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Fact Sheet
Facts and figures

· The funds opened for investment in July 2006 and were suspended on 13 March 2009.

· Around 20,000 UK based investments were made during this period resulting in approximately £391m of investment.

· 380+ claimants have issued proceedings so far and a further 600+ have expressed an interest in joining them.

Structure of funds

All claimants involved in the litigation are investors, either directly or indirectly, of CF Arch cru funds.  The funds consist of two Open Ended Investment Companies (‘OEIC’):

1. Investment Funds.  These were managed under the supervision of Capital Financial Managers (‘CFM’) as the Authorised Corporate Director (‘ACD’);

This fund consisted of two sub-funds:

· CF Arch cru specialist portfolio
· CF Arch cru investment portfolio
2. Diversified Funds which were managed by CFM in September 2007 after taking over from the previous ACD, Insinger de Beaufort (ACD) Limited. 

This fund consisted of four sub-funds:

· CF Arch cru Balanced Funds

· CF Arch cru Finance Funds

· CF Arch cru Global Funds

· CF Arch cru Income Funds

The funds were marketed consistently as ‘cautious managed funds’. 

Investment facts and issues
The investment management role of CF Arch cru funds was delegated to Arch Financial Products LLP (‘AFP’). 
Although AFP had delegated powers, CFM retained responsibility and did not monitor the liquidity of the shares.

The majority of the money was invested in a series of Guernsey incorporated cell companies (the ‘Arch IC’s) which were quoted on the Channel Islands Stock Exchange (‘CISX’). Many were 100% owned by CF Arch cru funds.  The prospectuses for the Arch ICs stressed that they were adventurous, risky and illiquid investments.

AFP was also the investment adviser to the Arch ICs. 
The Claimants allege that the investments made by the Arch ICs were inappropriate and highly speculative. 
Regulatory Censure 

On 26 November 2012, the FSA published a Final Notice which criticised CFM on a number of grounds including that CFM did not conduct its role as ACD to the Funds with due skill, care and diligence; did not organise and control its affairs responsibly and effectively, with adequate risk management systems; and failed to adhere to COLL Regulations.
The claim

The claimants allege that CFM failed to comply with their duties under the COLL Regulations as ACD in seven main respects:

· that the investment management function was wrongfully delegated to AFP, contrary to COLL 6.6;

· that CISX stocks were not a permitted investment in the circumstances, contrary to COLL 5;

· that CFM failed to achieve a prudent spread of risk, contrary to COLL 5.6;

· that CFM failed to institute adequate risk management, contrary to COLL 5.6;

· that CFM failed to ensure that the prospectus properly described the Funds, contrary to COLL 4;

· that CFM failed properly to value the Funds and their units, contrary to COLL 6.3; and

· that when the Diversified Funds were transferred from Insinger de Beaufort to CFM, this was done without appropriate investor approval or notification.

A GLO was made by the Chancery Division of the High Court on 1 November 2013.  This means the individual claims will now be managed as group litigation.

For further information please contact Damon Parker of Harcus Sinclair

damon.parker@harcus-sinclair.co.uk   /   020 7539 4740

