AS CUSTODIAN TRUSTEE 

The CDBF holds c£14 million in trusts on behalf of PCCs and other related charities. The 
PCCs etc are the Managing Trustees responsible for the management of the investments and 
decisions between deposit and investment holdings etc. The CDBF acts as custodian only, and 
does not provide active management or investment advice to those bodies on whose behalf it 
holds trust funds. These funds are not included on the CDBF’s balance sheet. 

For simplicity of administration the CDBF requests that investments are held with CCLA or 
M&G Charifunds who are institutionally set up to work with such relationships. These 
institutions offer a range of funds to suit most investment objectives. The CDBF reserves 
the right to charge an administration fee on trusts held with other providers. 

The strategy for these funds is to: 
a) Remind Managing Trustees of their responsibilities 
b) Release funds back to Managing Trustees where such funds are not deemed 

permanent endowment 
c) Consolidate or liquidate small trust funds where possible, returning the capital to the 

Managing Trustees 

7. APPROVAL 
This policy was recommended to the Trustees of the CDBF by the Investment Committee on 
7 September 2017 and adopted by the Trustees on 19 October 2017. The policy is next due 
for review no later than January 2021. 
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