COLUMBIA
THREADNEEDLE

INVESTMENTS

Your success. Our priority.

ANNUAL REPORT AND AUDITED FINANCIAL STATEMENTS
THREADNEEDLE SPECIALIST INVESTMENT FUNDS ICVC
APRIL 2017

THREADNEEDLE
SPECIALIST INVESTMENT FUNDS ICVC

COLUMBIATHREADNEEDLE.COM



Threadneedle Specialist Investment Funds ICVC Annual Report and Audited Financial Statements April 2017

Contents

Company Information* 2 Portfolio Statements*:

Authorised Corporate Director’s Report 3 UK Mid 250 Fund 162
Notes to the Annual Report and Financial Statements for Ethical UK Equity Fund 163 - 164
Threadneedle Specialist Investment Funds ICVC 4-5 UK Extended Alpha Fund 165 — 166
UK Mid 250 Fund 6-11 UK Equity Alpha Income Fund 167
Ethical UK Equity Fund 12=17 K Absolute Alpha Fund 168 - 163
UK Extended Alpha Fund 18-28  Apsolute Return Bond Fund 170-172
UK Equity Alpha Income Fund 2-2 Sterling Medium and Long-Dated Corporate Bond Fund 173 -177
UK Absolute Alpha Fund 30-38 Sterling Short-Dated Corporate Bond Fund 178 -183
Absolute Return Bond Fund 39-47 UK Fixed Interest Fund 184
Sterling Medium and Long-Dated Corporate Bond Fund 48 —52 UK Index Linked Fund 185
Sterling Short-Dated Corporate Bond Fund 53-59 Target Return Fund 186
UK Fixed Interest Fund 60-65  pan European Focus Fund 187 -188
UK Index Linked Fund 86-M  pan European Equity Dividend Fund 189190
Target Return Fund 12-1  American Extended Alpha Fund 191-192
Pan European Focus Fund 80 - 86 US Equity Income Fund 193 - 194
Pan European Equity Dividend Fund 87-93 China Opportunities Fund 195196
American Extended Alpha Fund %4-100 Global Emerging Markets Equity Fund 197-199
US Equity Income Fund 101 -108 Emerging Market Local Fund 200 - 202
China Opportunities Fund 109114 Global Extended Alpha Fund 203 - 205
Global Emerging Markets Equity Fund 115-122 Global Equity Income Fund 206 — 208
Emerging Market Local Fund 1B-130 Giobal Opportunities Bond Fund 209-214
Global Extended Alpha Fund 131-138 Performance Summary* 215- 216
Global Equity Income Fund 139-151  Risk and Reward Profiles* 217-219
Global Opportunities Bond Fund 152 - 159 Important Information® 220 — 227
Diretos AGD)Responsibitos g0 Do’ -
Statement of the Depositary’s Responsibilities and *These pages, together with the investment reports of the individual funds comprise the
Report of the Depositary 160 Authorised Corporate Director’s Report.

Independent Auditors’ Report 161




Threadneedle Specialist Investment Funds ICVC Annual Report and Audited Financial Statements April 2017

Company Information

Company
Threadneedle Specialist Investment Funds ICVC (the Company)
Registered Number 1000232

Registered Office
Cannon Place, 78 Cannon Street, London EC4N 6AG

Director
There is a sole director, the Authorised Corporate Director (the ACD),
which is Threadneedle Investment Services Limited.

Board of Directors of the ACD

K Cates (non-executive)

T Gilbanks (Resigned from the Board on 31 March 2017)
D Jordison

D Kremer (Appointed to the Board on 22 July 2016)

A Roughead (non-executive)

L Weatherup (Appointed to the Board on 11 July 2016)



Threadneedle Specialist Investment Funds ICVC Annual Report and Audited Financial Statements April 2017

Authorised Corporate Director’s Report

The ACD, Threadneedle Investment Services Limited, has pleasure in
presenting the Annual Report and Financial Statements for Threadneedle
Specialist Investment Funds ICVC for the 12 months to 30 April 2017.

The Target Return Fund ceased trading on 28 February 2017. Accordingly
the going concern basis of preparation is no longer appropriate for this
sub-fund and its financial statements have been prepared on a basis other
than going concern.

We hope that you find the report informative. Should you require any further
information regarding any aspect of your investment, or about our other
products, we would be pleased to help. Alternatively, you may find it helpful
to visit columbiathreadneedle.com for further information about Columbia
Threadneedle Investments.

Thank you for your continued support.

Y

i -,__“\-"El l-\.JI-" J_‘_L l/\_g_f '-.-"*:;I' i

L Weatherup
Director

DIRECTORS’ STATEMENT

In accordance with the requirements of the Financial Conduct Authority’s
Collective Investment Schemes (COLL) Sourcebook, we hereby certify
the Annual Report and Financial Statements for each of the funds listed
on page 1 (contents page) on behalf of the directors of Threadneedle
Investment Services Limited.

L Weatherup D Jordison
Director Director
26 July 2017
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Notes to the Annual Reports and Financial Statements for
Threadneedle Specialist Investment Funds ICVC

Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1

ACCOUNTING POLICIES

(a) Basis of accounting

(b

(c

(d

(e

The financial statements have been prepared on the historical cost basis, as
modified by the revaluation of investments, in compliance with FRS 102 and
in accordance with the Statement of Recommended Practice for Authorised
Funds (SORP) issued by the Investment Management Association in May 2014.
The Target Return Fund ceased trading on 28 February 2017. Accordingly the
going concern basis of preparation is no longer appropriate for this sub-fund
and its financial statements have been prepared on a basis other than going
concern. No adjustments were necessary in the sub-fund's financial statements
to reduce assets to their realisable values, to provide for liabilities arising from
the termination or to reclassify fixed assets and long-term liabilities as current
assets and liabilities. The comparative financial information for the year ended
30 April 2016 has been prepared on a going concern basis.

Basis of valuation of investments

The investments of the funds are valued at fair market prices at 12 noon of the
accounting period (UK time). Investments are stated at their fair value which
generally is the bid valuation of each security.

These bid values are sourced from independent pricing sources; to the extent
thatan independent pricing source is not available then quotes are obtained from
a broker. Where the ACD deems that these valuations are unrepresentative of a
fair valuation of the security, a fair valuation adjustment is applied based upon
the ACD’s opinion of fair value.

The last dealing pointin the year has been used for the purposes of preparing the
report & financial statements and in the ACD’s opinion there has been no material
movements in the funds between the last dealing point and close of business on
the balance sheet date.

There is no material difference between the value of the financial assets and
liabilities, as shown in the balance sheet, and their fair value.

Derivatives are valued based on counterparty valuations, appropriate pricing
models and the ACD’s opinion of fair value.

The Fair Value of Collective Investment Schemes (CIS) holdings is the bid price
for authorised unit trusts and the quoted price for open-ended investment
companies and offshore funds.

Exchange rates

Assets and liabilities expressed in foreign currencies atthe end of the accounting
period are translated into sterling atthe exchange rates ruling at 12 noon (UK time),
being the valuation point on the last working day of the accounting period.
Transactions denominated in a foreign currency are translated into sterling at the
exchange rates ruling at the date of the transaction.

Derivatives

The returnin respect of any derivative transaction is treated as capital or revenue
depending on the motive and circumstances of the transaction. Where positions
are undertaken to protect or enhance capital the returns are capital and where
they are generating or protecting revenue the returns are revenue. Where
positions generate total returns the returns are apportioned between capital
and income to reflect the nature of the transaction. Ongoing premiums on credit
default swaps are charged or credited to revenue/expenses on an accruals
basis, depending on whether protection is bought or sold.

Any capital gains/losses are included within net capital gains/(losses) and any
revenue or expense is included within revenue or interest payable and similar
charges respectively in the statement of total return.

Derivative revenue and expense are netted off for the purposes of disclosure.
The net balance is disclosed within either the revenue or interest payable and
similar charges note depending on whether the balance is in a net revenue or
expense position respectively.

The revenue return element in respect of futures is calculated by reference to the
quoted yield of the index upon which the future is based compared to LIBOR. The
revenue so calculated may represent revenue or expenses in a fund’s financial
statements, in accordance with whether the fund has held a netlong or short position,
when considering the accounting period as a whole. The revenue or expense position
is reversed where LIBOR exceeds the quoted yield of the relevant index.

Cash held at future brokers as margin is reflected separately within “Cash and
bank balances”.

Recognition of revenue

Revenue is included in the Statement of Total Return on the following bases:
Dividends on quoted equities and preference shares are recognised when the
security is traded ex-dividend.

Dividends, interest and other income receivable include any withholding taxes
but exclude any other taxes such as attributable tax credits.

Special dividends are treated as either revenue or capital depending on the facts
of each particular case.

Stock dividends are recognised as revenue on the basis of the market value of
the shares at the date they are quoted ex-dividend.

(f)

(g

(h)

(i)

(i)

Interest on debt securities and bank and short-term deposits is recognised on
an earned basis.
In the case of debt securities any difference between acquisition cost and
maturity value is recognised as revenue over the life of the security using the
effective yield basis of calculating amortisation.
Dividends and distributions from collective investment schemes are recognised
when the security is quoted ex-dividend.
Underwriting commission is recognised when the issue takes place, except
where the fund is required to take up all or some of the shares underwritten, in
which case an appropriate proportion of the commission is deducted from the
cost of those shares.
Underwriting commission is treated as revenue except for the proportion that is
deducted from the cost of shares, which is capital.
Equalisation on distributions received is treated as a repayment of capital and
deducted from the cost of the investment.
Dividends from U.S. Real Estate Investment Trusts (REITs) include a capital element.
Upon receipt, a provision equivalent to 30% of the dividend is made in capital. On
an annual basis, once the actual information has been published in the market,
the provision will be amended to reflect actual split between capital and revenue.
Treatment of expenses (including management expenses)
All expenses other than those relating to the purchase and sale of investments,
are included in expenses, in the Statement of Total Return. Expenses are
recognised on an accrual basis and include irrecoverable VAT where appropriate.
In addition, the ACD is entitled to receive a performance fee in the event of
the NAV per share of the Fund outperforming the relevant benchmark index, in
respect of the following funds:

American Extended Alpha Fund

Global Extended Alpha Fund

UK Absolute Alpha Fund

UK Extended Alpha Fund
Any fees arising as a result of outperformance are transferred to capital. The
performance fee is only chargeable at the end of any Performance Period
i.e. 31 December, and will be paid within one month of that date. If no performance
fee has been charged since the launch of the Share Class, no performance
fee will be payable until such time as there is an Excess Return and there is a
performance fee accrual at the end of the Performance Period.
Further details including the relevant benchmark index, can be found within the
“Expenses” note of the individual funds.
Fee rebate
In addition to any direct charge for management fees within the funds, there would
occur, in the absence of a rebate mechanism, an indirect charge for management
fees in respect of investments in other Threadneedle funds. Any such target funds
themselves bear a management fee, which reduces the values of those funds
from what they otherwise would be. The rebate mechanism operates to ensure
that investors in the funds bear only the fee validly applicable to them. Depending
upon the ACD's treatment of management fees within the underlying funds, where
management fees are taken to capital, any rebate is classified as a capital item and
does not form part of the amount available for distribution.
Allocation of r and exp to multiple share classes
The allocation of revenue and expenses to each share class is based upon the
proportion of the fund’s capital net assets attributable to each share class, on the
day the revenue is earned or the expense is suffered.
Revenue equalisation, annual management charge and registration fees are
specific to each share class.
Allocation of return on hedged share classes
Hedged share classes allow the ACD to use currency hedging transactions to
reduce the effect of exchange rate fluctuations between the Reference Currency
or Reference Currencies and the Hedged Currency (for further definitions refer
to page 221). Where undertaken, the allocation of return in relation to hedging
transactions is applied in respect of that hedged share class only.
Deferred tax
Deferred tax liabilities are provided in full in respect of all items for which
recognition falls in different accounting periods for accounting and taxation
purposes and deferred tax assets are recognised to the extent that they are
considered recoverable.
Further analysis of the deferred tax assets can be found within the financial
statements of the individual funds.

DISTRIBUTION POLICIES

(a) Inaccordance withthe Collective Investment Schemes Sourcebook, where the
revenue from investments exceeds the expenses and taxation for any share
class, a distribution will be made from that share class. Should expenses and
taxation exceed revenue for any share class, there will be no distribution for
that share class and a transfer from capital will be made to cover the shortfall.
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Notes to the Annual Reports and Financial Statements for
Threadneedle Specialist Investment Funds ICVC

Notes to the financial statements
(continued)

Revenue attributable to Accumulation shareholders is retained at the end of
each distribution period and represents a reinvestment of revenue.

(b) Where distributions are unclaimed for a period of six years these are brought
back into the relevant fund as capital.

(c) The ACD's charges in respect of the following funds are added back for the
purpose of determining the amount available for distribution:
Emerging Market Local Fund
Global Equity Income Fund
Pan European Equity Dividend Fund
UK Equity Alpha Income Fund
US Equity Income Fund

(d) In addition to the ACD charge, all other expenses of the US Equity Income
Fund are added back for the purpose of determining the amount available for
distribution.

(e) When a transfer is made between the revenue and capital of the same

share class marginal tax relief is not taken into account when determining
the distribution. Marginal tax relief is only taken into account where the
transfer of benefit is between the revenue and capital property of at least
two different share classes of the fund.

(f) Any fees arising as a result of outperformance are added back for the
purpose of determining the amount for distribution.

RISK MANAGEMENT POLICIES

In pursuing their investment objectives, the funds may hold a number of financial
instruments. These financial instruments comprise securities, derivatives and
other investments, cash balances, debtors and creditors that arise directly from
the funds’ operations, for example, in respect of sales and purchases awaiting
settlement, amounts receivable for creations and payable for cancellations and
debtors for accrued revenue.

The funds may also enter into a range of derivative transactions whose purpose
is efficient portfolio management. In addition the funds only executes derivative
contracts where both the derivative instrument and the counterparty have been
approved by the ACD.

The ACD has a Risk Management Policy (RMP*), which is reviewed by the
Depositary. The processes detailed within are designed to monitor and measure
as frequently as appropriate the risk of the funds’ underlying investments,
derivative and forward positions and their contribution to the overall risk profile
of the funds. The RMP document is also provided to the Financial Conduct
Authority (FCA). The ACD reviews (and agrees with the Depositary) policies for
managing each of these risks as summarised below.

The main risks arising from financial instruments and the ACD’s policies for
managing these risks are stated below. These policies have been consistent
for both the current and prior period to which these financial statements relate.

Market price risk

Market price risk arises mainly from uncertainty about future prices of financial
instruments held. It represents the potential loss the funds might suffer through
holding market positions in the face of price movements. This means the value of
aninvestor’s holding may go down as well as up and an investor may not recover
the amount invested. Bond funds hold a range of fixed interest instruments which
may be difficult to value and/or liquidate.

Investors should consider the degree of exposure of these funds in the context
of all their investments.

The fund’s investment portfolios are exposed to market price fluctuations, which
are monitored by the ACD as per the policies as set out in the Prospectus.

The investment guidelines and investment and borrowing powers set out in
the Instrument of Incorporation, the Prospectus and in the Financial Conduct
Authority’s Collective Investment Schemes Sourcebook describe the nature of
the market price risk to which the fund will be exposed.

The value of the investment can fall as well as rise and investors might not get
back the sum originally invested, especially if investments are not held for the
long term.

The ACD meets regularly to consider the asset allocation of the portfolio in order
to minimise the risk associated with particular industry sectors whilst continuing
to follow the investment objective. An individual fund manager has responsibility
for monitoring the existing portfolio selected in accordance with the overall asset
allocation parameters and seeks to ensure that individual stocks also meet the
risk reward profile that is acceptable.

The investment guidelines and investment and borrowing powers are set out in
the instrument of incorporation and the prospectus.

Liquidity risk

Liquidity risk is the risk that the funds cannot raise sufficient cash to meet its
liabilities when due. One of the key factors influencing this will be the ability to sell
investments at, or close to, the fair value without a significant loss being realised.

*The RMP is available on request from the client services team contact details on
page 228.

Under normal circumstances, the funds will remain close to fully invested.
However, where circumstances require: either because a view of illiquid
securities markets or high levels of cancellations in the funds, the funds may
hold cash and/or more liquid assets.

Temporary higher liquidity levels may also arise during the carrying out of a
change in asset allocation policy, or following a large issue of shares.

The ACD manages the funds’ cash to ensure they can meet their liabilities. The
ACD receives daily reports of issues and cancellations enabling the ACD to raise
cash from the funds’ portfolios in order to meet redemption requests. In addition
the ACD monitors market liquidity of all securities, with particular focus on the
Floating Rate Note (FRN) market, seeking to ensure the funds maintain sufficient
liquidity to meet known and potential redemption activity. Fund cash balances are
monitored daily by the ACD and Administrator.

Where investments cannot be realised in time to meet any potential liability, the
funds may borrow up to 10% of their value to ensure settlement. All of the funds”
financial liabilities are payable on demand or in less than one year.

In exceptional circumstances the ACD, with the prior agreement of the
Depositary, may suspend dealing for a period of 28 days which may be extended
further with FCA approval. The ACD may also, in certain circumstances, require a
redeeming shareholder, in lieu of payment, to be transferred property of the fund.

Credit risk/Counterparty risk

Credit risk is the risk that the counterparty in a financial transaction will fail to
fulfil their obligation or commitment. Credit risk arises from three main sources.
Firstly, the possibility that the issuer of a security will be unable to pay interest and
principal in a timely manner. Secondly, for asset backed investments (including
FRNs) there is the possibility of default of the issuer and default in the underlying
assets meaning that the fund may not receive back the full principal originally
invested. Thirdly, there is counterparty risk, which is the risk that the counterparty
will not deliver the investment for a purchase, or cash for a sale after the fund
has fulfilled its responsibilities, which could result in the funds suffering a loss.
In order to manage credit risk the funds are subject to investment limits for
issuers of securities. Issuer credit ratings are evaluated periodically and an
approved issuer list is maintained and monitored. In addition the funds only buy
and sell investments through brokers which have been approved by the ACD
as an acceptable counterparty and limits are set and monitored to cover the
exposure to any individual broker. Changes in brokers financial ratings are
periodically reviewed.

The funds may invest in what are considered riskier bonds (below investment
grade, i.e., credit ratings lower than BBB-). This brings the potential for increased
risk of default and could affect both the income and the capital value of the fund.
Further details can be found in the portfolio statement of the individual funds.

Interest rate risk

Interest rate risk is the risk that the value of the funds’ investments will fluctuate
as a result of changes in interest rates. The fund invests in floating rate securities.
The income of these funds may be affected by changes in interest rates relevant
to particular securities or as a result of the ACD being unable to secure similar
returns on the expiry of contracts or sale of securities. The value of fixed interest
securities may be affected by interest rate movements or the expectation of such
movements in the future.

Interest receivable on bank deposits or payable on bank overdraft positions will
be affected by fluctuations in interest rates.

The interest rate risk profile for a fund is shown in the notes to the financial
statements, contained within the full financial statements.

Currency risk

Foreign currency risk is the risk that the value of the funds’ investments
will fluctuate as a result of changes in foreign currency exchange rates. For
those funds where a proportion of the net assets of the fund are denominated
in currencies other than the fund's base currency, the balance sheet can be
affected by movements in exchange rates. The ACD monitors the foreign
currency exposure of the funds and may seek to manage exposure to currency
movements by using forward exchange contracts or by hedging the value of
investments that are priced in other currencies. Hedged Share Classes are
available to investors as set out in the Further Information — Characteristics of
Shares section on page 221. The foreign currency risk profile for the relevant
funds is shown in their notes to the financial statements, contained within the
full financial statements.

CROSS HOLDINGS
There were no cross holdings in the current or prior year for any funds within the
Threadneedle Specialist Investment Funds ICVC.
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Threadneedle UK Mid 250 Fund

Investment Report

Investment Objective

The investment objective of the UK Mid 250 Fund is to achieve
capital growth from a portfolio of UK 'mid cap’ equities.

Investment Policy

The ACD's investment policy is to invest the assets of the Fund
primarily in a selection of medium sized companies which are
constituents of the FTSE 250 (ex Investment Trusts) Index. If the
ACD considers it desirable, it may also invest in companies which
are not included in that index, and may hold cash and/or money
market instruments.

Performance of Accumulation Class 1 Shares*
Over the twelve months to 30 April 2017, the published share price
of the Threadneedle UK Mid 250 Fund has risen from 216.20p to
252.41p.

For comparison, using noon prices, the performance of the Class 1
share class was +16.75% and +17.42% for the Class 2 share class
compared to a return of +19.03% for the Morningstar UK Unit
Trusts/OEICs - (IA) UK All Companies Peer Group (on a bid to bid
basis, with income reinvested for a UK basic rate taxpayer).

For information purposes, using global close prices, the total return
of the FTSE Mid 250 (ex Investment Trusts) Index was +18.94%.

Market Overview and Portfolio Activity

The FTSE 250 set new highs over the year and generated a return
very close to the broader market. Mid-caps initially underperformed
as the uncertainty induced by the Brexit referendum had a bigger
impact on these stocks than large-caps. However, the Bank of

England (BoE)'s stimulus measures in August proved supportive. The
fourth quarter of 2016 saw some confidence return to midcaps post-
referendum as economic datapoints generally remained very firm.
Stocks which are positively correlated to growth got an additional
boost after Donald Trump's unexpected election victory. Mid-caps
also had a buoyant runin 2017.

At the end of March, the focus returned to Brexit as Prime Minister
May triggered Article 50. While this move did not have much impact
on markets, the same could not be said about her unexpected
call for a snap general election on 8 June. Sterling subsequently
rallied as investors grew hopeful that an increased majority for the
Conservatives could enable the government to achieve a favourable
post-Brexit deal with the EU. Nevertheless, the currency still
finished the review period lower.

Early post-referendum economic indicators were bleak but later
readings surprised on the upside. However, the initial estimate
of growth for Q1 2017 was disappointing. While the UK's labour
market remains robust, we are beginning to see early signs of
higher inflation — largely due to sterling’s decline - start to weigh
on consumer spending. On a positive note, the currency’s weakness
has been a big boost to exports.

\We made several new additions over the review period chiefly JRP
Group, Just Eat, Vectura and Amec Foster Wheeler. Retirement-
focused financial services company JRP Group is benefiting from
the enhanced annuity market; we expect it to do well in a flat or
rising interest-rate environment. In our view, Just Eat has a strong
business model with a lot of potential in the medium-term. We
purchased Vectura as part of a move to broaden our exposure to
economically unrelated areas; we expect the company to develop

into a significant player in the respiratory drugs market over the
next few years. We added energy-services company Amec Foster
Wheeler, on the strength of its potential as a recovery story. We are
positive about the firm's impending takeover by rival John Wood
Group.

On the sales side, we exited Pets at Home, which we think is
vulnerable to a Brexit-induced downturn with a large domestic
store base. We sold out of Home Retail Group after its purchase
by Sainsbury's, and decided to close our position in Hunting at
a profit, following its strong run. Other notable exits included
Moneysupermarket.com. Following the change of CEO, we had
growing concerns about the lack of operational leverage in the
business.

Despite the strong performance from small and mid-caps against
the broader market, we believe there is still scope for more positive
news despite the Brexit, and now election, uncertainty. We
continue to monitor consumer borrowing and spending levels, as
well as employment data and inflation data. We expect consumers
to remain resilient and for sterling’s fall to continue to support
exporters.

We shall continue to focus on our disciplined investment process
and believe that there will be interesting investment opportunities
within small and mid-caps.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing
on what investors were thinking prior to the vote.

STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 1 May 2016 to 30 April 2017 as at 30 April 2017
2017 2016 2017 2016
Notes £000 £000 Notes £000 £000
Income Assets:
Net capital gains/(losses) 2 15,407 (457) Fixed assets:
Revenue 3 2,372 2,712 Investments 111,192 105,322
Expenses 4 (1,072) (1,252) Current assets:
Net revenue before taxation 1,300 1,460 Debtors 7 2,270 585
Taxation 5 - (23) Cash and bank balances 4,318 1,126
Net revenue after taxation 1,300 1,437 Total assets 117,780 107,033
Total return before distributions 16,707 980 Liabilities:
Distributions 6 (1,302) (1,491) Creditors:
Change in net assets attributable to Other creditors 8 (1498 (2374)
shareholders from investment activities 15,405 (511) Total liabilities o (1498)  (2374)
- Net assets attributable to shareholders 116,282 104,659
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 1 May 2016 to 30 April 2017
for the accounting period 1 May 2016 to 30 April 2017 . o
Dividend distribution in pence per share
2017 2016 .
Class 1 — Accumulation shares
£000 £000 Distribution Revenue Revenue
Opening net assets attributable to shareholders 104,659 104,367 Period Revenue isati A
Amounts receivable on the issue of shares 20,680 47,406 Group o e
Amounts payable on the cancellation of shares (25,852) (48,198) 01/05/16 to 30/04/17 15378 - 15378 1.5984
(5,172) (792) Gr;)u'/r 2 y
_— . 01/05/16 to 30/04/17 0.9403 05975 15378 15984
Dilution adJUStment 79 203 Total distributions in the period 15378 1.5984
Change in net assets attributable to shareholders from Class 2 — Accumulation shares
investment activities (see statement of total return above) 15,405 (511) Distribution Revenue Revenue
Retained distribution on accumulation shares 1,311 1,392 Period Revenue 2017 2016
Closing net assets attributable to shareholders 116,282 104,659 Group 1
—_— 01/05/16 to 30/04/17 3.0352 - 3.0352 3.0819
Group 2
01/05/16 to 30/04/17 0.9249 21103 3.0352 3.0819
Total distributions in the period 3.0352 3.0819
*In pound Sterling and against UK peer group.
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Threadneedle UK Mid 250 Fund

DISTRIBUTION TABLE

(continued)

Class X — Accumulation shares*

Distribution Revenue Revenue
Period Revenue isati A

2017 2016
Group 1
01/05/16 to 30/04/17 2.2503 - 2.2503 1.0336
Group 2
01/05/16 to 30/04/17 2.2503 - 2.2503 1.0336
Total distributions in the period 2.2503 1.0336
Class Z — Accumulation shares
Distribution Revenue Revenue
Period Revenue isati A A

2017 2016
Group 1
01/05/16 to 30/04/17 2.3913 - 2.3913 2.0Mm
Group 2
01/05/16 to 30/04/17 14119 0.9794 23913 24Mm
Total distributions in the period 23913 2.an

Group 2: shares purchased during a distribution period.
*For launch dates, refer to the footnotes after the comparative tables.

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net.
Further details can be found in the Important Information section.
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Threadneedle UK Mid 250 Fund

Comparative Table Disclosure

Class 1 - Accumulation shares Class 2 - Accumulation shares
30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 215.87 213.97 186.57 23213 228.77 198.33
Return before operating charges (p) 39.91 5.54 30.54 43.14 5.91 32.64
Operating charges (p) (3.66) (3.64) (3.14) (2.59) (2.55) (2.20)
Return after operating charges (p)* 36.25 1.90 27.40 40.55 3.36 30.44
Distributions (p) (1.54) (1.60) (1.64) (3.04) (3.08) (2.92)
Retained distributions on accumulation shares (p) 1.54 1.60 1.64 3.04 3.08 2.92
Closing net asset value per share (p) 252.12 215.87 213.97 272.68 23213 228.77
*after direct transaction costs of (p) 0.80 0.79 0.55 0.87 0.85 0.59
Performance
Return after charges (%) 16.79 0.89 14.69 17.47 1.47 15.35
Other information
Closing net asset value (£000) 14,959 17,692 23,970 41,427 27,386 53,860
Closing number of shares 5,933,290 8,196,031 11,202,200 15,192,158 11,797,761 23,543,378
Operating charges (%)** 1.65 1.64 1.65 1.08 1.07 1.08
Direct transaction costs (%)*** 0.36 0.36 0.28 0.36 0.36 0.28
Prices
Highest share price (p) 252.41 231.84 211.75 272.98 248.72 232.75
Lowest share price (p) 189.90 204.01 170.75 204.41 219.11 181.99
Class X - Accumulation shares Class Z — Accumulation shares
30/04/2017 30/04/2016' 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 94.50 100.00 160.53 157.92 136.67
Return before operating charges (p) 17.69 (5.50) 29.86 4,07 22.53
Operating charges (p) (0.03) - (1.49) (1.46) (1.28)
Return after operating charges (p)* 17.66 (5.50) 28.37 2.61 21.25
Distributions (p) (2.25) (1.03) (2.39) (2.42) (2.26)
Retained distributions on accumulation shares (p) 2.25 1.03 2.39 2.42 2.26
Closing net asset value per share (p) 112.16 94.50 188.90 160.53 157.92
*after direct transaction costs of (p) 0.35 0.14 0.60 0.59 0.4
Performance
Return after charges (%) 18.69 (5.50) 17.67 1.65 15.55
Other information
Closing net asset value (£000) 3 3 59,893 59,578 26,537
Closing number of shares 3,000 3,000 31,707,053 37,114,309 16,803,968
Operating charges (%)** 0.03 0.01" 0.90 0.89 0.90
Direct transaction costs (%)*** 0.36 0.36 0.36 0.36 0.28
Prices
Highest share price (p) 112.27 100.90 189.10 171.88 160.66
Lowest share price (p) 83.37 89.01 141.41 151.46 125.51

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.
***Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.

Class X-A lation shares d2D ber 2015.
"The Ongoing Charges Figure is annualised based on the fees incurred since commencement date.
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Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1

5

ACCOUNTING POLICIES
The accounting policies for the fund are the same as those disclosed on pages 4
and 5.
NET CAPITAL GAINS/(LOSSES)
Net capital gains/(losses) during the period comprise:
2017 2016
£000 £000
Non-derivative securities 15,409 (456)
Transaction costs (2) (1)
Net capital gains/(losses) 15,407 (457)
REVENUE
2017 2016
£000 £000
UK dividends 2,212 2,635
Overseas dividends 125 37
Bank interest 6 12
Underwriting commission 29 28
Total revenue 2,372 2,712
EXPENSES
2017 2016
£000 £000
Payable to the ACD or associates of the ACD,
and the agents of either of them:
Annual management charge (945) (1,126)
Registration fees (90). (94)
(1,035) (1,220)
Payable to the depositary or associates of the depositary,
and the agents of either of them:
Depositary’s fees (11) (11)
Safe custody fees (1) (11)
(22) (22)
Other expenses:
Regulatory fees (5) (6)
Professional fees (2) -
Audit fees (8) G
(15) (10)
Total expenses* (1,072) (1,252)
*Including irrecoverable VAT where applicable.
TAXATION
2017 2016
£000 £000
a) Analysis of charge in period
Overseas taxes - (23)
Total current tax (note 5b) - (23)
Total tax charge for the period - (23)
b) Factors affecting taxation charge for period B
Net revenue before taxation 1,300 1,460
Net revenue before taxation multiplied by the standard
rate of corporation tax of 20% (260) (292)
Effects of:
Revenue not subject to taxation 456 510
Overseas taxes - (23)
Overseas tax expensed - 3
Excess expenses (196) (192)
Revenue taxable in other periods - (18)
Retail Distribution Review (RDR) conversion
transfer from capital - (11)
Current tax charge for period (note 5a) — (23)

10

The fund has not recognised a deferred tax asset of £1,958,520 (2016: £1,743,964)
arising as a result of having unutilised management expenses. The movement in
deferred tax asset may not agree to the excess expenses figure quoted above
due to prior year adjustments. It is unlikely that these expenses will be utilised
in future years.

DISTRIBUTIONS
The distribution takes account of revenue received on the creation of shares and
revenue deducted on the cancellation of shares and comprises:

2017 2016

£000 £000
Final 1,311 1,392

1,311 1,392
Add: Revenue deducted on the cancellation of shares 140 266
Deduct: Revenue received on the creation of shares (149) (167)
Net distribution for the period 1,302 1,491
Net revenue after taxation 1,300 1,437
Equalisation on conversion 2 54
Total distributions 1,302 1,491
Details of the distribution per share are set out in the table on pages 6 to 7.
DEBTORS

2017 2016

£000 £000
Amounts receivable for the issue of shares 267 101
Sales awaiting settlement 1,576 59
Accrued revenue 427 425
Total debtors 2,270 585
OTHER CREDITORS

2017 2016

£000 £000
Amounts payable for the cancellation of shares (1,397) (2,272)
Accrued expenses (9) (10)
Amounts payable to ACD (92) (92)
Total other creditors (1,498) (2,374)

DILUTION ADJUSTMENT

Under certain circumstances the ACD has the power to charge a dilution
adjustment on the purchase and/or redemption of shares. If charged, the dilution
adjustment will be paid into the fund. Full details of the operation of the scheme
can be found in the Prospectus.

RELATED PARTY TRANSACTIONS

Threadneedle Investment Services Limited, as ACD, is a related party and acts as
principal in respect of all transactions of shares in the fund.

The aggregate monies received through issues and paid on cancellations are
disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
Any amounts due to or from Threadneedle Investment Services Limited at the end
of the accounting period are disclosed in Notes 7 and 8.

Amounts payable to Threadneedle Investment Services Limited in respect of
fund management and registration services are disclosed in Note 4 and amounts
outstanding at the year end in Note 8.

All transactions have been entered into in the ordinary course of business on
normal commercial terms.
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SHAREHOLDER FUNDS
Threadneedle UK Mid 250 Fund currently has four share classes; Class 1, Class 2,
Class X and Class Z shares. The charges on each share class are as follows:

Annual management charge

Class 1 shares 1.50%
Class 2 shares 1.00%
Class X shares N/A*
Class Z shares 0.75%
Registration fees

Class 1 shares 0.110%
Class 2 shares 0.035%
Class X shares 0.035%
Class Z shares 0.110%

The net asset value of each share class, the net asset value per share, and the
number of shares in each class are given in the comparative tables on page 8.
The distribution per share class is given in the distribution table on pages 6 to 7.
All classes have the same rights on winding up.

*X Shares are not subject to an Annual Management Charge.

Reconciliation of shares

2017
Class 1 — Accumulation shares
Opening shares 8,196,031
Shares issued 1,355,710
Shares redeemed (3,511,031)
Net conversions ~ (107,420)
Closing shares 5,933,290
Class 2 — Accumulation shares
Opening shares 11,797,761
Shares issued 6,129,903
Shares redeemed (2,733,437)
Net conversions (2,069)
Closing shares 15,192,158
Class X — Accumulation shares
Opening shares 3,000
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 3,000
Class Z - Accumulation shares
Opening shares 37,114,309
Shares issued 1,539,589
Shares redeemed (7,093,987)
Net conversions 147,142
Closing shares 31,707,053
RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.

Market price risk sensitivity
A 5% market increase applied to the fund would result in an increase on the net
asset value of the fund by 4.46% and vice versa (2016: 4.46%).

Currency exposures

A portion of the net assets of the fund are denominated in currencies other than
Sterling, with the effect that the balance sheet and total return can be affected
by currency movements.

Non-

Monetary monetary
exposures exposures Total
Currency 2017 £000 £000 £000
Euro 50 - 50

Currency sensitivity
As the fund has no material currency exposure, no sensitivity analysis has been
shown (2016: same).
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Credit/Counterparty exposure

As at the balance sheet date there is no derivative exposure or collateral to
disclose (2016: same).

The fund did not hold any collateral received from the fund’s counterparties in
either the current or prior year.

Interest rate risk

Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

There are no material amounts of non-interest-bearing financial assets, other than
equities, which do not have maturity dates.

Interest rate risk profile of fi ial assets and fi ial liabilities
The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets not

financial financial carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
Euro - - 50 50
UK Sterling 4,318 - 113,412 117,730
Currency 2016 £000 £000 £000 £000
UK Sterling 1,126 - 105,907 107,033

Financial

Floating rate Fixed rate liabilities

financial financial  not carrying
liabilities liabilities interest Total
Currency 2017 £000 £000 £000 £000
UK Sterling - - (1,498) (1,498)
Currency 2016 £000 £000 £000 £000
UK Sterling - - (2,374) (2,374)

Interest rate risk sensitivity
No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances (2016: same).

FAIR VALUE DISCLOSURE

The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:

Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.

Level 2 — Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from
market data. This category will typically include debt securities and collective
investments schemes.

Level 3 — Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted
securities.

2017 2016
Assets Liabilities Assets Liabilities
Valuation technique £000 £000 £000 £000
Level 1 111,192 - 105,322 -
111,192 - 105,322 —
CONTINGENT LIABILITIES AND COMMITMENTS

There are no contingent liabilities and commitments outstanding (2016: £Nil).
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15 PORTFOLIO TRANSACTION COSTS

2017

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 56,235 59 0.10 239 043
Collective investment schemes 3,000 - - - -
Corporate actions 2,744 - - - -
Total 61,979 59 239
Gross purchases total: 62,277

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 66,897 66 0.10 - -
Collective investment schemes 3,000 - - - -
Corporate actions 1,985 - - - -
Total 11,882 66 =
Total sales net of transaction costs: 71,816
Transaction costs as a percentage
of average Net Assets
Commissions: 0.12%
Taxes: 0.24%
2016

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 66,035 740N 211 04
Corporate actions 1,955 - - - -
Total 67,990 74 n
Gross purchases total: 68,335

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 59,694 61 0.10 - -
Corporate actions 5,309 - - - -
Total 65,003 61 -

tion costs: 64,942
Transaction costs as a percentage

of average Net Assets

Commissions: 0.12%
Taxes: 0.24%

Portfolio transaction costs are incurred by the fund when buying and selling
underlying investments. These vary depending on the class of investment, country
of exchange and method of execution.

These costs can be classified as either direct or indirect transaction costs:
Direct transaction costs: Broker commissions, fees and taxes.

Indirect transaction costs: ‘Dealing spread’ — the difference between the buying
and selling prices of the fund’s underlying investments.

In order to protect existing investors from the effects of dilution, portfolio
transaction costs incurred as a result of investors buying and selling shares in
the fund are recovered from those investors through a ‘dilution adjustment’ to the
price they pay or receive.

At the balance sheet date, the portfolio dealing spread was 0.22% (2016: 0.29%),
being the difference between the respective buying and selling prices for the
fund’s investments.

Total sales net of tr
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Investment Report

Investment Objective

The investment objective of the Fund is to achieve a total return by way of
income and capital growth by investing in companies that meet the ACD’s
criteria for responsible and ethical practices.

Investment Policy

The investment policy is to invest predominantly in shares of UK
companies that meet the Fund’s ethical investment criteria as determined
and published by the ACD from time to time.

In doing so, the ACD will have regard to the environmental, social and
corporate governance standards and practice of companies and the extent
to which they contribute to products, services or practices that enhance
quality of life.

Depending on the number of companies that satisfy the ACD's ethical
investment criteria from time to time, this may result in a concentrated
portfolio of holdings.

The Fund's ethical investment criteria may be amended from time-to-
time. If the ACD considers it desirable, it may also invest in fixed income
instruments, money market instruments, cash and near cash.

The Fund is permitted to use derivatives for efficient portfolio
management purposes.

Performance of Accumulation Class Z Shares**
Over the twelve months to 30 April 2017, the published share price of the
Threadneedle Ethical UK Equity Fund has risen from 100.32p to 121.05p.

For comparison, using noon prices, the performance of the Class Z share
class was +20.66% and +20.19% for the Class T share class compared to
a return of +19.03% for the Morningstar UK Unit Trusts/OEICs - (IA) UK
All Companies Peer Group (on a bid to bid basis, with income reinvested
for a UK basic rate taxpayer).

For information purposes, using global close prices, the total return of the
MSCI UK IMI extended SRI Index was +17.91%.

Market Overview and Portfolio Activity
MSCI'S UK IMI extended SRI index underperformed the broader
UK equity market over the year. UK equities rallied despite

Brexit-induced uncertainty. The referendum in June was initially followed
by political and market uncertainty but this proved short-lived; Theresa
May’s swift appointment as the new prime minister aided the recovery.
Overseas earners led the post-vote rally as sterling’s slump was seen
as beneficial for these stocks. The Bank of England (BoE)'s stimulus
measures in August also proved supportive. In November, Donald Trump’s
unexpected victory led investors to favour cyclicals over defensives.
However, this trade ebbed in 2017 as it became apparent that the path
to implementing his growth-friendly policies would be far from smooth.

At the end of March, the focus returned to Brexit as Prime Minister
May triggered Article 50. While this did not have much market impact
— having already been largely priced in — the same could not be said
about her unexpected call for a snap general election on 8 June. Sterling
subsequently rallied as investors grew hopeful that an increased
majority for the Conservatives could enable the government to achieve a
favourable post-Brexit deal with the EU. Nevertheless, the currency still
finished the review period lower.

Early post-referendum economic indicators were bleak but later readings
surprised on the upside. However, the initial estimate of growth for Q1
2017 was disappointing and other recent indicators suggest consumer
spending is losing momentum. Sterling’s weakness has propelled inflation
higher; the figure edged above the BoE's 2% target in February.

During the review period, there were several additions to the portfolio,
chiefly Actual Experience, Xafinity, Micro Focus, DS Smith and Marks
& Spencer. For both Actual Experience and Xafinity, we believe there is
potential for corporate governance practices and ESG (environmental,
social and governance) disclosure to evolve following their stock-market
flotations. Actual Experience enables improvements of corporate digital
experiences, quality and analytics, which lead to enhanced customer
experience and employee engagement. Xafinity is a UK specialist in
pensions actuarial, consulting and administration. The firm has high
exposure to demographic trends and challenges. IT company Micro Focus
International has exposure to the theme of cyber security through its
‘identity and access' business, which provides solutions for an increasingly
salient threat. The company has managed operational sustainability and
security issues well and there have been improvements in governance
structures. However, there are still opportunities for further progress in
this area. DS Smith is a leading packaging business with a strong focus

on sustainability. The firm is Europe’s largest recycler and re-processor of
corrugated board and paper for recycling. The well-regulated nature of the
industry in these markets further reduces ESG risk. Marks & Spencer has
strong sustainability credentials through its Plan A approach to integrating
sustainability criteria into products and operations.

We sold ARM Holdings, following the takeover by SoftBank Group.
Other exits included Stagecoach and Dignity. These companies were
not our highest conviction names in terms of sustainability. Moreover,
Stagecoach has limited exposure to sustainable product opportunities.
Other notable exits included Reckitt Benckiser, where we took profits
once we felt the company was fully valued and decided to deploy capital
in names which we felt had greater investment potential.

The synchronous global economic recovery which began in the first
quarter of 2016 has seen global markets perform well, and the data has
continued to surprise on the upside. Bulls are heartened by the absence
of bearish indicators on ‘growth’, the spike in new orders, and the fact
that inventories are pretty flat, which should feed through to production.

As the US Federal Reserve normalises monetary policy, we expect US
yields to trend higher and the spread between US and UK interest rates to
widen. This will affect the value of sterling, but there is no indication that
the BoE will take action to defend the currency by hiking rates. However,
we are also seeing bubble-like behaviour —the UK savings rate is close to
record lows but consumer finance debt continues to grow rapidly.

Currency weakness has led to UK corporates becoming attractive takeover
targets and has also provided earnings upgrades for global companies,
in turn providing support for dividends. Export growth could also surprise
on the upside, helping to reduce the UK’s large current account deficit.

We continue to seek companies that deliver innovative solutions to
achieving sustainable outcomes, where short-term sentiment is likely to
create buying opportunities.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing on
what investors were thinking prior to the vote.

STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 1 May 2016 to 30 April 2017 as at 30 April 2017
2017 2016* 2017 2016*
Notes £000 £000 Notes £000 £000
Income Assets:
Net capital gains/(losses) 2 3,924 (225) Fixed assets:
Revenue 3 624 358 Investments 24,908 21,562
Expenses 4 (304) (152) Current assets:
Net revenue before taxation 320 206 Debtors 7 168 639
Taxation 5 _ _ Cash and bank balances 153 -
Net revenue after taxation 320 206 Total assets 25229 22,201
Total return before distributions 4,244 (19) Liabilities:
Distributions 6 (320) (206) Creditors:
Change in net assets attributable to B?”k_ ovr:,*rdrafts - (293)
shareholders from investment activities 3924 (225) Distribution payable (142) (204)
Other creditors 8 (237) (47)
Total liabilities (379) (544)
Net assets attributable to shareholders 24,850 21,657
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 1 May 2016 to 30 April 2017
for the accounting period 1 May 2016 to 30 April 2017 . o
Dividend distribution in pence per share
2017 2016* Class T - Income shares*
£000 £000
Opening net assets attributable to shareholders 21,657 - Distribution o Distribution  Distribution
. . Period Revenue Equalisation  Paid/Payable Paid
Amounts receivable on the issue of shares 1,444 16,915 2016/2017 2016
Amounts payable on the cancellation of shares (2,188) (984) Group 1
. . . 01/05/16 to 31/10/16 0.7969 - 0.7969 -
Amounts receivable on in specie transfers - 5,951 01/11/16 to 30/04/17 0.6972 - 06972 0.9333
(744) 21,882 Group 2
_— . 01/05/16 to 31/10/16 0.4890 0.3079 0.7969 -
Dilution adjustment 5 - 01/11/16 to 30/04/17 06231 0.0741 06972 09333
Change in net assets attributable to shareholders from Total distributions in the period 14941 09333
investment activities (see statement of total return above) 3,924 (225)
Retained distribution on accumulation shares 8 -
Closing net assets attributable to shareholders 24,850 21,657
*Fund launched on 30 October 2016.
**In pound Sterling and against UK peer group.
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DISTRIBUTION TABLE

(continued)

Class Z - Accumulation shares*

Distribution Revenue Revenue
Period Revenue isati A A

2016/2017 2016
Group 1
01/05/16 to 31/10/16 1.0198 - 1.0198 -
01/11/16 to 30/04/17 0.9343 - 0.9343 1.0483
Group 2
01/05/16 to 31/10/16 0.4866 05332 1.0198 -
01/11/16 to 30/04/17 0.7967 0.1376 0.9343 1.0483
Total distributions in the period 1.9541 1.0483

Group 2: shares purchased during a distribution period.

*For launch dates, refer to the footnotes after the comparative tables.
Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference
to net. Further details can be found in the Important Information section.
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Comparative Table Disclosure

Class T — Income shares Class Z — Accumulation shares

30/04/2017 30/04/2016' 30/04/2017 30/04/2016>
Change in net assets per share
Opening net asset value per share (p) 98.99 100.00 100.12 100.00
Return before operating charges (p) 21.24 0.59 21.67 0.58
Operating charges (p) (1.44) (0.67) (1.08) (0.46)
Return after operating charges (p)* 19.80 (0.08) 20.59 0.12
Distributions (p) (1.49) (0.93) (1.95) (1.05)
Retained distributions on accumulation shares (p) - - 1.95 1.05
Closing net asset value per share (p) 117.30 98.99 120.71 100.12
*after direct transaction costs of (p) 0.21 0.42 0.22 0.41
Performance
Return after charges (%) 20.00 (0.08) 20.57 0.12
Other information
Closing net asset value (£000) 23,837 21,625 1,013 32
Closing number of shares 20,321,664 21,846,123 839,594 31,808
Operating charges (%)** 1.35 1.34" 0.96 0.93
Direct transaction costs (%)*** 0.19 0.42 0.19 0.42
Prices
Highest share price (p) 118.33 103.39 121.05 103.42
Lowest share price (p) 92.55 90.13 93.67 90.23

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.
***Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.
'Class T— Income shares commenced 30 October 2015.
2Class Z—A lation shares d 30 October 2015.
"The Ongoing Charges Figure is annualised based on the fees incurred since commencement date.
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Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1 ACCOUNTING POLICIES 6 DISTRIBUTIONS
The accounting policies for the fund are the same as those disclosed on pages 4 The distribution takes account of revenue received on the creation of shares and
and 5. revenue deducted on the cancellation of shares and comprises:
2 NET CAPITAL GAINS/(LOSSES) 2017 2016
Net capital gains/(losses) during the period comprise: ) £000 £000
2017 2016 Iqtenm 168 -
£000 £000 Final SR - L
Non-derivative securities 3,925 (229) 318 204
Other (losses)/gains (1) 4 Add: Revenue deducted on the cancellation of shares 4 2
Net capital gains/(losses) 3'9247 (225) Deduct: Revenue received on the creation of shares (2) -
- Net distribution for the period 320 206
3 REVENUE Details of the distribution per share are set out in the table on pages 12 to 13.
2017 2016
UK dividends 621 354 2017 2016
Overseas dividends - 2 £000 £000
Bank interest 1 2 Amounts receivable for the issue of shares 7 1
Underwriting commission 2 - Sales awaiting settlement 9 428
Total revenue 624 358 Accrued revenue 152 210
Total debtors 168 639
4 EXPENSES -
2017 2016 8 OTHER CREDITORS
£000 £000 2017 2016
Payable to the ACD or associates of the ACD, £000 £000
and the agents of either of them: Amounts payable for the cancellation of shares (8) (16)
Annual management charge (259) (127) Purchases awaiting settlement (197) -
Registration fees (25) (12) Accrued expenses 0l (8)
(284) (139) Amounts payable to ACD (25) (23)
Payable to the depositary or associates of the depositary, Total other creditors (237) (47)
and the agents of either of them:
Depositary's fees 3) 1) 9 DILUTION ADJUSTMENT
Safe custody fees (9) (@) Un'der certain circumstances the ACD ha.s the power to charge a dilution
7(12)*7(5) adjustment on the purchase and/or redemption of shares. If charged, the dilution
————— adjustment will be paid into the fund. Full details of the operation of the scheme
Othgr Expenses: can be found in the Prospectus.
Audit fees (8) (8
S () N 10 RELATED PARTY TRANSACTIONS
Total expenses® (304) (152) Threadneedle Investment Services Limited, as ACD, is a related party and acts as

principal in respect of all transactions of shares in the fund.

The aggregate monies received through issues and paid on cancellations are
5 TAXATION disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
Any amounts due to or from Threadneedle Investment Services Limited at the end

*Including irrecoverable VAT where applicable.

2017 2016 of the accounting period are disclosed in Notes 7 and 8.

. . . £000 £000 Amounts payable to Threadneedle Investment Services Limited in respect of
a) Analysis of charge in period fund management and registration services are disclosed in Note 4 and amounts
Total current tax (note 5b) - - outstanding at the year end in Note 8.
Total tax charge for the period - - All transactions have been entered into in the ordinary course of business on
b) Factors affecting taxation charge for period B normal commercial terms.
Net revenue before taxatfon . 320 208 11 SHAREHOLDER FUNDS
Net revenue before taxatlonﬂmultlplled by the standard Threadneedle Ethical UK Equity Fund currently has two share classes; Class T and
rate of corporation tax of 20% (64) (41) Class Z shares. The charges on each share class are as follows:
Effects of:

. . Annual management charge

Revenue not subject to taxation 124 n Class T shares 1.15%
Excess expenses (600 (30 Class Z shares 0.75%
Current tax charge for period (note 5a) - - Registration fees
The fund has not recognised a deferred tax asset of £89,336 (2016: £29,745) arising Class T shares 0.110%
as a result of having unutilised management expenses. The movement in deferred Class Z shares 0.110%

tax asset may not agree to the excess expenses figure quoted above due to prior
year adjustments. It is unlikely that these expenses will be utilised in future years.
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The net asset value of each share class, the net asset value per share, and the
number of shares in each class are given in the comparative tables on page 14.
The distribution per share class is given in the distribution table on pages 12 to 13.
All classes have the same rights on winding up.

Reconciliation of shares

2017
Class T - Income shares
Opening shares 21,846,123
Shares issued 526,560
Shares redeemed (2,051,019)
Net conversions -
Closing shares 20,321,664
Class Z — Accumulation shares
Opening shares 31,808
Shares issued 827,781
Shares redeemed (19,995)
Net conversions -
Closing shares 839,594
RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.

Market price risk sensitivity
A 5% market increase applied to the fund would result in an increase on the net
asset value of the fund by 3.95% and vice versa (2016: 4.19%).

Currency exposures

A portion of the net assets of the fund are denominated in currencies other than
Sterling, with the effect that the balance sheet and total return can be affected
by currency movements.

Non-

Monetary monetary
exposures exposures Total
Currency 2017 £000 £000 £000
Euro 7 323 330
Currency 2016 £000 £000 £000
Euro 2 339 341

Currency sensitivity
As the fund has no material currency exposure, no sensitivity analysis has been
shown (2016: same).

Credit/Counterparty exposure
As at the balance sheet date there is no derivative exposure or collateral to
disclose (2016: same).

The fund did not hold any collateral received from the fund’s counterparties in
either the current or prior year.

Interest rate risk

Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

There are no material amounts of non-interest-bearing financial assets, other than
equities, which do not have maturity dates.

Interest rate risk profile of financial assets and financial liabilities
The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets not

financial financial carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
Euro 5 - 325 330
UK Sterling 148 - 24,751 24,899
Currency 2016 £000 £000 £000 £000
Euro - - 3 341
UK Sterling - - 21,860 21,860
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Financial

Floating rate Fixed rate liabilities not

financial financial carrying
liabilities liabilities interest Total
Currency 2017 £000 £000 £000 £000
UK Sterling - - (379) (379)
Currency 2016 £000 £000 £000 £000
UK Sterling (293) - (251) (544)

Interest rate risk sensitivity
No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances (2016: same).

FAIR VALUE DISCLOSURE

The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:

Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.

Level 2 — Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from
market data. This category will typically include debt securities and collective
investments schemes.

Level 3 — Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted
securities.

2017 2016

Assets Liabilities Assets Liabilities
Valuation technique £000 £000 £000 £000
Level 1 24,908 - 21,562 -

24,908 — 21,562 —
CONTINGENT LIABILITIES AND COMMITMENTS
There are no contingent liabilities and commitments outstanding (2016: £Nil).
PORTFOLIO TRANSACTION COSTS
2017

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 8,529 6 0.07 29 034
Corporate actions 68 - N - =
Total 8,597 6 29
Gross purchases total: 8,632
Value Commissions Taxes

Sales £000 £000 %  £000 %
Equities 8,121 8 0.10 - -
Corporate actions 1,099 - - - -
Total 9,220 8 —
Total sales net of tr costs: 9,212
Transaction costs as a percentage
of average Net Assets
Commissions: 0.06%
Taxes: 0.13%
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2016

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 18,109 6 0.03 84 046
In specie transactions 5,951 - - - -
Corporate actions 3 - - - -
Total 24,063 6 84
Gross purchases total: 24,153

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 2,304 3 0.14 - -
Corporate actions 61 - - - -
Total 2,365 3 -
Total sales net of tr tion costs: 2,362
Transaction costs as a percentage
of average Net Assets
Commissions: 0.04%
Taxes: 0.38%

Portfolio transaction costs are incurred by the fund when buying and selling
underlying investments. These vary depending on the class of investment, country
of exchange and method of execution.

These costs can be classified as either direct or indirect transaction costs:
Direct transaction costs: Broker commissions, fees and taxes.

Indirect transaction costs: ‘Dealing spread’ — the difference between the buying
and selling prices of the fund’s underlying investments.

In order to protect existing investors from the effects of dilution, portfolio
transaction costs incurred as a result of investors buying and selling shares in
the fund are recovered from those investors through a “dilution adjustment’ to the
price they pay or receive.

At the balance sheet date, the portfolio dealing spread was 0.56% (2016: 0.40%),
being the difference between the respective buying and selling prices for the
fund’s investments.
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Investment Report

Investment Objective

The investment objective of the UK Extended Alpha Fund is to achieve
above average capital growth from a concentrated portfolio of UK
equities.

Investment Policy

The ACD's investment policy is to actively manage an exposure primarily
to a concentrated portfolio of UK equities, i.e. equities of companies
domiciled in the UK, or which have significant UK operations, by investing
directly or indirectly in such securities. This approach means that the ACD
has the flexibility to take significant stock and sector positions which may
lead to increased levels of volatility. If the ACD considers it desirable it may
further invest up to one third of the assets of the Fund in markets outside
the United Kingdom. The Fund's exposure may be gained through long and
short positions.

The ACD may take long and short positions through the use of derivatives
and forward transactions. In addition in order to gain long exposure, the
ACD may invest in equities, collective investment schemes including
exchange traded funds and/or related indices. If the ACD considers it
desirable, it may hold a substantial proportion or all of the Fund in cash
and/or other securities (including fixed interest securities and money
market instruments).

Performance of Accumulation Class 1 Shares*
Over the twelve months to 30 April 2017, the published share price of
limited issue shares in the Threadneedle UK Extended Alpha Fund has
risen from 385.63p to 450.02p.

For comparison, using noon prices, the performance of the Class 1 share
class was +16.70% and +17.35% for the Class 2 share class compared to
a return of +19.03% for the Morningstar UK Unit Trusts/OEICs — (IA) UK
All Companies Peer Group (on a bid to bid basis, with income reinvested
for a UK basic rate taxpayer).

For information purposes, using global close prices, the total return of the
FTSE All-Share Index was +20.14%.

Market Overview and Portfolio Activity

UK equities posted double-digit returns in a year which saw the country
move towards leaving the EU. The referendum in June was initially
followed by political and market uncertainty but this proved short-lived;
Theresa May's swift appointment as the new prime minister aided the
recovery. Overseas earners led the post-vote rally as sterling’s slump was
seen as beneficial for these stocks. The Bank of England (BoE)'s stimulus

measures in August also proved supportive. In November, Donald Trump’s
unexpected victory led investors to favour cyclicals over defensives.
However, this trade ebbed in 2017 as it became apparent that the path
to implementing his growth-friendly policies would be far from smooth.

At the end of March, the focus returned to Brexit as Prime Minister
May triggered Article 50. While this did not have much market impact
— having already been largely priced in — the same could not be said
about her unexpected call for a snap general election on 8 June. Sterling
subsequently rallied as investors grew hopeful that an increased
majority for the Conservatives could enable the government to achieve a
favourable post-Brexit deal with the EU. Nevertheless, the currency still
finished the review period lower.

Early post-referendum economic indicators were bleak but later readings
surprised on the upside. However, the initial estimate of growth for Q1
2017 was disappointing and other recent indicators suggest consumer
spending is losing momentum. Sterling’s weakness has propelled inflation
higher; the figure edged above the BoE's 2% target in February.

In the long book, we focused on building up our existing holdings, notably
Rio Tinto. The stock was trading at an attractive valuation. In our view, this
is effectively the only mining company worth investing in. The company is
using its very strong near-term cash flow to reduce expensive debt. We
also like the increasingly oligopolistic market structure in the iron ore
market; the key players are now stressing that they are more interested
in returns and profitability than in volume growth.

We added to Unilever immediately after the company rejected the takeover
approach from Kraft Heinz. Subsequently, management announced a
strategic review of ways in which the firm can “accelerate delivery of
value” to shareholders and also upgraded this year's operating margin
guidance. Other major holdings that were topped up over the review period
included CRH and GlaxoSmithKline. We also made several new additions
to the portfolio, chiefly Land Securities. The company has a high-quality
property portfolio of long, well-diversified inflation-protected leases.

We exited ARM Holdings, following its takeover by Japan's SoftBank.
We closed our position in WPP at a profit taking advantage of the rally
which occurred amid improved sentiment after Trump's election. However,
we felt the cheapness we initially identified was now reduced and that
the risk-reward profile seemed much less asymmetric than during the
period of market weakness in October 2016. Pearson was another exit;
the proceeds were recycled into stocks where the fund manager has
more conviction.

In the short book, new additions included a media firm. We feel its shares
are likely to de-rate. The company has built up a lot of debt in recent years

through business acquisitions; this disparate array of assets has become
increasingly complex to manage. The firm also faces new competitive
threats in the form of consultancy and business strategy groups. We
initiated a new short position in an international engineering company
which has stretched valuations (relative to the market); we believe there
is potential for growth to underwhelm expectations. Other new shorts
included positions in a heat-treatment specialist and a supermarket.

We closed shorts in an airline company and a betting firm as we believed
the scope for further share price declines was limited. We also closed an
unsuccessful short in a global bottling business, as the position hit our stop-
loss level. Other exits in the short book included a global distributor; there
were no clear signs of deterioration in the company’s operating performance;
consequently we decided to move on.

While the overall market environment is not changing materially, some
headwinds may be growing more severe. Recently, we have seen
“Trumponomics” trades lose some momentum, as we expected. Markets
focusing on the short term and complacent animal spirits cannot replace
the need to fix economies and increase productivity.

As the Federal Reserve normalises monetary policy, we expect US yields
to trend higher and the spread between US and UK interest rates to
widen. This will affect the value of sterling, but we do not believe the
BoE will hike rates. However, we are seeing bubble-like behaviour —a
record-low savings rate coupled with rapidly growing consumer finance
debt is one such characteristic.

Currency weakness has led to UK corporates becoming attractive takeover
targets and has also generated earnings upgrades for global companies,
in turn providing support for dividends. Export growth could also surprise
on the upside, helping to reduce the UK's large current account deficit.

Political headlines will continue to create some volatility in global
markets, but this will provide more opportunities for investors who are
willing and able to focus on long-term fundamentals.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing on
what investors were thinking prior to the vote.

STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 1 May 2016 to 30 April 2017 as at 30 April 2017
2017 2016 2017 2016
Notes £000 £000 Notes £000 £000
Income Assets:
Net capital gains/(losses) 2 15,153 (842) Fixed assets:
Revenue 3 4,045 3,015 Investments 118,536 87,907
Expenses 4 (994) (1,416) Current assets:
Interest payable and similar charges 5 (347) (411) Debtors 8 1,446 869
Net revenue before taxation 2,704 1,188 Cash and bank balances 9 6603 1523
Taxation 6 - - Total assets 126,585 90,299
Net revenue after taxation 2,704 1,188 Liabilities:
Total return before distributions 17,857 346 Investment liabilities (99) (66)
Distributions 7 (2,708) (1,949) Creditors:
Change in net assets attributable to Oth'er.c.rfadltors 0 (659 (247)
shareholders from investment activities 15,153 (1,603) Total liabilities (1,058). (313)
Net assets attributable to shareholders 125,527 89,986
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 1 May 2016 to 30 April 2017
for the accounting period 1 May 2016 to 30 April 2017 Dividend distribution in pence per share
2017 2016 .
Class 1 — Accumulation shares
£000 £000 Distribution Revenue Revenue
Opening net assets attributable to shareholders 89,986 68,031 Period Revenue d A
Amounts receivable on the issue of shares 56,324 31,779 Groun 1 o 6
Amounts payable on the cancellation of shares (39,002) (10,662) 01/05'/'1(5(0 30/04/17 7.6426 - 76426 7.6844
17,322 21,117 Group 2
I ’ 01/05/16 to 30/04/17 45930 3.0496 76426 7.6844
Dilution adjustment 316 183 Total distibutians in the period 76426 7.6844
_Change in net gs_s_ets attributable to shareholders from Class 2 — Accumulation shares
investment activities (see statement of total return above) 15,153 (1,603) Distribution Revenue Revenue
Retained distribution on accumulation shares 2,750 2,258 Period Revenue lated  Accumulated
Closing net assets attributable to shareholders 125,527 89,986 Group 1
- 01/05/16 to 30/04/17 106814 - 106814 10.4037
Group 2
01/05/16 to 30/04/17 6.7873 3.8941 106814 104037
*In puund Sterl/'ng and against UK peer group. Total distributions in the period 10.6814 10.4037
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(continued)

Class X — Accumulation shares

Distribution Revenue Revenue
Period Revenue isati A

2017 2016
Group 1
01/05/16 to 30/04/17 6.3823 - 6.3823 6.0153
Group 2
01/05/16 to 30/04/17 6.3823 - 6.3823 6.0153
Total distributions in the period 6.3823 6.0153

Group 2: shares purchased during a distribution period.

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net.
Further details can be found in the Important Information section.
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Comparative Table Disclosure

Class 1 - Accumulation shares Class 2 - Accumulation shares

30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 385.34 384.21 338.72 410.94 408.45 358.66
Return before operating charges (p) 70.34 6.37 50.54 75.19 5.84 53.04
Operating charges (p) (5.88) (5.24) (5.05) (3.77) (3.35) (3.25)
Return after operating charges (p)* 64.46 1.13 45.49 71.42 2.49 49.79
Distributions (p) (7.64) (7.68) (6.96) (10.68) (10.40) (9.53)
Retained distributions on accumulation shares (p) 7.64 7.68 6.96 10.68 10.40 9.53
Closing net asset value per share (p) 449.80 385.34 384.21 482.36 410.94 408.45
*after direct transaction costs of (p) 1.59 1.33 1.41 1.69 1.41 1.50
Performance
Return after charges (%) 16.73 0.29 13.43 17.38 0.61 13.88
Other information
Closing net asset value (£000) 5,743 3,758 5,627 119,778 86,222 62,398
Closing number of shares 1,276,758 975,368 1,464,611 24,831,469 20,981,507 15,276,830
Operating charges (%)** 1.40 1.40 1.42 0.84 0.84 0.86
Performance fee (%) - 0.86 0.48 - 1.01 0.66
Direct transaction costs (%)*** 0.38 0.35 0.40 0.38 0.35 0.40
Prices
Highest share price (p) 452.41 396.62 394.50 485.03 421.79 419.46
Lowest share price (p) 367.13 338.13 319.24 391.86 360.23 338.67

Class X — Accumulation shares

30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 185.33 180.90 156.63
Return before operating charges (p) 34.02 455 24.45
Operating charges (p) (0.14) (0.12) (0.18)
Return after operating charges (p)* 33.88 4.43 24.27
Distributions (p) (6.38) (6.02) (5.47)
Retained distributions on accumulation shares (p) 6.38 6.02 5.47
Closing net asset value per share (p) 219.21 185.33 180.90
*after direct transaction costs of (p) 0.76 0.63 0.64
Performance
Return after charges (%) 18.28 245 15.50
Other information
Closing net asset value (£000) 6 6 6
Closing number of shares 3,000 3,000 3,000
Operating charges (%)** 0.07 0.07 0.1
Performance fee (%) - - -
Direct transaction costs (%)*** 0.38 0.35 0.40
Prices
Highest share price (p) 220.33 189.70 186.10
Lowest share price (p) 176.93 162.16 148.64

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.
***Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.
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Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1

5

ACCOUNTING POLICIES
The accounting policies for the fund are the same as those disclosed on pages 4
and 5.

NET CAPITAL GAINS/(LOSSES)

Net capital gains/(losses) during the period comprise:

2017 2016

£000 £000
Non-derivative securities 15,473 (1,231)
Derivative contracts (310) 385
Other (losses)/gains (7) 5
Transaction costs (3) (1)
Net capital gains/(losses) 15,153 (842)
REVENUE

2017 2016

£000 £000
UK dividends 3,481 2,281
Overseas dividends 6 10
Derivative revenue 548 700
Bank interest 7 17
Underwriting commission 3 1
Total revenue 4,045 3,015
EXPENSES

2017 2016

£000 £000
Payable to the ACD or associates of the ACD, and the
agents of either of them:
Annual management charge (893) (591)
Performance fees* - (758)
Registration fees (61) (41)

(954) (1,390)
Payable to the depositary or associates of the
depositary, and the agents of either of them:
Depositary's fees (13) (7)
Safe custody fees (1) (10)

(24) (17)
Other expenses:
Regulatory fees (5) ()
Professional fees (2) -
Audit fees (9) (4)
(16) (9)

Total expenses** (994) (1,416)

*The ACD is entitled to receive a performance fee in the event of the NAV per Share of
the fund outperforming the FTSE All Share Index (with revenue reinvested, calculated
at market close). The performance fee rate of 20% is multiplied by the Excess Return.
Performance fees are calculated on a calendar basis and may vary substantially from year
to year depending on how a fund has performed against its benchmark. As the accounting
period falls during the calculation period of the performance fee, the performance fees are
accrued at that point in time, but may not represent the actual amount that will be paid.
Therefore, previously accrued amounts may be required to be reversed. The performance
fee by nature is a capital charge, and is therefore charged to capital when calculating the
distribution. No performance fee was paid during the reporting period in respect of the
calendar year ended 31 December 2016 (2015: £777,071).

**Including irrecoverable VAT where applicable.

INTEREST PAYABLE AND SIMILAR CHARGES
2017 2016
£000 £000
Dividends payable on short positions (344) (278)
Interest payable (3) (1)
Derivative expense - (132)
Total interest payable & similar charges (347) (411)
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TAXATION
2017 2016
£000 £000
a) Analysis of charge in period
Total current tax (note 6b) - —
Total tax charge for the period - -
b) Factors affecting taxation charge for period B
Net revenue before taxation 2,704 1,188
Net revenue before taxation multiplied by the
standard rate of corporation tax of 20% (541) (238)
Effects of:
Revenue not subject to taxation 690 458
Excess expenses (149) (220)

Current tax charge for period (note 6a) - =
The fund has not recognised a deferred tax asset of £990,050 (2016: £840,905)
arising as a result of having unutilised management expenses. The movement in
deferred tax asset may not agree to the excess expenses figure quoted above
due to prior year adjustments. It is unlikely that these expenses will be utilised
in future years.

DISTRIBUTIONS
The distribution takes account of revenue received on the creation of shares and
revenue deducted on the cancellation of shares and comprises:

2017 2016

£000 £000
Final 2,750 2,258

2,750 2,258
Add: Revenue deducted on the cancellation of shares 426 142
Deduct: Revenue received on the creation of shares (472) (451)
Net distribution for the period 2,704 1,949
Net revenue after taxation 2,704 1,188
Capitalised performance fee rebate - 757
Equalisation on conversion - 4
Total distributions 2,704 1,949

Details of the distribution per share are set out in the table on pages 18 to 19.

DEBTORS

2017 2016

£000 £000
Amounts receivable for the issue of shares 497 4
Accrued revenue 949 828
Total debtors 1,446 869
CASH AND BANK BALANCES

2017 2016

£000 £000
Amounts held at futures clearing houses
and brokers 120 -
Cash and bank balances 6,483 1,523
Total cash and bank balances 6,603 1,523
OTHER CREDITORS

2017 2016

£000 £000
Amounts payable for the cancellation of shares (437) (18)
Purchases awaiting settlement (357) (92)
Accrued expenses (81) (80)
Amounts payable to ACD (84) (57)
Total other creditors (959) (247)
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DILUTION ADJUSTMENT

Under certain circumstances the ACD has the power to charge a dilution
adjustment on the purchase and/or redemption of shares. If charged, the dilution
adjustment will be paid into the fund. Full details of the operation of the scheme
can be found in the Prospectus.

RELATED PARTY TRANSACTIONS

Threadneedle Investment Services Limited, as ACD, is a related party and acts as
principal in respect of all transactions of shares in the fund.

The aggregate monies received through issues and paid on cancellations are
disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
Any amounts due to or from Threadneedle Investment Services Limited at the end
of the accounting period are disclosed in Notes 8 and 10.

Amounts payable to Threadneedle Investment Services Limited in respect of
fund management and registration services are disclosed in Note 4 and amounts
outstanding at the year end in Note 10.

All transactions have been entered into in the ordinary course of business on
normal commercial terms.

SHAREHOLDER FUNDS
Threadneedle UK Extended Alpha Fund currently has three share classes; Class 1,
Class 2 and Class X shares. The charges on each share class are as follows:

Annual management charge

Class 1 shares 1.25%
Class 2 shares 0.75%
Class X shares N/A*
Registration fees

Class 1 shares 0.110%
Class 2 shares 0.050%
Class X shares 0.035%

The net asset value of each share class, the net asset value per share, and
the number of shares in each class are given in the comparative tables on
page 20. The distribution per share class is given in the distribution table on
pages 18to 19.

All classes have the same rights on winding up.

*X Shares are not subject to an Annual Management Charge.

Reconciliation of shares

2017
Class 1 — Accumulation shares
Opening shares 975,368
Shares issued 569,725
Shares redeemed (265,133)
Net conversions (3,202)
Closing shares 1,276,758
Class 2 — Accumulation shares
Opening shares 20,981,507
Shares issued 12,218,854
Shares redeemed (8,371,887)
Net conversions o 29%
Closing shares 24,831,469
Class X — Accumulation shares
Opening shares 3,000
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 3,000
RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.

Value at Risk (VaR) disclosure

VaR is used to measure the level of Global Exposure which the fund undertakes.
VaR is measured in three variables: the amount of potential loss, the probability of
that amount of loss, and the time frame.

22

The fund’s VaR limit is 1.6 x benchmark' VaR and is measured using the covariance
model based on a 99% confidence limit over a 1 month holding period, using the
previous 180 weeks of data.

As at year end the fund’s VaR was 9.3% (2016: 9.2%). This means that there is
estimated to be a 1% chance that the fund could lose more than 9.3% (2016: 9.2%)
of its value in a month.

At 30 April, 2017 the VaR utilisation was 62% (2016: 68%) (actual VaR/VaR limit).
During the year ended 30 April, 2017 the lowest VaR utilisation was 59% (2016:
65%), the highest VaR utilisation was 65% (2016: 79%) and the average utilisation
was 62% (2016: 71%).

"The benchmark of the fund is shown on page 218.

Currency exposures

A portion of the net assets of the fund are denominated in currencies other than
Sterling, with the effect that the balance sheet and total return can be affected
by currency movements.

Non-

Monetary monetary
exposures exposures Total
Currency 2017 £000 £000 £000
Euro 30 - 30
US Dollar 69 - 69
Currency 2016 £000 £000 £000
Euro n - n
US Dollar 42 - 42

Currency sensitivity
As the fund has no material currency exposure, no sensitivity analysis has been
shown (2016: same).

Credit/Counterparty exposure

The following details exposure to counterparties obtained through the use of
derivatives:

Collateral
2017 Pledged
Counterparty £000
UBS 120

As at the prior balance sheet date there is no derivative exposure or collateral
to disclose.

The fund did not hold any collateral received from the fund’s counterparties in
the current year (2016: £100,000). The collateral held was in the form of cash.
Collateral received is not owned by the fund and therefore is not included in the
fund’s cash balance.

Positive exposure represents the fund’s exposure to that counterparty and not the
fund’s holdings with that counterparty.

Interest rate risk
Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

Interest rate risk profile of financial assets and financial liabilities
The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets not

financial financial carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
Euro - - 30 30
UK Sterling 6,603 - 119,696 126,299
US Dollar - - 69 69
Currency 2016 £000 £000 £000 £000
Euro - - n n
UK Sterling 1,523 - 88,698 90,221
US Dollar - - 68 68
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Financial
Floating rate Fixed rate liabilities
financial financial  not carrying
liabilities liabilities interest Total
Currency 2017 £000 £000 £000 £000
UK Sterling - - (871) (871)
Currency 2016 £000 £000 £000 £000
UK Sterling - - (288) (288)
US Dollar - - (26) (26)
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Interest rate risk sensitivity
No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances (2016: same).

Derivative risks

Derivatives including portfolio swaps are employed when they are the cheapest
and most efficient method of gaining exposure. This increases the risk profile
of the fund and may result in a higher degree of volatility. All open positions are
regularly reviewed by the fund manager.

At 30 April 2017, the fund had outstanding portfolio swaps with an asset value of
£Nil (2016: £Nil) and a liability value of £99,000 (2016: £66,000).

As part of the fund strategy, the fund manager is permitted to short sell in
accordance with the investment restrictions to obtain leverage. To achieve this,
the fund has entered into a portfolio swap throughout this accounting period,
whereby the total return of a basket of securities, including capital appreciation
or depreciation, has been received in exchange for a series of periodic cash
flows calculated by reference to financing costs, stock loan fees and interest in
respect of short positions. The swap is subject to a monthly reset process, thereby
crystallising returns and risk exposure each month. The use of short selling
strategies increases the risk profile of the fund, and may result in a higher degree
of volatility than a fund that does not employ short exposure. Any such positions
entered into are regularly reviewed by the fund manager.

FAIR VALUE DISCLOSURE

The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:

Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.

Level 2 — Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from
market data. This category will typically include debt securities and collective
investments schemes.

Level 3 — Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted
securities.

2017 2016
Assets Liabilities Assets Liabilities
Valuation technique £000 £000 £000 £000
Level 1 118,536 - 87,907 -
Level 2 - (99) - (66)
118,536 (99) 87,907 (66)
CONTINGENT LIABILITIES AND COMMITMENTS

There are no contingent liabilities and commitments outstanding (2016: £Nil).
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17 PORTFOLIO TRANSACTION COSTS

2017

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 7,41 49 0.07 359 0.50
Corporate actions 355 - - - -
Total 71,766 49 359
Gross purchases total: 72,174

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 56,148 30 0.05 - -
Corporate actions 923 - - - -
Total 57,071 30 —
Total sales net of tr costs: 57,041
Transaction costs as a percentage
of average Net Assets
Commissions: 0.07%
Taxes: 0.31%
2016

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 46,002 27 0.06 223 049
Corporate actions 135 - - - -
Total 46,137 27 223
Gross purchases total: 46,387

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 17,769 17 0.10 - -
Corporate actions 1,560 - - - -
Total 19,329 17 —
Total sales net of tr costs: 19,312
Transaction costs as a percentage
of average Net Assets
Commissions: 0.06%
Taxes: 0.30%

Portfolio transaction costs are incurred by the fund when buying and selling
underlying investments. These vary depending on the class of investment, country
of exchange and method of execution.

These costs can be classified as either direct or indirect transaction costs:
Direct transaction costs: Broker commissions, fees and taxes.

Indirect transaction costs: ‘Dealing spread’ — the difference between the buying
and selling prices of the fund’s underlying investments.

In order to protect existing investors from the effects of dilution, portfolio
transaction costs incurred as a result of investors buying and selling shares in
the fund are recovered from those investors through a “dilution adjustment’ to the
price they pay or receive.

At the balance sheet date, the portfolio dealing spread was 0.07% (2016: 0.12%),
being the difference between the respective buying and selling prices for the
fund’s investments.
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Investment Report

Investment Objective

The investment objective of the UK Equity Alpha Income Fund is to
achieve a reasonable and growing income with the prospects of capital
growth from a concentrated portfolio of UK equities.

Investment Policy

The ACD's investment policy is to invest the assets of the Fund in a
concentrated portfolio of predominantly UK equities. The Alpha Income
investment approach is a highly focused management style, which gives
the ACD the flexibility to take significant stock and sector positions,
which may lead to increased levels of volatility. The portfolio will consist
primarily of equities of companies domiciled in the UK, or which have
significant UK operations.

Performance of Income Class 1 Shares*

Over the twelve months to 30 April 2017, the published share price of
the Threadneedle UK Equity Alpha Income Fund has risen from 62.84p
t069.91p.

For comparison, using noon prices, the performance of the Class 1 share
class was +16.44% and +17.09% for the Class 2 share class compared to
a return of +15.96% for the Morningstar UK Unit Trusts/OEICS — (IA) UK
Equity Income Peer Group (on a bid to bid basis, with income reinvested
for a UK basic rate taxpayer).

For information purposes, using global close prices, the total return of the
FTSE All-Share Index was +20.14%.

Market Overview and Portfolio Activity

UK equities posted double-digit returns in a year which saw the country
move towards leaving the EU. The referendum in June was initially
followed by political and market uncertainty but this proved short-lived;
Theresa May's swift appointment as the new prime minister aided the
recovery. Overseas earners led the post-vote rally as sterling's slump was
seen as beneficial for these stocks. The Bank of England's (BoE's) stimulus
measures in August also proved supportive. In November, Donald Trump's
unexpected victory led investors to favour cyclicals over defensives.
However, this trade ebbed in 2017 as it became apparent that the path
to implementing his growth-friendly policies would be far from smooth.

At the end of March, the focus returned to Brexit as Prime Minister
May triggered Article 50. While this did not have much market impact
— having already been largely priced in — the same could not be said
about her unexpected call for a snap general election on 8 June. Sterling
subsequently rallied as investors grew hopeful that an increased
majority for the Conservatives could enable the government to achieve a
favourable post-Brexit deal with the EU. Nevertheless, the currency still
finished the review period lower.

Early post-referendum economic indicators were bleak but later readings
surprised on the upside. However, the initial estimate of growth for Q1
2017 was disappointing and other recent indicators suggest consumer
spending is losing momentum. Sterling's weakness has propelled inflation
higher; the figure edged above the BoE's 2% target in February.

New additions over the year included Smiths Group, Restaurant Group
and ITV. Restaurant Group's direction had previously seemed unclear
but it now has an impressive new management team in place and the
business has plenty of room for improvement. In the case of ITV, we were
encouraged by management's upbeat outlook, although Brexit jitters had
an adverse short-term impact on the company.

We also participated in the rights issue of Phoenix Group Holdings, which
funded its acquisition of Abbey Life, and of Cobham. In our view, the
aerospace firm has a resilient underlying business, which offers multiple
opportunities for value creation.

Other holdings that were topped up over the review period included BT
and Marks & Spencer. For the former, the resolution of its negotiations
with Ofcom should be a positive catalyst for the stock. Despite concerns
over the prospects of UK retailers, we believe Marks & Spencer has some
interesting levers to pull and should benefit from cost-cutting and closing
stores in unprofitable locations.

We offloaded subscale holdings including Chesnara, Kier and Close
Brothers. Other exits included some good businesses which we had
acquired between 2010 and 2013 that had been re-rated such as DS
Smith, RELX, 3i and National Grid. We also sold out of Standard Life
following news of its plans to takeover Aberdeen Asset Management;
we feel this acquisition is likely to be unfavourable and were wary of the
terms and execution of the deal.

The synchronous global economic recovery which began in the first
quarter of 2016 has seen global markets perform well, and the data has
continued to surprise on the upside. Bulls are heartened by the absence
of bearish indicators on 'growth’, the spike in new orders, and the fact
that inventories are pretty flat, which should feed through to production.

While these factors could make 2017 a stellar year for investors, markets
focusing on the short term and complacent animal spirits cannot replace
the need to fix our economies and increase productivity.

Inthe UK, we are seeing bubble-like behaviour — the savings rate is close
to record lows but consumer finance debt continues to grow rapidly. As
the Federal Reserve normalises monetary policy, we expect US yields to
trend higher and the spread between US and UK interest rates to widen.
This will affect the value of sterling, but there is no indication that the BoE
will take action to defend the currency by hiking rates.

Currency weakness has led to UK corporates becoming attractive takeover
targets and has also provided earnings upgrades for global companies,
in turn providing support for dividends. Export growth could also surprise
on the upside, helping to reduce the UK's large current account deficit.

Recently, we have seen “Trumponomics” trades lose some momentum,
as we expected.

We will continue to avoid whipsaw momentum trades and focus instead
on bottom-up stock picking. As patient, conviction investors, it is possible
to utilise market volatility to add to favoured names at attractive
valuations, while making sure that our portfolio construction remains
focused on risk-adjusted returns.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing on
what investors were thinking prior to the vote.
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STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 1 May 2016 to 30 April 2017 as at 30 April 2017
2017 2016 2017 2016
Notes £000 £000 Notes £000 £000
Income Assets:
Net capital gains/(losses) 2 97,081 (63,380) Fixed assets:
Revenue 3 37,112 41,473 Investments 816,466 901,110
Expenses 4 (8,680) (9,732) Current assets:
Interest payable and similar charges 5 (1) (3) Debtors 8 11,930 11,983
Net revenue before taxation 28,431 31,738 Cash and bank balances 18,820 6,478
Taxation 6 - - Total assets 847,216 919,57
Net revenue after taxation 28,431 31,738 Liabilities:
Total return before distributions 125,512 (31,642) Creditors:
Distributions 7 (36,445) (40,772) Distribution payable (19,059) (22,227)
Change in net assets attributable to Other creditors 9 (87 (2947)
shareholders from investment activities 89,067  (72,414) Total liabilities (20,046)  (25,174)
Net assets attributable to shareholders 827,170 894,397
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 1 May 2016 to 30 April 2017
for the accounting period 1 May 2016 to 30 April 2017 . o
Dividend distribution in pence per share
2017 2016
Class 1 - Income shares
£000 £000 Distribution Distribution Distribution
Opening net assets attributable to shareholders 894,397 894,898 Period Revenue  Equalisation Paid/Payable Paid
Amounts receivable on the issue of shares 53,272 113,720 Group e/201 201572016
Amounts payable on the cancellation of shares (209,835) (41,807) 01/05/16 to 31/10/16 1.3683 - 1.3683 13683
01/11/16 to 30/04/17 15544 - 15544 1.5099
(156,563) 71,913 Group 2
Dilution adjustment 269 - 01/05/16 to 31/10/16 0.5609 08074 1.3683 1.3683
Change in net assets attributable to shareholders from 2.‘,(1,’.’,}?;:’,3,‘,’(?:@7,,,,.13 period 08208 0733 ;322;‘ ;:3:2
investment activities (see statement of total return above) 89,067 (72,414)
Closing net assets attributable to shareholders 827,170 894,397
*In pound Sterling and against UK peer group.
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(continued)

Class 2 — Income shares

Distribution Distribution Distribution

Period Revenue Equalisation  Paid/Payable Paid
2016/2017 2015/2016

Group 1

01/05/16 to 31/10/16 1.4600 - 1.4600 1.4600

01/11/16 to 30/04/17 1.6755 - 1.6755 16114

Group 2

01/05/16 to 31/10/16 0.4135 1.0465 1.4600 1.4600

01/11/16 to 30/04/17 0.9090 0.7665 1.6755 16114

Total distributions in the period 3.1355 3.0714

Class X — Income shares

Distribution Distribution  Distribution

Period Revenue Equalisation  Paid/Payable Paid
2016/2017 2015/2016

Group 1

01/05/16 to 31/10/16 2.2020 - 22020 2.2020

01/11/16 to 30/04/17 2.5746 - 25746 2.4440

Group 2

01/05/16 to 31/10/16 22020 - 2.2020 2.2020

01/11/16 to 30/04/17 25746 - 25746 2.4440

Total distributions in the period 4.7766 4.6460

Class Z - Income shares

Distribution Distribution Distribution

Period Revenue Equalisation  Paid/Payable Paid
2016/2017 2015/2016

Group 1

01/05/16 to 31/10/16 2.8380 - 2.8380 2.8380

01/11/16 to 30/04/17 3.2822 - 3.2822 3.1449

Group 2

01/05/16 to 31/10/16 1.1652 1.6728 2.8380 2.8380

01/11/16 to 30/04/17 1.7770 1.5052 3.2822 3.1449

Total distributions in the period 6.1202 5.9829

Group 2: shares purchased during a distribution period.

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference
to net. Further details can be found in the Important Information section.
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Comparative Table Disclosure

Class 1 - Income shares Class 2 - Income share

30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 61.29 66.79 64.81 64.48 69.91 67.50
Return before operating charges (p) 11.01 (1.58) 5.86 11.64 (1.66) 6.13
Operating charges (p) (1.07) (1.04) (1.07) (0.74) (0.70) (0.73)
Return after operating charges (p)* 9.94 (2.62) 479 10.90 (2.36) 5.40
Distributions (p) (2.92) (2.88) (2.81) (3.14) (3.07) (2.99)
Closing net asset value per share (p) 68.31 61.29 66.79 72.24 64.48 69.91
*after direct transaction costs of (p) 0.08 0.1 0.13 0.08 0.12 0.14
Performance
Return after charges (%) 16.22 (3.92) 7.39 16.90 (3.38) 8.00
Other information
Closing net asset value (£000) 101,101 105,816 147,362 480,324 569,415 528,351
Closing number of shares 147,998,197 172,645,151 220,633,666 664,928,344 883,036,374 755,709,233
Operating charges (%)** 1.63 1.62 1.63 1.06 1.05 1.06
Direct transaction costs (%)*** 0.12 0.17 0.20 0.12 0.17 0.20
Prices
Highest share price (p) 70.38 72.26 71.09 74.43 68.99 74.40
Lowest share price (p) 58.59 60.19 59.42 61.70 57.26 62.04

Class X - Income shares Class Z - Income shares

30/04/2017 30/04/2016 30/04/2015' 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 97.43 104.60 100.00 127.85 138.27 133.12
Return before operating charges (p) 17.62 (2.50) 6.76 23.06 (3.28) 12.13
Operating charges (p) (0.02) (0.02) (0.01) (1.21) (1.16) (1.19)
Return after operating charges (p)* 17.60 (2.52) 6.75 21.85 (4.44) 10.94
Distributions (p) (4.78) (4.65) (2.15) (6.12) (5.98) (5.79)
Closing net asset value per share (p) 110.25 97.43 104.60 143.58 127.85 138.27
*after direct transaction costs of (p) 0.12 0.18 0.09 0.16 0.23 0.28
Performance
Return after charges (%) 18.06 (2.41) 6.75 17.09 (3.21) 8.22
Other information
Closing net asset value (£000) 3 3 3 245,742 219,163 219,182
Closing number of shares 3,000 3,000 3,000 171,147,904 171,417,409 158,514,732
Operating charges (%)** 0.02 0.02 0.02" 0.88 0.87 0.88
Direct transaction costs (%)*** 0.12 0.17 0.20 0.12 0.17 0.20
Prices
Highest share price (p) 113.59 108.19 110.95 147.89 142.92 147.05
Lowest share price (p) 93.39 90.76 96.20 122.37 119.25 122.47

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.
***Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.

'Class X — Income shares commenced 19 November 2014.
"The Ongoing Charges Figure is annualised based on the fees incurred since commencement date.

26



Threadneedle Specialist Investment Funds ICVC Annual Report and Audited Financial Statements April 2017

Threadneedle UK Equity Alpha Income Fund

Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1 ACCOUNTING POLICIES The fund has not recognised a deferred tax asset of £8,902,924 (2016: £7,326,970)
The accounting policies for the fund are the same as those disclosed on pages 4 arising as a result of having unutilised management expenses. The movement in
and 5. deferred tax asset may not agree to the excess expenses figure quoted above

due to prior year adjustments. It is unlikely that these expenses will be utilised

2 NET CAPITAL GAINS/(LOSSES) in future years.

Net capital gains/(losses) during the period comprise:

Current tax charge for period (note 6a)

2017 2016 7 DISTRIBUTIONS
£000 £000 The distribution takes account of revenue received on the creation of shares and
Non-derivative securities 97.137 (63,406) revenue deducted on the cancellation of shares and comprises:
Other (losses)/gains (54) 21 2017 2016
Transaction costs (2) (1) £000 £000
Net capital gains/(losses) 97,081 (63:380) Interim 16,436 19,703
Final 19,059 22,227
3 REVENUE 35,495 41,930
2017 2016 Add: Revenue deducted on the cancellation of shares 1,584 348
£000 £000 Deduct: Revenue received on the creation of shares (634) (1,506)
UK dividenﬁs. 36,933 41,359 Net distribution for the period 36,445 40,772
Overseas dividends . 60 2 Net revenue after taxation 28,431 31,738
Interest on short term investments 16 24 .
Bank interest 9 1 Annual management charge to capital 8,014 9,035
Underwriting commission 94 59 Undistributed revenue brought forward 1 -
Total revenue 37,112 41,473 Undistributed revenue carried forward (1) (1)
EXPENSE Total distributions 36,445 40,772
4 SES Details of the distribution per share are set out in the table on pages 24 to 25.
2017 2016
£000 £000 8 DEBTORS
Payable to the ACD or associates of the ACD, 2017 2016
and the agents of either of them: £000 £000
Ann_ual m_anagement charge (8,014) (9,035) Amounts receivable for the issue of shares 4,411 2,286
Registration fees _ (5% (1) Accrued revenue 7519 9,697
(8552 (9608) Total debtors 11,90 11,983
Payable to the depositary or associates of the depositary,
and the agents of either of them: 9 OTHER CREDITORS
Depositary's fees (89) (86) 2017 2016
Safe custody fees (25) (30) £000 £000
(114) (116) Amounts payable for the cancellation of shares (240) (276)
Other expenses: Purchases awaiting settlement - (1,843)
Regulatory fees (4) (4) Accrued expenses (18) (28)
Professional fees (2) _ Amounts payable to ACD (729) (800)
Audit fees (8) (4) Total other creditors (987) (2,947)
— @ 10 DILUTION ADJUSTMENT
¥
Total e-xpe'nses ) _ (8680 (9732) Under certain circumstances the ACD has the power to charge a dilution
*Including irrecoverable VAT where applicable. adjustment on the purchase and/or redemption of shares. If charged, the dilution
5 INTEREST PAYABLE AND SIMILAR CHARGES adjustment W|_II be paid into the fund. Full details of the operation of the scheme
can be found in the Prospectus.
2017 2016
£000 £000 11 RELATED PARTY TRANSACTIONS
Interest payable (1 @) Threadneedle Investment Services Limited, as ACD, is a related party and acts as
Total interest payable & similar charges (1) (3) principal in respect of all transactions of shares in the fund.
The aggregate monies received through issues and paid on cancellations are
6 TAXATION disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
2017 2016 Any amounts due to or from Threadneedle Investment Services Limited at the end
£000 £000 of the accounting period are disclosed in Notes 8 and 9.
a) Analysis of charge in period Amounts payable to Thre.adne.edle In\{estment .Services.Limited in respect of
fund management and registration services are disclosed in Note 4 and amounts
Total current tax (note 6b) - - . .
) — outstanding at the year end in Note 9.
Total tax charge for the period i - All transactions have been entered into in the ordinary course of business on
b) Factors affecting taxation charge for period B normal commercial terms.
Net revenue before taxation 28,431 31,738
Net revenue before taxation multiplied by the standard
rate of corporation tax of 20% (5,686) (6,348)
Effects of:
Revenue not subject to taxation 7,262 8,057
Excess expenses (1,576) (1,709)
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Notes to the financial statements
(continued)
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13

SHAREHOLDER FUNDS
Threadneedle UK Equity Alpha Income Fund currently has four share classes; Class 1,
Class 2, Class X and Class Z shares. The charges on each share class are as follows:

Annual management charge

Class 1 shares 1.50%
Class 2 shares 1.00%
Class X shares N/A*
Class Z shares 0.75%
Registration fees

Class 1 shares 0.110%
Class 2 shares 0.035%
Class X shares 0.035%
Class Z shares 0.110%

The net asset value of each share class, the net asset value per share, and the
number of shares in each class are given in the comparative tables on page 26.
The distribution per share class is given in the distribution table on pages 24 to 25.
All classes have the same rights on winding up.

*X Shares are not subject to an Annual Management Charge.

Reconciliation of shares

2017
Class 1 - Income shares
Opening shares 172,645,151
Shares issued 4,248,290
Shares redeemed (23,432,122)
Net conversions ~ (5463,122)
Closing shares 147,998,197
Class 2 - Income shares
Opening shares 883,036,374
Shares issued 45,016,946
Shares redeemed (261,651,399)
Net conversions (1,473,577)
Closing shares 664,928,344
Class X — Income shares
Opening shares 3,000
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 3,000
Class Z - Income shares
Opening shares 171,417,409
Shares issued 14,431,610
Shares redeemed (18,053,090)
Net conversions 3,351,975
Closing shares 171,147,904
RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.

Market price risk sensitivity
A 5% market increase applied to the fund would result in an increase on the net
asset value of the fund by 4.78% and vice versa (2016: 5.08%).

Currency exposures
As at the balance sheet date there are no material assets denominated in
currencies other than Sterling (2016: same).

Currency sensitivity
As the fund has no material currency exposure, no sensitivity analysis has been
shown (2016: same).

Credit/Counterparty exposure

As at the balance sheet date there is no derivative exposure or collateral to
disclose (2016: same).

The fund did not hold any collateral received from the fund’s counterparties in
either the current or prior year.

14

15

16

Interest rate risk

Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

There are no material amounts of non-interest-bearing financial assets, other than
equities, which do not have maturity dates.

Interest rate risk profile of financial assets and financial liabilities

The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets

financial financial  not carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
UK Sterling 18,820 - 828,396 847,216
Currency 2016 £000 £000 £000 £000
UK Sterling 6,478 - 913,093 919,571

Financial

Floating rate Fixed rate liabilities

financial financial  not carrying
liabilities liabilities interest Total
Currency 2017 £000 £000 £000 £000
UK Sterling - - (20,046) (20,046)
Currency 2016 £000 £000 £000 £000
UK Sterling - - (25,174) (25,174)

Interest rate risk sensitivity
No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances (2016: same).

FAIR VALUE DISCLOSURE

The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:

Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.

Level 2 — Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from
market data. This category will typically include debt securities and collective
investments schemes.

Level 3 - Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted
securities.

2017 2016

Assets Liabilities Assets Liabilities
Valuation technique £000 £000 £000 £000
Level 1 816,466 - 901,110 -

816,466 — 901,110 —
CONTINGENT LIABILITIES AND COMMITMENTS
There are no contingent liabilities and commitments outstanding (2016: £Nil).
PORTFOLIO TRANSACTION COSTS
2017

Value Commissions Taxes

Purchases £000 £000 %  £000 %
Equities 120,308 141 0.12 565 047
Corporate actions 11,010 - - — -
Total 131,318 1M 565
Gross purchases total: 132,024
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(continued)

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 314,040 234 0.07 - -
Total 314,040 234 -
Total sales net of tr tion costs: 313,806
Transaction costs as a percentage
of average Net Assets
Commissions: 0.05%
Taxes: 0.07%
2016

Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 232,401 248 011 1,113 048
Corporate actions 4,689 - - - -
Total 231,090 248 1,113
Gross purchases total: 238,451

Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 167,263 189 0.1 - -
Corporate actions 820 - - - -
Total 168,083 189 -
Total sales net of tr ion costs: 167,894
Transaction costs as a percentage
of average Net Assets
Commissions: 0.05%
Taxes: 0.12%

Portfolio transaction costs are incurred by the fund when buying and selling
underlying investments. These vary depending on the class of investment, country
of exchange and method of execution.

These costs can be classified as either direct or indirect transaction costs:
Direct transaction costs: Broker commissions, fees and taxes.

Indirect transaction costs: ‘Dealing spread’ — the difference between the buying
and selling prices of the fund’s underlying investments.

In order to protect existing investors from the effects of dilution, portfolio
transaction costs incurred as a result of investors buying and selling shares in
the fund are recovered from those investors through a “dilution adjustment’ to the
price they pay or receive.

At the balance sheet date, the portfolio dealing spread was 0.10% (2016: 0.13%),
being the difference between the respective buying and selling prices for the
fund’s investments.
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Investment Report

Investment Objective

The investment objective of the UK Absolute Alpha Fund is to achieve an
absolute return, irrespective of market conditions, over the long term and
apositve return over a 12 month period. There is risk to capital, and there
is no guarantee that such a return will be achieved within 12 months, or
any other timescale.

Investment Policy

The ACD's investment policy is to principally invest in: equity securities,
or equity related derivatives, of corporate issuers headquartered in the
United Kingdom, (or corporate issuers who exercise a predominant part
of their activity in the United Kingdom), fixed interest securities, cash, or
money market instruments. If the ACD considers it desirable, the ACD
may invest in securities and derivatives related to corporate issuers
headquartered outside the United Kingdom. The Fund’s exposure to any
equities may be gained through long and short positions.

The ACD may take long and short positions through the use of derivatives
and forward transactions. In addition in order to gain long exposure the
ACD may invest in equities, collective investment schemes including
exchange traded funds and/or related indices.

Performance of Accumulation Class 1 Shares*
Over the twelve months to 30 April 2017, the published share price of the
Threadneedle UK Absolute Alpha Fund has risen from 135.61p to 135.74p.
For comparison, using noon prices, the performance of the Class 1 share
class was +0.10% and +0.68% for the Class 2 share class compared to
a return of +3.00% for the Morningstar UK Unit Trusts/OEICS — (IA) UK
Absolute Return Peer Group (on a bid to bid basis, with income reinvested
for a UK basic rate taxpayer).

For information purposes, the UK LIBOR 3 Month returned +0.42%.
Market Overview and Portfolio Activity

UK equities posted double-digit returns in a year which saw the country
move towards leaving the EU. The referendum in June was initially
followed by political and market uncertainty but this proved short-lived;
Theresa May's swift appointment as the new prime minister aided the
recovery. Overseas earners led the post-vote rally as sterling’s slump was
seen as beneficial for these stocks. The Bank of England (BoE)'s stimulus
measures in August also proved supportive. In November, Donald Trump's
unexpected victory led investors to favour cyclicals over defensives.

However, this trade ebbed in 2017 as it became apparent that the path
to implementing his growth-friendly policies would be far from smooth.

At the end of March, the focus returned to Brexit as Prime Minister
May triggered Article 50. While this did not have much market impact
— having already been largely priced in — the same could not be said
about her unexpected call for a snap general election on 8 June. Sterling
subsequently rallied as investors grew hopeful that an increased
majority for the Conservatives could enable the government to achieve a
favourable post-Brexit deal with the EU. Nevertheless, the currency still
finished the review period lower.

Early post-referendum economic indicators were bleak but later readings
surprised on the upside. However, the initial estimate of growth for Q1
2017 was disappointing and other recent indicators suggest consumer
spending is losing momentum. Sterling’s weakness has propelled inflation
higher; the figure edged above the BoE's 2% target in February.

Notable additions in the long book included DS Smith; we expect the firm
toretain its market leadership and look to broaden overseas opportunities.
We added Unilever to the portfolio immediately after the company
rejected a takeover bid from Kraft Heinz. Subsequently, Unilever's
management announced a strategic review and also upgraded this year's
operating margin guidance. Other new holdings included Elementis and
John Wood Group. At chemicals firm Elementis, the new management
team is firmly committed to reviving growth through a combination of
internal improvements and product innovation. This ambition does not
rely on a recovery in end markets but we are increasingly optimistic that
both chromium and oilfield demand will begin to improve this year. We
have a positive view on John Wood Group's valuation, the company’s
management and the planned takeover of Amec Foster Wheeler. We
participated in the rights issues of Informa and Melrose Industries, which
funded successful acquisitions of US firms.

We sold ARM Holdings, following the takeover by Japan's Softbank.
Other major exits over the review period included Wolseley and BT. The
former benefited from the improved sentiment following Donald Trump’s
election victory but we closed our position as we felt valuations were no
longer attractive and that the stock’s risk/reward profile seemed much
less asymmetric than during the period of market weakness in October.
In line with the fund managers’ process, we sold BT following the profit
warning in January and recycled proceeds into ideas where we had
greater conviction.

The short book saw several new positions over the review period, notably
in an oil major, a global mobile telecoms operator and a firm in the media
sector. In the case of the first two, we have doubts over the long-term
sustainability of dividends but do not feel these risks have been priced
into the shares. We felt the media firm's shares are likely to de-rate.
The company has built up a lot of debt in recent years through business
acquisitions; this disparate array of assets has become increasingly
complex to manage. The firm also faces new competitive threats in the
form of consultancy and business strategy groups.

In the short book, we closed shorts in an airline company and a betting
firm as we believed the scope for further share price declines was limited,
and in a global bottling business as the position hit our stop loss. Other
positions that were closed included those in a broadcasting company, a
global recruitment firm and a cinema operator.

While the overall market environment is not changing materially, some
headwinds may be growing more severe. Recently, we have seen
“Trumponomics” trades lose some momentum, as we expected. Markets
focusing on the short term and unjustified exuberance cannot replace the
need to fix economies and increase productivity.

As the Federal Reserve normalises monetary policy, we expect US yields
to trend higher and the spread between US and UK interest rates to
widen. This will affect the value of sterling, but we do not believe the BoE
will hike rates. However, we are seeing bubble-like behaviour —a record-
low savings rate is coupled with rapidly growing consumer finance debt.

We feel that performance pressures across the active industry have led to
shorter investment horizons and reduced tolerance for underperformance.
This increased trading activity and volatility is undoubtedly creating
more opportunities for those investors who are willing and able to focus
on fundamentals and take a longer-term view. We therefore remain
confident that 2017 will deliver a more normal outcome in terms of the
relationship between returns and volatility.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing on
what investors were thinking prior to the vote.
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STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 1 May 2016 to 30 April 2017 as at 30 April 2017
2017 2016 2017 2016
Notes £000 £000 Notes £000 £000
Income Assets:
Net capital gains 2 38,033 42,787 Fixed assets:
Revenue 3 17,429 14,669 Investments 471,120 506,044
Expenses 4 (8,260) (14,132) Current assets:
Interest payable and similar charges 5 (11,261) (7,120) Debtors 8 6,294 16,688
Net expense before taxation (2,092) (6,583) Cash and bank balances 9 251,900 497,292
Taxation 6 — (66) Total assets 729,314 1,020,024
Net expense after taxation (2,092) (6,649) Liabilities:
Total return before distributions 35,941 36,138 Investment liabilities (3,268) (5,113)
Distributions 7 (258) (1,000) Creditors:
Change in net assets attributable to Distribution payable - (121)
shareholders from investment activities 35,683 35,138 Other creditors 10 (39,517) (15,444)
Total liabilities (42,785) (20,678)
Net assets attributable to shareholders 686,529 999,346
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 1 May 2016 to 30 April 2017
for the accounting period 1 May 2016 to 30 April 2017 . o
2017 2016 Dividend distribution in pence per share
£000 £000 Class 1 — Accumulation shares
Opening net assets attributable to shareholders 999,346 379,187 There is no distribution for the acco_untmg period 1 May 2016 to 30 April 2017,
. . as expenses exceed revenue (2016: Nil).
Amounts receivable on the issue of shares 228,002 650,307 . *
Amounts payable on the cancellation of shares (577,253) (66,740) Class 1 EUR Hedged -~ Accumulation shares : ;
pay : d There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
(349,251) 583,567 as expenses exceed revenue (2016: 0.1197).
Dilution adjustment 385 530 Class 2 — Income shares
Change in net assets attributable to shareholders from There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
investment activities (see statement of total return above) 35,683 35,138 as expenses exceed revenue (2016: Nil).
Retained distribution on accumulation shares 366 924 Class 2 — Accumulation shares
Closing net assets attributable to shareholders 686,529 999,346 There is no distribution for the acco.unt/ng period 1 May 2016 to 30 April 2017,
- as expenses exceed revenue (2016: Nil).
Class 2 EUR Hedged — Accumulation shares
There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
*1n pound Sterling and against UK peer group. as expenses exceed revenue (2016: 0.0883).
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(continued)

Class X — Accumulation shares*

Distribution Revenue Revenue
Period Revenue isati A

2017 2016
Group 1
01/05/16 to 30/04/17 0.7549 - 0.7549 0.3996
Group 2
01/05/16 to 30/04/17 0.5626 0.1923 0.7549 0.3996
Total distributions in the period 0.7549 0.3996

Class Z - Income shares

There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
as expenses exceed revenue (2016: 0.1994).

Class Z - Accumulation shares

There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
as expenses exceed revenue (2016: 0.2104).

Class Z CHF Hedged — Accumulation shares*

There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
as expenses exceed revenue (2016: 0.1297).

Class Z EUR Hedged — Accumulation shares*

There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
as expenses exceed revenue (2016: 0.2597).

Class Z USD Hedged — Accumulation shares*

There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
as expenses exceed revenue (2016: 0.2107).

Group 2: shares purchased during a distribution period.

*For launch dates, refer to the footnotes after the comparative tables.
Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference
to net. Further details can be found in the Important Information section.
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Comparative Table Disclosure

Class 1 - Accumulation shares Class 1 EUR Hedged — Accumulation shares

30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016"
Change in net assets per share
Opening net asset value per share (p) 135.54 132.43 123.79 110.91 100.00
Return before operating charges (p) 2.29 5.30 10.74 10.34 12.72
Operating charges (p) (2.16) (2.19) (2.10) (1.88) (1.81)
Return after operating charges (p)* 0.13 311 8.64 8.46 10.91
Distributions (p) - - - - 0.12)
Retained distributions on accumulation shares (p) - - - - 0.12
Closing net asset value per share (p) 135.67 135.54 132.43 119.37 110.91
*after direct transaction costs of (p) 0.39 0.59 0.32 0.34 0.48
Performance
Return after charges (%) 0.10 2.35 6.98 7.63 10.91
Other information
Closing net asset value (£000) 20,954 38,005 28,970 16,262 41,270
Closing number of shares 15,444,784 28,039,213 21,875,058 13,623,761 37,209,977
Operating charges (%)** 1.63 1.62 1.64 1.62 1.64"
Performance fee (%) - 1.1 1.52 - 0.52
Direct transaction costs (%)*** 0.29 0.44 0.24 0.29 0.44
Prices
Highest share price (p) 137.31 138.25 134.07 125.12 116.13
Lowest share price (p) 129.09 132.01 123.90 108.49 99.55

Class 2 - Income shares Class 2 - Accumulation shares

30/04/2017 30/04/2016 30/04/2015° 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 105.87 102.70 100.00 138.57 134.78 125.42
Return before operating charges (p) 1.77 4.25 3.24 231 5.24 10.76
Operating charges (p) (1.08) (1.08) (0.41) (1.44) (1.45) (1.40)
Return after operating charges (p)* 0.69 3.7 2.83 0.93 3.79 9.36
Distributions (p) - - (0.13) - - -
Retained distributions on accumulation shares (p) - - - - - -
Closing net asset value per share (p) 106.56 105.87 102.70 139.50 138.57 134.78
*after direct transaction costs of (p) 0.30 0.46 0.10 0.40 0.61 0.33
Performance
Return after charges (%) 0.65 3.09 2.83 0.67 2.81 7.46
Other information
Closing net asset value (£000) 3 3 3 95,196 134,956 85,090
Closing number of shares 3,000 3,000 3,000 68,240,443 97,391,528 63,133,102
Operating charges (%)** 1.05 1.03 1.00" 1.06 1.05 1.07
Performance fee (%) - 0.96 0.54 - 1.20 1.51
Direct transaction costs (%)*** 0.29 0.44 0.24 0.29 0.44 0.24
Prices
Highest share price (p) 107.28 107.77 104.04 140.44 141.06 136.44
Lowest share price (p) 101.15 102.49 98.96 132.41 134.47 125.56
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(continued)

Class 2 EUR Hedged — Accumulation shares Class X — Accumulation shares

30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016°
Change in net assets per share
Opening net asset value per share (p) 120.15 109.53 116.02 100.03 100.00
Return before operating charges (p) 11.28 11.83 (5.29) 1.53 0.05
Operating charges (p) (1.34) (1.21) (1.20) (0.06) (0.02)
Return after operating charges (p)* 9.94 10.62 (6.49) 1.47 0.03
Distributions (p) - (0.09) - (0.75) (0.40)
Retained distributions on accumulation shares (p) - 0.09 - 0.75 0.40
Closing net asset value per share (p) 130.09 120.15 109.53 101.50 100.03
*after direct transaction costs of (p) 0.37 0.51 0.29 0.29 0.43
Performance
Return after charges (%) 8.27 9.70 (5.59) 1.47 0.03
Other information
Closing net asset value (£000) 135,089 371,387 109,901 49,162 3
Closing number of shares 103,842,844 309,103,768 100,340,175 48,436,200 3,000
Operating charges (%)** 1.06 1.05 1.06 0.06 0.02'
Performance fee (%) - 1.03 1.36 - -
Direct transaction costs (%)*** 0.29 0.44 0.24 0.29 0.44
Prices
Highest share price (p) 135.88 125.75 117.47 101.59 100.82
Lowest share price (p) 117.62 106.77 106.47 96.08 99.83

Class Z — Income shares Class Z — Accumulation shares

30/04/2017 30/04/2016 30/04/2015° 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 105.09 102.20 100.00 123.18 119.65 111.52
Return before operating charges (p) 1.80 4.00 287 2.10 4.60 9.16
Operating charges (p) (0.91) (0.91) (0.35) (1.06) (1.07) (1.03)
Return after operating charges (p)* 0.89 3.09 2.52 1.04 3.53 8.13
Distributions (p) - (0.20) (0.32) - (0.21) (0.13)
Retained distributions on accumulation shares (p) - - - - 0.21 0.13
Closing net asset value per share (p) 105.98 105.09 102.20 124.22 123.18 119.65
*after direct transaction costs of (p) 0.30 0.46 0.10 0.35 0.54 0.29
Performance
Return after charges (%) 0.85 3.02 252 0.84 2.95 129
Other information
Closing net asset value (£000) 57,997 63,832 17,752 296,436 323,935 137,471
Closing number of shares 54,723,180 60,739,726 17,369,667 238,637,618 262,986,098 114,893,293
Operating charges (%)** 0.88 0.87 0.86" 0.88 0.87 0.88
Performance fee (%) - 1.12 0.75 - 1.17 1.86
Direct transaction costs (%)*** 0.29 0.44 0.24 0.29 0.44 0.24
Prices
Highest share price (p) 106.52 107.12 103.73 124.85 125.32 121.08
Lowest share price (p) 100.51 101.99 98.96 117.81 119.37 111.65
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Class Z CHF Hedged — Accumulation shares Class Z EUR Hedged — Accumulation shares

30/04/2017 30/04/2016° 30/04/2017 30/04/2016°
Change in net assets per share
Opening net asset value per share (p) 105.81 100.00 106.45 100.00
Return before operating charges (p) 10.87 6.72 10.03 7.39
Operating charges (p) (1.27) (0.91) (0.99) (0.94)
Return after operating charges (p)* 9.60 5.81 9.04 6.45
Distributions (p) - (0.13) - (0.26)
Retained distributions on accumulation shares (p) - 0.13 - 0.26
Closing net asset value per share (p) 115.41 105.81 115.49 106.45
*after direct transaction costs of (p) 0.42 0.45 0.33 0.46
Performance
Return after charges (%) 9.07 5.81 8.49 6.45
Other information
Closing net asset value (£000) 396 7,480 12,585 15,789
Closing number of shares 342,397 7,069,856 10,896,822 14,832,227
Operating charges (%)** 0.87 0.88" 0.88 0.89°
Performance fee (%) - 0.67 - 0.37
Direct transaction costs (%)*** 0.29 0.44 0.29 0.44
Prices
Highest share price (p) 119.74 111.55 120.50 111.40
Lowest share price (p) 102.82 96.82 104.24 96.18

Class Z USD Hedged — Accumulation shares

30/04/2017 30/04/20167
Change in net assets per share
Opening net asset value per share (p) 105.20 100.00
Return before operating charges (p) 16.70 6.13
Operating charges (p) (1.03) (0.93)
Return after operating charges (p)* 15.67 5.20
Distributions (p) - (0.21)
Retained distributions on accumulation shares (p) - 0.21
Closing net asset value per share (p) 120.87 105.20
*after direct transaction costs of (p) 0.34 0.47
Performance
Return after charges (%) 14.90 5.20
Other information
Closing net asset value (£000) 2,449 2,686
Closing number of shares 2,026,405 2,553,384
Operating charges (%)** 0.88 0.88"
Performance fee (%) - 0.60
Direct transaction costs (%)*** 0.29 0.44
Prices
Highest share price (p) 127.30 111.42
Lowest share price (p) 103.42 97.81

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.
***Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.

'Class 1 EUR Hedged — A lation shares d 1 July 2015.

2Class 2 - Income shares commenced 3 December 2014.

Class X-A lation shares d 16 March 2016.

“Class Z - Income shares commenced 3 December 2014.

Class Z CHF Hedged — A lation shares d 30 September 2015.
Class Z EUR Hedged — A lation shares d 30 September 2015.
"Class Z USD Hedged — A lation shares d 30 September 2015.

"The Ongoing Charges Figure is annualised based on the fees incurred since commencement date.
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Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1

ACCOUNTING POLICIES
The accounting policies for the fund are the same as those disclosed on pages 4
and 5.

NET CAPITAL GAINS
Net capital gains during the period comprise:
2017 2016
£000 £000
Non-derivative securities 53,051 1,355
Derivative contracts (57,983) 18,905
Forward currency contracts 42,988 22,514
Other (losses)/gains (19) 14
Transaction costs (4) (1)
Net capital gains 38,033 42,787
REVENUE
2017 2016
£000 £000
UK dividends 14,979 11,496
Overseas dividends 12 440
Interest on debt securities 215 -
Interest on short term investments 397 1,001
Derivative revenue 1,762 1,669
Bank interest 37 63
Underwriting commission 27 -
Total revenue 17,429 14,669
EXPENSES
2017 2016
£000 £000
Payable to the ACD or associates of the ACD,
and the agents of either of them:
Annual management charge (7,399) (6,177)
Performance fees* (104) (7,387)
Registration fees (624) (475)
(8,127) (14,039)
Payable to the depositary or associates of the
depositary, and the agents of either of them:
Depositary's fees (88) (64)
Safe custody fees (22) (15)
(110) (79)
Other expenses:
Regulatory fees (5) (4)
Audit fees (18) (10)
(23) (14)
Total expenses** (8,260) (14,132)

*The ACD is entitled to receive a performance fee for each shareclass in the event
of the NAV per share of the shareclass outperforming the 3 Month LIBOR (with
revenue reinvested, calculated at market close). The performance fee rate of
20% is multiplied by the Excess Return. Performance fees are calculated on a
calendar basis and may vary substantially from year to year depending on how
the fund has performed against its benchmark. As the accounting period falls
during the calculation period of the performance fee, the performance fees are
accrued at that point in time, but may not represent the actual amount that will be
paid. Therefore, previously accrued amounts may be required to be reversed. The
performance fee by nature is a capital charge, and is therefore charged to capital
when calculating the distribution. The performance fee by nature is a capital
charge, and is therefore charged to capital when calculating the distribution. No
performance fee was paid during the reporting period in respect of the calendar
year ended 31 December 2016 (2015: £9,145,337).

**Including irrecoverable VAT where applicable.
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5

INTEREST PAYABLE AND SIMILAR CHARGES

2017 2016
£000 £000
Dividends payable on short positions (3,804) (1,347)
Interest payable (1) (1)
Derivative expense (7,456) (5,772)
Total interest payable & similar charges (11,261) (7,120)
TAXATION
2017 2016
£000 £000
a) Analysis of charge in period
Overseas taxes - (66)
Total current tax (note 6b) - (66)
Total tax charge for the period - (66)
b) Factors affecting taxation charge for period B
Net expense before taxation (2,092) (6,583)
Net expense before taxation multiplied by
the standard rate of corporation tax of 20% 418 1,317
Effects of:
Revenue not subject to taxation 2,981 2,386
Overseas taxes - (66)
Excess expenses (3,399) (3,703)
Current tax charge for period (note 6a) — (66)

The fund has not recognised a deferred tax asset of £10,357,852 (2016: £6,958,414)
arising as a result of having unutilised management expenses. The movement in
deferred tax asset may not agree to the excess expenses figure quoted above
due to prior year adjustments. It is unlikely that these expenses will be utilised
in future years.

DISTRIBUTIONS
The distribution takes account of revenue received on the creation of shares and
revenue deducted on the cancellation of shares and comprises:

2017 2016

£000 £000

Final 366 1,045
366 1,045

Add: Revenue deducted on the cancellation of shares 4 1
Deduct: Revenue received on the creation of shares (112) (46)
Net distribution for the period 258 1,000
Net expense after taxation (2,092) (6,649)
Performance fee charged to capital 104 7,387
Shortfall transfer from capital to revenue 2,246 262
Total distributions 258 1,000

Details of the distribution per share and any share class with a shortfall are set
out in the table on pages 30 to 31.

DEBTORS

2017 2016

£000 £000
Amounts receivable for the issue of shares 452 10,960
Sales awaiting settlement 2,19 -
Accrued revenue 3,593 5,678
Foreign withholding tax recoverable 54 50
Total debtors 6,294 16,688
CASH AND BANK BALANCES

2017 2016

£000 £000
Amounts held at futures clearing houses and brokers 14,065 28,838
Cash and bank balances 237,835 468,454
Total cash and bank balances 251,900 497,292
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10 OTHER CREDITORS
2017 2016
£000 £000
Amounts payable for the cancellation of shares (575) (703)
Purchases awaiting settlement (37,845) (13,474)
Accrued expenses (488) (454)
Amounts payable to ACD (505) (813)
Accrued performance fee (104) -
Total other creditors (39,517) (15,444)
11 DILUTION ADJUSTMENT

12

13

Under certain circumstances the ACD has the power to charge a dilution
adjustment on the purchase and/or redemption of shares. If charged, the dilution
adjustment will be paid into the fund. Full details of the operation of the scheme
can be found in the Prospectus.

RELATED PARTY TRANSACTIONS

Threadneedle Investment Services Limited, as ACD, is a related party and acts as
principal in respect of all transactions of shares in the fund.

The aggregate monies received through issues and paid on cancellations are
disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
Any amounts due to or from Threadneedle Investment Services Limited at the end
of the accounting period are disclosed in Notes 8 and 10.

Amounts payable to Threadneedle Investment Services Limited in respect of
fund management and registration services are disclosed in Note 4 and amounts
outstanding at the year end in Note 10.

All transactions have been entered into in the ordinary course of business on
normal commercial terms.

SHAREHOLDER FUNDS

Threadneedle UK Absolute Alpha Fund currently has four share classes; Class 1,
Class 2, Class X and Class Z shares. The charges on each share class are as
follows:

Annual management charge

Class 1 shares 1.50%
Class 2 shares 1.00%
Class X shares N/A*
Class Z shares 0.75%
Registration fees

Class 1 shares 0.110%
Class 2 shares 0.035%
Class X shares 0.035%
Class Z shares 0.110%

The net asset value of each share class, the net asset value per share, and
the number of shares in each class are given in the comparative tables on
pages 32 to 34. The distribution per share class is given in the distribution table
on pages 30 to 31.

All classes have the same rights on winding up.

*X Shares are not subject to an Annual Management Charge.

Reconciliation of shares

2017
Class 1 — Accumulation shares
Opening shares 28,039,213
Shares issued 796,544
Shares redeemed (13,245,262)
Net conversions (145,711)
Closing shares 15,444,784
Class 1 EUR Hedged — Accumulation shares
Opening shares 37,209,977
Shares issued 24,266,829
Shares redeemed (47,853,045)
Net conversions -
Closing shares 13,623,761
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2017
Class 2 — Income shares
Opening shares 3,000
Shares issued 271,784
Shares redeemed (271,784)
Net conversions -
Closing shares 3,000
Class 2 — Accumulation shares
Opening shares 97,391,528
Shares issued 12,942,032
Shares redeemed (41,860,872)
Net conversions (232,245)
Closing shares 68,240,443
Class 2 EUR Hedged — Accumulation shares
Opening shares 309,103,768
Shares issued 50,179,639
Shares redeemed (255,334,158)
Net conversions (106,405)
Closing shares 103,842,844
Class X — Accumulation shares
Opening shares 3,000
Shares issued 48,947,876
Shares redeemed (514,676)
Net conversions -
Closing shares 48,436,200
Class Z - Income shares
Opening shares 60,739,726
Shares issued 16,087,224
Shares redeemed (22,174,413)
Net conversions 70,643
Closing shares 54,723,180
Class Z — Accumulation shares
Opening shares 262,986,098
Shares issued 40,690,017
Shares redeemed (65,519,045)
Net conversions 480,548
Closing shares 238,637,618
Class Z CHF Hedged — Accumulation shares
Opening shares 7,069,856
Shares issued 226,311
Shares redeemed (6,953,770)
Net conversions —
Closing shares 342,397
Class Z EUR Hedged — Accumulation shares
Opening shares 14,832,227
Shares issued 2,971,155
Shares redeemed (6,906,560)
Net conversions -
Closing shares 10,896,822
Class Z USD Hedged — Accumulation shares
Opening shares 2,553,384
Shares issued 1,168,209
Shares redeemed (1,695,188)
Net conversions -
Closing shares 2,026,405
RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.
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Value at Risk (VaR) disclosure

VaR is used to measure the level of Global Exposure which the fund undertakes.
VaR is measured in three variables: the amount of potential loss, the probability of
that amount of loss, and the time frame.

The fund's VaR limit is 10.0% and is measured using the covariance model based
on a 99% confidence limit over a 1 month holding period, using the previous
180 weeks of data.

As at year end the fund’s VaR was 3.5% (2016: 2.7%). This means that there is
estimated to be a 1% chance that the fund could lose more than 3.5% (2016: 2.7%)
of its value in a month.

At 30 April, 2017 the VaR utilisation was 35% (2016: 26%) (actual VaR/VaR
limit). During the year ended 30 April, 2017 the lowest VaR utilisation was 15%
(2016: 25%), the highest VaR utilisation was 53% (2016: 95%) and the average
utilisation was 34% (2016: 38%).

Currency exposures

A portion of the net assets of the fund are denominated in currencies other than
Sterling, with the effect that the balance sheet and total return can be affected
by currency movements.

Non-

Monetary monetary
exposures exposures Total
Currency 2017 £000 £000 £000
Euro (23) 163,384 163,361
Swiss Franc 3 394 397
US Dollar 308 2421 2,729
Currency 2016 £000 £000 £000
Euro 735 429,233 429,968
Swiss Franc (22) 7,529 7,507
US Dollar 90 2,693 2,783

Currency sensitivity analysis

The only material currency exposure of the fund is to the Euro. A movement of
7.75% (2016: 6.74%) in this currency (equivalent to the movement in the year)
would resultin a change in the fund value of 1.84% (2016: 2.90%).

Credit/Counterparty exposure
The following details exposure to counterparties obtained through the use of
derivatives:

Forward Foreign Portfolio
Futures Exchange Contracts Swaps  Collateral
2017 Exposure Exposure  Exposure Pledged
Counterparty £000 £000 £000 £000
JP Morgan - - - 6,600
UBS 1,459 - - 3,100
Forward Foreign Portfolio
Futures Exchange Contracts Swaps  Collateral
2016 Exposure Exposure  Exposure Pledged
Counterparty £000 £000 £000 £000
J.P. Morgan - 1,389 - 9,150
UBS - - 1,988 -

The fund did not hold any collateral received from the fund’s counterparties in
the current year (2016: £710,000). The collateral held was in the form of cash.
Collateral received is not owned by the fund and therefore is not included in the
fund’s cash balance.

Positive exposure represents the fund’s exposure to that counterparty and not the
fund’s holdings with that counterparty.

Interest rate risk

Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

As part of the fund strategy, the fund manager is permitted to short sell in
accordance with the investment restrictions to obtain leverage. To achieve this,
the fund has entered into a portfolio swap throughout this accounting period,
whereby the total return of a basket of securities, including capital appreciation
or depreciation, has been received in exchange for a series of periodic cash
flows calculated by reference to financing costs, stock loan fees and interest in
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respect of short positions. The swap is subject to a monthly reset process, thereby
crystallising returns and risk exposure each month. The use of short selling
strategies increases the risk profile of the fund, and may result in a higher degree
of volatility than a fund that does not employ short exposure. Any such positions
entered into are regularly reviewed by the fund manager.

Interest rate risk profile of financial assets and financial liabilities

The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets not

financial financial carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
Euro 1 - 164,047 164,048
Swiss Franc 3 - 394 397
UK Sterling 251,896 88,184 389,065 729,145
US Dollar 1 - 2,728 2,729
Currency 2016 £000 £000 £000 £000
Euro 2 - 436,396 436,398
Swiss Franc - - 7,541 7,541
UK Sterling 497,332 - 520,273 1,017,605
US Dollar - - 2,937 2,937

Financial

Floating rate Fixed rate liabilities

financial financial  not carrying
liabilities liabilities interest Total
Currency 2017 £000 £000 £000 £000
Euro - - (687) (687)
UK Sterling - - (209,103) (209,103)
Currency 2016 £000 £000 £000 £000
Euro - - (6,430) (6,430)
Swiss Franc - - (34) (34)
UK Sterling - - (458,517) (458,517)
US Dollar - - (154) (154)

Interest rate risk sensitivity

No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances (2016: same).

Derivatives including forward foreign exchange contracts, futures and portfolio
swaps are employed when they are the cheapest and most efficient method of
gaining exposure. This increases the risk profile of the fund and may result in a
higher degree of volatility. All open positions are regularly reviewed by the fund
manager.

At 30 April 2017, the fund had outstanding forward foreign exchange contracts,
futures and portfolio swaps with an asset value of £1,459,000 (2016: £3,400,000) and
a liability value of £3,268,000 (2016: £1,481,000).

FAIR VALUE DISCLOSURE

The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:

Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.

Level 2 — Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from
market data. This category will typically include debt securities and collective
investments schemes.

Level 3 — Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted
securities.
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(continued)
2017 2016
Assets Liabilities Assets Liabilities
Valuation technique £000 £000 £000 £000
Level 1 471,120 - 502,644 (5,090)
Level 2 - (3,268) - -
Level 3 - - 3,400 (23)
471,120 (3,268) 506,044 (5,113)
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Included within Level 1 are debt securities of £88,184,000 (2016: £Nil). The valuation
of some highly liquid exchange-traded debt securities (G7 sovereign debt,
supranational debt or certain corporate bonds) is sufficiently close to a binding
quoted price to categorise at this level.

CONTINGENT LIABILITIES AND COMMITMENTS

There are no contingent liabilities and commitments outstanding (2016: £Nil).

PORTFOLIO TRANSACTION COSTS
2017
Value Commissions Taxes
Purchases £000 £000 %  £000 %
Bonds 1,109,685 - - - -
Equities 341,455 314 009 1630 048
Corporate actions 2,721 - - - -
Total 1,453,861 314 1,630
Gross purchases total: 1,455,805
Value Commissions Taxes
Sales £000 £000 %  £000 %
Bonds 1,021,701 - - - -
Equities 513,240 an 0.09 - -
Corporate actions 7,663 - - - -
Total 1,542,604 an -
Total sales net of transaction costs: 1,542,163
Transaction costs as a percentage
of average Net Assets
Commissions: 0.09%
Taxes: 0.20%
Commissions
£000
Futures 29
2016
Value Commissions Taxes
Purchases £000 £000 %  £000 %
Equities 491,206 511 0.10 2,255 046
Total 491,206 511 2,255
Gross purchases total: 493,972
Value Commissions Taxes
Sales £000 £000 %  £000 %
Equities 153,429 184 0.12 - 000
Corporate actions 4,795 - 0.00 - 0.00
Total 158,224 184 -
Total sales net of tr tion costs: 158,040
Transaction costs as a percentage
of average Net Assets
Commissions: 0.10%
Taxes: 0.34%
Commissions
£000

Futures 24

Portfolio transaction costs are incurred by the fund when buying and selling
underlying investments. These vary depending on the class of investment, country
of exchange and method of execution.

These costs can be classified as either direct or indirect transaction costs:
Direct transaction costs: Broker commissions, fees and taxes.

Indirect transaction costs: ‘Dealing spread’ - the difference between the buying
and selling prices of the fund’s underlying investments.

In order to protect existing investors from the effects of dilution, portfolio
transaction costs incurred as a result of investors buying and selling shares in
the fund are recovered from those investors through a “dilution adjustment’ to the
price they pay or receive.

At the balance sheet date, the portfolio dealing spread was 0.11% (2016: 0.14%),
being the difference between the respective buying and selling prices for the
fund’s investments.
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Investment Report

Investment Objective

The investment objective of the Absolute Return Bond Fund is to achieve
a total positive return over a 12 month period in all market conditions.
There is a risk to capital, and there is no guarantee that such a return
will be achieved within 12 months, or any other timescale.

Investment Policy

The ACD’s investment policy is to invest the assets of the Fund so as to
gain exposure to global bond and currency markets. The ACD will invest
primarily in derivatives, cash and near cash, fixed interest securities,
index linked securities, money market instruments and deposits. At times
the portfolio may be concentrated in any one or a combination of such
assets. The ACD may take long and short positions through derivatives
in such issues.

Performance of Accumulation Class 1 Shares*

Over the twelve months to 30 April 2017, the published share price of
the Threadneedle Absolute Return Bond Fund has fallen from 60.49p to
57.07p.

Using noon prices, the performance of the Class 1 share class was -5.65%
and -5.05% for the Class 2 share class compared to a return of +3.00%
for the Morningstar UK Unit Trusts/OEICS — (IA) Absolute Return Peer
Group (on a bid to bid basis, with income reinvested for a UK basic rate
taxpayer).

For information purposes, the LIBOR 3 Month Deposit Rate returned
+0.42%.

Market Overview and Portfolio Activity

There were several regime changes in the review period, with central
banks appearing to retreat from the dogma of flatter yield curves and
negative interest rates. The rise of populism manifested itself most
clearly in the UK's vote to exit the EU and Donald Trump's election as
US president. However, populist parties suffered in elections in the
Netherlands and France.

Trump’s election led to a widespread bond-market correction amid
expectations that his politics would push up inflation and the fiscal

deficit. This accelerated following OPEC's November announcement that
it would cut output and after the Federal Reserve’s December meeting.
The 25 basis-point rate hike at this meeting was fully expected but
policymakers’ projections of three rate hikes in 2017, as opposed to two,
were unexpected and less palatable to investors. By contrast, the first
hike of 2017 — in March — was followed by a bond market rally as Chair
Yellen reiterated that the US Federal Reserve would proceed slowly with
future hikes. The end of the year saw the “Trumpflation” trade ebb as it
became apparent Trump’s policies lacked detail.

Other major developed-world central banks eased policy over the period.
The Bank of England expanded its stimulus, cut rates and introduced a
cheaper bank funding scheme in anticipation of a growth slowdown in
the aftermath of the Brexit referendum. The Bank of Japan (BoJ) moved
from targeting the quantity of money to the price of it, by committing to
keep medium-term bond yields around 0% to steepen the yield curve.
The BodJ also committed to overshoot the inflation target to raise inflation
expectations.

The European Central Bank (ECB) held fire in the wake of the Brexit
vote. However, in late 2016, the central bank extended its bond-buying
scheme until at least December 2017, albeit at a reduced monthly rate
from April. In early 2017, worries over populism in Europe pressured
peripheral and French bonds. These fears were eased by the defeat of the
eurosceptic Freedom Party in the Dutch elections in March and later, by
growing confidence that the next French president would be a Europhile.
This benefited periphery bonds although Italian bonds remained under
pressure amid concerns over the country’s banks.

Within rates, in the first half of the period, we broadly positioned for a
flatter yield curve in the US, given subdued inflation around the world.
Towards the end of 2016, we moved to a long position, due to our lack of
conviction that fiscal stimulus could sustainably end the secular forces
affecting inflation. In 2017, we held a broadly steepening bias to core
government bond curves given the slow withdrawal of policy stimulus in
an inflationary environment and the shift to shorter maturity bonds in the
ECB purchase programme. We maintained short positions on Italian debt
throughout the second half of the period to reflect the reduced support
from the ECB and residual political risk there. Select emerging markets

local rates continued to offer value where central banks had room to ease
policy that had previously been tightened to offset currency weakness.

Within currency strategies, we increased exposure to US dollars over the
first half of the year, as the market pricing of the Fed's intentions remained
too benign relative to our expectations. Ahead of the US election, we
closed the exposure to the Mexican peso due to the tail risk impact of
a Trump victory. At the end of 2016, our long exposure to the US dollar
was largely expressed against the Chinese renminbi and New Zealand
dollar. As “Trumponomics” hopes faded in early 2017, we reduced our
long dollar bias and moved to a long euro position to reflect the improving
fundamentals and what we viewed as overblown political risk.

One of the major unknowns over the coming quarters will be the extent
to which President Trump can deliver on his campaign promises of
infrastructure spending, tax reform and trade protection. Full delivery of
these promises on an economy that is already close to full employment
may be inflationary and could influence the US Federals plans to
normalise policy. However, the ineffectual leadership displayed so far,
and the diffuse nature of Republican aims, suggests that there could be
some policy disappointments; consequently the dollar's path in 2017 is
uncertain.

In Europe, the story appears more clear-cut, with a steadily improving
economy and the potential for a paring back of policy support from the
ECB at some stage this year. Given the rapid reduction in economic
slack in the eurozone, we feel more confident of the prospects for the
single currency, providing political risks pass without incident. The likely
tapering of quantitative easing from the ECB as well as a start to the Fed's
balance sheet runoff are likely to insert some term premium back into
bond markets and support our view of steeper yield curves, particularly
in the eurozone.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing on
what investors were thinking prior to the vote.
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STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 1 May 2016 to 30 April 2017 as at 30 April 2017
2017 2016 2017 2016
Notes £000 £000 Notes £000 £000
Income Assets:
Net capital losses 2 (6,458) (13,576) Fixed assets:
Revenue 3 2,042 3,186 Investments 41,597 149,437
Expenses 4 (942) (2,214) Current assets:
Interest payable and similar charges 5 (759) (2,616) Debtors 8 461 2,053
Net revenue/(expense) before taxation 341 (1,644) Cash and bank balances 9 2,795 35,190
Taxation 6 - - Total assets 44,853 186,680
Net revenue/(expense) after taxation 34 (1,644) Liabilities:
Total return before distributions (6,117) (15,220) Investment liabilities (636) (4,162)
Distributions 7 (375) - Creditors:
Change in net assets attributable to Bank overdrafts 9 (135) (341)
shareholders from investment activities (6,492) (15,220 Other creditors 10 (184) (796)
Total liabilities (955) (5,299)
Net assets attributable to shareholders 43,898 181,381
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 1 May 2016 to 30 April 2017
for the accounting period 1 May 2016 to 30 April 2017 o
Interest distribution in pence per share
2017 2016 .
£000 £000 Class 1 — Accumulation shares'
i i There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
Opening net assets attributable to shareholders 181,381 234,423 as expenses exceed revenue (2016: Nil).
Amounts receivable on the issue o_f shares 9,833 60,016 Class 1 EUR Hedged — Accumulation shares*"
Amounts payable on the cancellation of shares (141,018) (97,894) There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
(131,185) (37,878) as expenses exceed revenue (2016: Nil).
Dilution adjustment 60 56 Class 1 - Gross accumulation shares
Change in net assets attributable to shareholders from There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
investment activities (see statement of total return above) (6,492) (15,220) as expenses exceed revenue (2016: Nil).
Retained distribution on accumulation shares 134 - Class 1 EUR Hedged — Gross accumulation shares*
Closing net assets attributable to shareholders 43,398 181,381 There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
. as expenses exceed revenue (2016: Nil).
Class 1 USD Hedged — Gross accumulation shares*
There is no distribution for the accounting period 1 May 2016 to 30 April 2017,
*In pound Sterling and against UK peer group. as expenses exceed revenue (2016: Nil).
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(continued)

Class 2 — Accumulation shares'

Distribution Gross Revenue Revenue
Period Revenue isati A

2017 2016
Group 1
01/05/16 to 30/04/17 0.3729 - 0.3729 -
Group 2
01/05/16 to 30/04/17 0.2548 0.1181 0.3729 -
Total distributions in the period 0.3729 -
Class 2 — Gross accumulation shares
Distribution Gross Gross Revenue Gross Revenue
Period Revenue isati A

2017 2016
Group 1
01/05/16 to 30/04/17 0.3752 - 0.3752 -
Group 2
01/05/16 to 30/04/17 0.1607 0.2145 0.3752 -
Total distributions in the period 0.3752 -
Class 2 EUR Hedged - Gross accumulation shares*
Distribution Gross Gross Revenue Gross Revenue
Period Revenue isati A A

2017 2016
Group 1
01/05/16 to 30/04/17 0.6070 - 0.6070 0.0380
Group 2
01/05/16 to 30/04/17 0.6070 - 0.6070 0.0380
Total distributions in the period 0.6070 0.0380
Class X — Gross accumulation shares
Distribution Gross Gross Revenue Gross Revenue
Period Revenue isati A

2017 2016
Group 1
01/05/16 to 30/04/17 1.2435 - 1.2435 0.2869
Group 2
01/05/16 to 30/04/17 1.2435 - 1.2435 0.2869
Total distributions in the period 1.2435 0.2869

Group 2: shares purchased during a distribution period.
*For launch dates, refer to the footnotes after the comparative tables.

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net.
Further details can be found in the Important Information section.

" Distributions paid before 6 April 2017 have been paid net.
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Comparative Table Disclosure

Class 1 - Accumulation shares Class 1 EUR Hedged — Accumulation shares
30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016"
Change in net assets per share
Opening net asset value per share (p) 60.43 64.97 63.06 98.58 100.00
Return before operating charges (p) (2.61) (3.67) 279 2.57 (1.18)
Operating charges (p) (0.78) (0.87) (0.88) (1.35) (0.24)
Return after operating charges (p)* (3.39) (4.54) 1.91 1.22 (1.42)

Distributions (p) - - - _ _
Retained distributions on accumulation shares (p)**

Closing net asset value per share (p) 57.04 60.43 64.97 99.80 98.58
*after direct transaction costs of (p) - - - - _

Performance

Return after charges (%) (5.61) (6.99) 3.03 1.24 (1.42)

Other information

Closing net asset value (£000) 19,887 30,697 80,771 10 10

Closing number of shares 34,866,304 50,794,716 124,321,826 10,000 10,000

Operating charges (%)*** 1.33 1.38 1.39 1.31 1.37

Direct transaction costs (%)**** - - - - -

Prices

Highest share price (p) 60.99 66.90 65.04 110.37 102.95

Lowest share price (p) 56.86 58.96 58.26 93.82 98.00

Class 1 - Gross accumulation shares® Class 1 EUR Hedged — Gross accumulation shares®

30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/20167

Change in net assets per share

Opening net asset value per share (p) 61.92 66.56 64.61 98.58 100.00

Return before operating charges (p) (2.64) (3.75) 2.85 2.57 (1.18)

Operating charges (p) (0.84) (0.89) (0.90) (1.35) (0.24)

Return after operating charges (p)* (3.48) (4.64) 1.95 1.22 (1.42)

Distributions (p) - - . - _
Retained distributions on accumulation shares (p)** - - - _ _

Closing net asset value per share (p) 58.44 61.92 66.56 99.80 98.58
*after direct transaction costs of (p) - - . - _

Performance

Return after charges (%) (5.62) (6.97) 3.02 1.24 (1.42)
Other information

Closing net asset value (£000) 2,002 39,830 45,592 10 10
Closing number of shares 3,425,285 64,329,631 63,987,368 10,000 10,000
Operating charges (%)*** 1.38 1.38 1.39 1.31 1.37"
Direct transaction costs (%)**** - - - - -
Prices

Highest share price (p) 62.48 68.54 66.63 110.37 102.95
Lowest share price (p) 58.25 60.41 59.69 93.82 98.03

M
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(continued)

Class 1 USD Hedged — Gross accumulation shares®

Class 2 - Accumulation shares

30/04/2017 30/04/2016° 30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 95.00 100.00 64.25 68.61 66.14
Return before operating charges (p) 8.06 (4.76) (2.78) (3.89) 2.95
Operating charges (p) (1.36) (0.24) (0.44) (0.47) (0.48)
Return after operating charges (p)* 6.70 (5.00) (3.22) (4.36) 247
Distributions (p) - - (0.37) - -
Retained distributions on accumulation shares (p)** - - 0.37 - -
Closing net asset value per share (p) 101.70 95.00 61.03 64.25 68.61
*after direct transaction costs of (p) - - - - -
Performance
Return after charges (%) 7.05 (5.00) (5.01) (6.35) 373
Other information
Closing net asset value (£000) 10 10 17,932 40,212 42,450
Closing number of shares 10,000 10,000 29,384,069 62,586,519 61,873,221
Operating charges (%)*** 1.31 1.38 0.71 0.71 0.72
Direct transaction costs (%)**** - - - - -
Prices
Highest share price (p) 111.14 100.48 64.85 70.69 68.68
Lowest share price (p) 90.52 95.10 60.82 62.60 61.15

Class 2 - Gross accumulation shares®

Class 2 EUR Hedged - Gross accumulation shares®

30/04/2017 30/04/2016 30/04/2015 30/04/2017 30/04/2016*
Change in net assets per share
Opening net asset value per share (p) 66.50 71.01 68.46 98.67 100.00
Return before operating charges (p) (2.89) (4.02) 3.05 2.58 (1.21)
Operating charges (p) (0.46) (0.49) (0.50) (0.72) (0.12)
Return after operating charges (p)* (3.35) (4.51) 2.55 1.86 (1.33)
Distributions (p) (0.38) - - (0.61) (0.04)
Retained distributions on accumulation shares (p)** 0.38 - - 0.61 0.04
Closing net asset value per share (p) 63.15 66.50 71.01 100.53 98.67
*after direct transaction costs of (p) - - - - -
Performance
Return after charges (%) (5.04) (6.35) 372 1.89 (1.33)
Other information
Closing net asset value (£000) 4,034 70,599 68,607 10 10
Closing number of shares 6,387,577 106,168,549 96,616,552 10,000 10,000
Operating charges (%)*** 0.71 0.71 0.72 0.70 0.70°
Direct transaction costs (%)**** - - - - -
Prices
Highest share price (p) 67.12 73.16 71.08 110.84 103.03
Lowest share price (p) 62.95 64.79 63.29 94.06 98.03
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(continued)

Class X - Gross accumulation shares®

30/04/2017 30/04/2016 30/04/2015
Change in net assets per share
Opening net asset value per share (p) 103.07 109.33 104.70
Return before operating charges (p) (4.50) (6.24) 4.65
Operating charges (p) (0.04) (0.02) (0.02)
Return after operating charges (p)* (4.54) (6.26) 4.63
Distributions (p) (1.24) (0.29) -
Retained distributions on accumulation shares (p)** 1.24 0.29 -
Closing net asset value per share (p) 98.53 103.07 109.33
*after direct transaction costs of (p) - - -
Performance
Return after charges (%) (4.40) (5.73) 4.42
Other information
Closing net asset value (£000) 3 3 3
Closing number of shares 3,001 3,001 3,001
Operating charges (%)*** 0.04 0.02 0.02
Direct transaction costs (%)**** - - -
Prices
Highest share price (p) 104.05 12.71 109.44
Lowest share price (p) 98.20 100.28 96.82

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**Any difference between the distributions and the retained distributions on accumulation shares is due to the tax withheld.

***The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.

****Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.

0nly available to eligible investors.

'Class 1 EUR Hedged — A lation shares d 24 February 2016.

2Class 1 EUR Hedged — Gross lation shares d 24 February 2016.
3Class 1 USD Hedged — Gross a lation shares d 24 February 2016.
“Class 2 EUR Hedged — Gross a lation shares d 24 February 2016.

"The Ongoing Charges Figure is annualised based on the fees incurred since commencement date.
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Notes to the financial statements
for the accounting period 1 May 2016 to 30 April 2017

1 ACCOUNTING POLICIES
The accounting policies for the fund are the same as those disclosed on pages 4
and 5.

2 NET CAPITAL LOSSES

Net capital losses during the period comprise:

2017 2016
£000 £000
Non-derivative securities 5,805 2,077
Derivative contracts (1,266) 2,664
Forward currency contracts (12,110) (14,083)
Other gains/(losses) 1,113 (4,233)
Transaction costs - (1)
Net capital losses (6,458)  (13,576)
3 REVENUE
2017 2016
£000 £000
Interest on debt securities 2,015 3,072
Interest on short term investments 8 44
Bank interest 19 70
Total revenue 2,042 3,186
4 EXPENSES
2017 2016
£000 £000
Payable to the ACD or associates of the ACD,
and the agents of either of them:
Annual management charge (833) (2,013)
Registration fees (61) (152)
(894) (2,165)
Payable to the depositary or associates of the
depositary, and the agents of either of them:
Depositary’s fees (11) (21)
Safe custody fees (13) (19)
(24) (40)
Other expenses:
Regulatory fees () (4)
Professional fees (2) -
Audit fees (17 )
(24) (9)
Total expenses® (942) (2,214)
*Including irrecoverable VAT where applicable.
5 INTEREST PAYABLE AND SIMILAR CHARGES
2017 2016
£000 £000
Interest payable @) (10
Derivative expense (752) (2,606)
Total interest payable & similar charges (759) (2,616)
6 TAXATION
2017 2016
£000 £000
a) Analysis of charge in period
Total current tax (note 6b) - -
Total tax charge for the period - —
b) Factors affecting taxation charge for period B
Net revenue/(expense) before taxation 34 (1,644)
Net revenue/(expense) before taxation multiplied
by the standard rate of corporation tax of 20% (68) 329
Effects of:
Excess expenses 68 (329)

Current tax charge for period (note 6a)
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The fund has not recognised a deferred tax asset of £1,050,346 (2016: £1,118,000)
arising as a result of having unutilised management expenses. The movement in
deferred tax asset may not agree to the excess expenses figure quoted above
due to prior year adjustments. It is unlikely that these expenses will be utilised
in future years.

Interest distributions have been made in respect of all distributions during the
period. Income tax at 20% on net share classes paid prior to 6 April 2017 will be

accounted for on shareholders’ behalf to HM Revenue & Customs.

DISTRIBUTIONS

The distribution takes account of revenue received on the creation of shares and
revenue deducted on the cancellation of shares and comprises:

2017 2016

£000 £000

Final 134 -
134 -

Add: Revenue deducted on the cancellation of shares* 266 -
Deduct: Revenue received on the creation of shares* (25) -
Net distribution for the period 375 -
Net revenue/(expense) after taxation 341 (1,644)
Equalisation on conversion 1 -
Shortfall transfer from capital to revenue 33 1,644
Total distributions 375 -

Details of the distribution per share and any share class with a shortfall are set out

in the table on pages 39 to 40.

*Equalisation was introduced with effect from 1 May 2016.

DEBTORS

2017 2016

£000 £000
Amounts receivable for the issue of shares 3 47
Accrued revenue 455 2,006
United Kingdom income tax recoverable 3 -
Total debtors 461 2,053
CASH AND BANK BALANCES

2017 2016

£000 £000
Amounts held at futures clearing houses and brokers 963 3,044
Cash and bank balances 1,832 32,146

2,795 35,190
Cash overdrafts at broker (135) (341)
Total cash and bank balances 2,660 34,849
OTHER CREDITORS

2017 2016

£000 £000
Amounts payable for the cancellation of shares (141) (637)
Accrued expenses (14) (17)
Amounts payable to ACD (29) (142)
Total other creditors (184) (796)

DILUTION ADJUSTMENT

Under certain circumstances the ACD has the power to charge a dilution
adjustment on the purchase and/or redemption of shares. If charged, the dilution
adjustment will be paid into the fund. Full details of the operation of the scheme
can be found in the Prospectus.

RELATED PARTY TRANSACTIONS

Threadneedle Investment Services Limited, as ACD, is a related party and acts as
principal in respect of all transactions of shares in the fund.

The aggregate monies received through issues and paid on cancellations are
disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
Any amounts due to or from Threadneedle Investment Services Limited at the end
of the accounting period are disclosed in Notes 8 and 10.
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Amounts payable to Threadneedle Investment Services Limited in respect of
fund management and registration services are disclosed in Note 4 and amounts
outstanding at the year end in Note 10.

All transactions have been entered into in the ordinary course of business on
normal commercial terms.

SHAREHOLDER FUNDS
Threadneedle Absolute Return Bond Fund currently has three share classes;
Class 1, Class 2 and Class X shares. The charges on each share class are as follows:

Annual management charge

Class 1 shares 0.85%
Class 2 shares 0.50%
Class X shares N/A*
Registration fees

Class 1 shares 0.110%
Class 2 shares 0.035%
Class X shares 0.035%

The net asset value of each share class, the net asset value per share, and
the number of shares in each class are given in the comparative tables on
pages 41 to 43. The distribution per share class is given in the distribution table
on pages 39 to 40.

All classes have the same rights on winding up.

*X Shares are not subject to an Annual Management Charge.

Reconciliation of shares

2017
Class 1 — Accumulation shares
Opening shares 50,794,716
Shares issued 607,483
Shares redeemed (15,909,870)
Net conversions (626,025)
Closing shares 34,866,304
Class 1 EUR Hedged — Accumulation shares
Opening shares 10,000
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 10,000
Class 1 - Gross accumulation shares
Opening shares 64,329,631
Shares issued 3,515,831
Shares redeemed (64,387,961)
Net conversions (32,216)
Closing shares 3,425,285
Class 1 EUR Hedged — Gross accumulation shares
Opening shares 10,000
Shares issued 28
Shares redeemed (28)
Net conversions -
Closing shares 10,000
Class 1 USD Hedged — Gross accumulation shares
Opening shares 10,000
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 10,000
Class 2 — Accumulation shares
Opening shares 62,586,519
Shares issued 1,333,546
Shares redeemed (35,129,913)
Net conversions 593,917
Closing shares 29,384,069
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2017
Class 2 — Gross accumulation shares
Opening shares 106,168,549
Shares issued 10,244,272
Shares redeemed (110,048,730)
Net conversions 23,486
Closing shares 6,387,577
Class 2 EUR Hedged — Gross accumulation shares
Opening shares 10,000
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 10,000
Class X — Gross accumulation shares
Opening shares 3,001
Shares issued -
Shares redeemed -
Net conversions -
Closing shares 3,001
RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.

Value at Risk (VaR) disclosure

VaR is used to measure the level of Global Exposure which the fund undertakes.
VaR is measured in three variables: the amount of potential loss, the probability of
that amount of loss, and the time frame.

The fund’s VaR limit is 3.3% and is measured using the covariance model based
on a 99% confidence limit over a 1 month holding period, using the previous
180 weeks of data.

As at year end the fund’s VaR was 2.4% (2016: 3.2%). This means that there is
estimated to be a 1% chance that the fund could lose more than 2.4% (2016: 3.2%)
of its value in a month.

At 30 April, 2017 the VaR utilisation was 73% (2016: 97%) (actual VaR/VaR
limit). During the year ended 30 April, 2017 the lowest VaR utilisation was -13%
(2016: 37%), the highest VaR utilisation was 101% (2016: 103%) and the average
utilisation was 74% (2016: 88%).

"The benchmark of the fund is shown on page 218.

Currency exposures
A portion of the net assets of the fund are denominated in currencies other than
Sterling, with the effect that the balance sheet and total return can be affected
by currency movements.

Monetary Non-monetary

exposures exposures Total
Currency 2017 £000 £000 £000
Australian Dollar (77) 122 45
Canadian Dollar 10 (11) (1)
China Renminbi - (15) (15)
Czech Koruna - 2,163 2,163
Euro 128 5,581 5,709
Hungarian Forint - (46) (46)
Japanese Yen 10 (4,414) (4,404)
Mexican Peso 10 (10) -
New Zealand Dollar 10 (8) 2
Polish Zloty 10 (166) (156)
Russian Ruble 82 (222) (140)
Swedish Krona 10 (27) (17)
Swiss Franc 10 1,553 1,563
US Dollar 851 (1,175) (324)
Currency 2016 £000 £000 £000
Australian Dollar 157 23 180
Canadian Dollar 91 (17,240) (17,149)
China Renminbi - (56,425) (56,425)
Euro 448 70,940 71,388
Japanese Yen 90 (52,766) (52,676)
Mexican Peso 91 37,042 37,133
New Zealand Dollar 89 (36,283) (36,194)
Norwegian Krone - (26) (26)
Russian Ruble - (18,749) (18,749)
US Dollar 167 70,254 70,421
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Currency sensitivity

The fund has a material exposure to the following currencies. The table shows
how the fund value will increase or decrease based on the movement in the
currency (equivalent to the currency movement in the year).

Currency Movement

Fund Movement

Currency 2017 % %
Euro 1.75 1.01
Japanese Yen 778 0.78

Currency Movement

Fund Movement

Currency 2016 % %
China Yuan Renminbi 0.35 0.1
Euro 6.74 2.65
Japanese Yen 14.77 4.29
Mexican Peso 6.30 1.29
New Zealand Dollar 379 0.76
Russian Ruble 19.52 (2.02)
US Dollar 4.68 1.82

Credit/Counterparty exposure

The following details exposure to counterparties obtained through the use of

derivatives:
Forward Foreign

Futures Exchange Contracts  Collateral
2017 Exposure Exposure Pledged
Counterparty £000 £000 £000
Barclays - " -
Citigroup - 32 -
HSBC - 86 -
J.P. Morgan - 104 -
Lloyds - 12 -
UBS - 300 -

Forward Foreign

Futures Exchange Contracts  Collateral
2016 Exposure Exposure Pledged
Counterparty £000 £000 £000
Citigroup - - 670
HSBC - - 990
J.P.Morgan - 1,068 620
RBS - - 1,440
UBS 524 - -

The fund did not hold any collateral received from the fund’s counterparties in
the current year (2016: £2,060,000). The collateral held was in the form of cash.
Collateral received is not owned by the fund and therefore is not included in the
fund’s cash balance.

Positive exposure represents the fund’s exposure to that counterparty and not the
fund’s holdings with that counterparty.

Analysis of investments by credit ratings

2017 2016

Value % of Value % of

£000 Investment £000 Investment

AAA - - 6,726 4.63
Aaa 1,501 3.66 9,959 6.86
AA+ - - 10,656 1.34
Aalu 8,837 21.57 - -
AA 2,321 5.67 3,085 2.12
Aa2 682 1.67 - -
AA- 2,216 5.41 10,704 1.37
A+ 1,518 37N 14,338 9.87
A 3,022 7.38 12,550 8.64
A2 - - 3,777 2.60
A- 1,512 3.69 17,322 11.92
BBB+ 7,636 18.64 25,473 17.53
BBB 5,197 12.69 26,471 18.22
Baa2 - - 5,052 3.48
Not Rated 6,091 14.87 - -
Derivatives 428 1.04 (838) (0.58)
40,961 100.00 145,275 100.00

The derivative positions do not have a significant impact on the risk profile.
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Interest rate risk

The fund’s floating rate investments earn interest which is variable, based on
LIBOR or its overseas equivalent.

Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

Interest rate risk profile of financial assets and financial liabilities
The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets

financial financial  not carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
Australian Dollar 10 - 2,569 2,579
Canadian Dollar 10 - - 10
China Renminbi - - 29,159 29,159
Czech Koruna - - 23,501 23,501
Euro 128 - 30,274 30,402
Japanese Yen 10 - 314 324
Mexican Peso 10 - - 10
New Zealand Dollar 10 - - 10
Polish Zloty 10 - 9 19
Russian Ruble - 6,091 1,281 1,372
Swedish Krona 10 - - 10
Swiss Franc 10 - 1,800 1,810
UK Sterling 4,861 28,506 18,223 51,590
US Dollar 878 2,783 39,787 43,448
Currency 2016 £000 £000 £000 £000
Australian Dollar 158 - 23 181
Canadian Dollar 91 - 11,353 11,444
China Renminbi - - 1,037 1,037
Euro 449 - 81,828 82,277
Japanese Yen 90 - - 90
Mexican Peso 91 - 37,578 37,669
New Zealand Dollar 89 - 459 548
Norwegian Krone - - 10,971 10,971
UK Sterling 58,771 103,360 36,193 198,330
US Dollar 362 17,836 191,870 210,068

Financial

Floating rate Fixed rate liabilities

financial financial  not carrying
liabilities liabilities interest Total
Currency 2017 £000 £000 £000 £000
Australian Dollar (88) - (2,446) (2,534)
Canadian Dollar - - (11) (11)
China Renminbi - - (29,174) (29,174)
Czech Koruna - - (21,338) (21,338)
Euro - - (24,693) (24,693)
Hungarian Forint - - (46) (46)
Japanese Yen - - (4,728) (4,728)
Mexican Peso - - (10) (10)
New Zealand Dollar - - (8) (8)
Polish Zloty - - (175) (175)
Russian Ruble - - (7,512) (7,512)
Swedish Krona - - (27) (27)
Swiss Franc - - (247) (247)
UK Sterling - - (12,071) (12,071)
US Dollar (47) - (43,725) (43,772)
Currency 2016 £000 £000 £000 £000
Canadian Dollar - - (28,593) (28,593)
China Renminbi - - (57,462) (57,462)
Euro - - (10,889) (10,889)
Japanese Yen - - (52,766) (52,766)
Mexican Peso - - (536) (536)
New Zealand Dollar - - (36,742) (36,742)
Norwegian Krone - - (10,997) (10,997)
Russian Ruble - - (18,749) (18,749)
UK Sterling - - (14,852) (14,852)
US Dollar (340) - (139,307) (139,647)
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Interest rate risk sensitivity
No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances (2016: same).

Derivative risks

Derivatives including credit default swaps, forward foreign exchange contracts
and futures are employed when they are the cheapest and most efficient method
of gaining exposure. This increases the risk profile of the fund and may result in
a higher degree of volatility. All open positions are regularly reviewed by the fund
manager. The fund has entered into various credit default swaps, forward foreign
exchange contracts and futures during this accounting period. Such contracts
commit the fund to future deliveries or receipts, typically three months forward, of
assets and liabilities, at prices decided at the point of striking the contract. They
therefore allow the fund manager to limit risk, or to enhance fund performance in
return for the acceptance of greater risk.

At 30 April 2017, the fund had outstanding credit default swaps, forward foreign
exchange contracts and futures with an asset value of £1,064,000 (2016: £3,324,000)
and a liability value of £636,000 (2016: £4,162,000).

15 FAIR VALUE DISCLOSURE
The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:
Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.
Level 2 — Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted
market prices in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or other valuation
techniques where all significant inputs are directly or indirectly observable from
market data. This category will typically include debt securities and collective
investments schemes.
Level 3 — Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted

securities.
2017 2016
Assets Liabilities Assets Liabilities
Valuation technique £000 £000 £000 £000
Level 1 9,221 (429) 7419 (121)
Level 2 32,376 (207) 142,018 (4,041)
41,597 (636) 149,437 (4,162)

Included within Level 1 are debt securities of £8,837,000 (2016: £6,774,000). The
valuation of some highly liquid exchange-traded debt securities (G7 sovereign
debt, supranational debt or certain corporate bonds) is sufficiently close to a
binding quoted price to categorise at this level.

16 CONTINGENT LIABILITIES AND COMMITMENTS
There are no contingent liabilities and commitments outstanding (2016: £Nil).

17 PORTFOLIO TRANSACTION COSTS
During the period under review the fund’s purchases and sales of bonds
amounted to £97,616,980 (2016: £180,820,569) and £207,349,692 (2016: £247,279,143)
respectively. Corporate action costs and proceeds amounted to £nil (2016: £nil)
and £13,349 (2016: £260,557) respectively.
The purchases and sales are not subject to transaction costs.
Commissions on futures traded in the period amounted to £788 (2016: £xxx).
At the balance sheet date, the portfolio dealing spread was 0.11% (2016: 0.24%),
being the difference between the respective buying and selling prices for the
fund’s investments.
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Investment Report

Investment Objective
The objective of the Sterling Medium and Long-Dated Corporate
Bond Fund is to achieve a long-term total return.

Investment Policy

The policy of the Sterling Medium and Long-Dated Corporate
Bond Fund is to invest principally in investment grade Sterling
denominated corporate bonds, predominately those with a
maturity of more than 5 years. In addition, the Fund may invest
in, non-Sterling investment grade bonds, sub-investment grade
bonds, convertible bonds and preference shares, of any maturity.
The Fund may also invest in other transferable securities, collective
investment schemes, money market instruments, deposits, cash
and near cash.

Performance of Gross Income Class 2 Shares**
Over the four months to 30 April 2017%, the published share price
of Class 2 shares in the Threadneedle Sterling Medium and Long-
Dated Corporate Bond Fund has risen from 127.13p to 133.31p.

For comparison, using noon prices, the performance of the Class 2
share class was +5.13% compared to a return of +4.22% for the
Morningstar UK Unit Trusts/OEICS — (IA) Sterling Corporate Bond
Peer Group (on a bid to bid basis, with income reinvested for a UK
basic rate taxpayer).

For information purposes, using global close prices, the total return
of the iBoxx GBP Non-Gilt (5+ Y) was +5.08%.

Market Overview and Portfolio Activity

UK corporate bonds delivered positive returns in the 12 months
under review and outperformed gilts. The period was marked by two
political shocks that drove large market moves. The first was the
UK's unexpected decision, in June, to leave the EU, while the second
was Donald Trump’s victory in November's US presidential election.
The vote for “Brexit” saw 10-year gilt yields fall to record lows as
investors sought havens. Credit spreads widened, having tightened
earlier in anticipation of the inclusion, from June, of corporate
bonds in the European Central Bank's (ECB's) purchase programme.

Subsequently, though, sterling credit markets resumed their tightening
trend. The Bank of England's (BoE's) post-referendum stimulus also
bolstered sentiment. This comprised a cut in the base rate to a record
low of 0.25%, more gilt purchases, a renewed corporate-bond-buying
programme, and a bank-funding scheme. The rate cut was widely
anticipated but the rest exceeded expectations. This sent gilt yields
to fresh lows and led to tighter spreads and a dramatic uptick in
primary market activity. Expectations of accommodative monetary
policy elsewhere also supported bonds as the Brexit vote caused the
Federal Reserve to hold fire on rate hikes.

Trump's election led to a widespread core bond-market correction amid
expectations that his politics would push up inflation and the fiscal
deficit. Investment grade corporate credit also suffered but the asset
class was more resilient than gilts. The bond sell-off accelerated after
the Federal Reserve's December meeting. The 25 basis-point rate hike
at this meeting was fully expected but policymakers’ projections of
three rate hikes in 2017, as opposed to two, were unexpected and less
palatable to investors.

In the first quarter of 2017, worries over European politics and
waning “Trumpflation” trades — following the president's failure
to reform Obamacare — supported gilts. However, yields trended
higher following some hawkish dissent at the BoE's meeting in
March and the release of data showing that inflation had crossed
the central bank’s target. Despite this, the UK's central bank held
fire on policy changes after its stimulus in August. By contrast, the
Fed's first hike of 2017 — in March — was followed by a bond market
rally as Chair Yellen reiterated that the Fed would proceed slowly
with future hikes.

Towards the end of the review period, the UK prime minister
unexpectedly announced a snap June election. This move was
taken positively by the market as investors priced in a “soft Brexit”.
However, growing hopes that the next French president would not be a
Eurosceptic weighed on gilts as Emmanuel Macron's victory in the first
round vote turned investors against safe havens.

Over the year as a whole, credit spreads tightened (by 22 basis
points) and the asset class delivered excess returns of 4.06% over
gilts.

At the start of the review period, we reduced relative duration as
yields fell. We were also cautious on credit against a backdrop
of weaker macro data and increasingly equity-friendly corporate
activity; consequently, we marginally reduced risk. Following the
Brexit vote, we focused on adding names that had sold-off but
which we believed had little to do with the outlook for the UK. One
such example was Brown-Forman 2028. At the end of the second
quarter, we began to cover our underweight in RWE as the company
announced a corporate restructuring; we believed this would be
favourable. Furthermore, the bonds were trading at attractive
spreads.

In the third quarter of 2016, the launch of the BoE's corporate bond
purchases resulted in market moves which yielded some relative
value opportunities. To this end, we added names such as Peabody
and Places for People Homes.

In the second half of the review period, we ran the portfolio’s
duration broadly in line with the benchmark’s and marginally
reduced our overweight to credit risk — which was already modest.
Increasingly, we felt high quality bonds offered better relative value.
We expect the UK to experience a period of lower growth in 2017,
due to Brexit-related uncertainty. While we expect sterling’s
weakness to push up inflation, we believe this rise will prove
transitory in nature.

Corporate credit remains supported by easy monetary policy
and reasonable market valuations (spreads). However, this is
somewhat tempered by more equity-friendly behaviour and signs of
deteriorating credit quality. We are at a late stage in the credit cycle.
Assets were transferred from Threadneedle Investment Funds Il UK
Medium and Long-Dated Corporate Bond Fund on the 9 December
2016.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing
on what investors were thinking prior to the vote.

STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 9 December 2016 to 30 April 2017 as at 30 April 2017
2017 2017
Notes £000 Notes £000
Income Assets:
Net capital gains 2 9,219 Fixed assets:
Revenue 3 2644 Investments 216,832
Expenses 4 (404) Current assets:
Interest payable and similar charges 5 (26) Debtors g 4695
Net revenue before taxation 2,214 Cash and bank balances 9 5,469
Taxation 6 = Total assets 226,996
Net revenue after taxation 2,214 Liabilities:
Total return before distributions 11,433 Investment liabilities (106)
Distributions 7 (2,214) Creditors:
Change in net assets attributable to Bank overdrafts 9 (186)
shareholders from investment activities 9,219 Distribution payable (458)
Other creditors 10 (1,875)
Total liabilities (2,625)
Net assets attributable to shareholders 224,371
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 9 December 2016 to 30 April 2017
for the accounting period 9 December 2016 to 30 April 2017 o
Interest distribution in pence per share
2017 .
Class 2 — Gross income shares*
£000 Distribution Gross Distribution
Opening net assets attributable to Period Revenue  Equalisation Paid/Payable
shareholders - 2016/2017
Amounts receivable on the issue of shares 9,881 Group 1
Amounts payable on the cancellation of shares (14,120) g?ﬁmg:ﬁ g:%fﬂ? g;;ig - g;ig
Amounts receivable on in specie transfers 219,391 01/02/17 to 28/02/17 0.2545 - 0.2545
01/03/17 t0 31/03/17 0.2775 - 0.2775
215,152 01/04/17 to 30/04/17 02702 - 02702
Change in net assets attributable to Group 2
shareholders from investment activities (see 09/12/16 to 31/12/18 0.0995 0.1131 0.2126
01/01/17 t0 31/01/17 0.0702 0.2044 0.2746
statement of total return above) 9219 01/02/17 to 28/02/17 00178 02367 02545
Closing net assets attributable to shareholders 224,371 g:;giﬂ; Eg g;;gi% gg;ig gfgg gggg
Total distributions in the period 1.2894
Group 2: shares purchased during a distribution period.
“Fund /aun(:heq ond Dece’.nber 2016. *For launch dates, refer to the footnotes after the comparative tables.
**In pound Sterling and against UK peer group.
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Class 2 - Gross income shares®

4/30/2017'
Change in net assets per share
Opening net asset value per share (p) 127.13
Return before operating charges (p) 6.90
Operating charges (p) (0.23)
Return after operating charges (p)* 6.67
Distributions (p) (1.29)
Closing net asset value per share (p) 132.51
*after direct transaction costs of (p) -
Performance
Return after charges (%) 5.25
Other information
Closing net asset value (£000) 224,371
Closing number of shares 169,329,161
Operating charges (%)*** 0.46"
Direct transaction costs (%)**** -
Prices
Highest share price (p) 133.76
Lowest share price (p) 126.53

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**Any difference between the distributions and the retained distributions on accumulation shares is due to the tax withheld.

***The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.

****Transaction costs have not been reduced by any amounts collected from dilution levies/adjustments.
0nly available to eligible investors.
'Class 2 — Gross income shares commenced 9 December 2016.
'The Ongoing Charges Figure is annualised based on the fees incurred since commencement date.
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5

ACCOUNTING POLICIES
The accounting policies for the fund are the same as those disclosed on pages 4
and 5.

NET CAPITAL GAINS
Net capital gains during the period comprise:
2017
£000
Non-derivative securities 8,736
Derivative contracts 212
Forward currency contracts (29)
Other gains 300
Net capital gains 9,219
REVENUE
2017
£000
Interest on debt securities 2,641
Bank interest 3
Total revenue 2,644
EXPENSES
2017
£000
Payable to the ACD or associates of the ACD, and the
agents of either of them:
Annual management charge (349)
Registration fees (31)
(380)
Payable to the depositary or associates of the
depositary, and the agents of either of them:
Depositary’s fees (10)
Safe custody fees (6)
(16)
Other expenses:
Audit fees (8)
(8)
Total expenses® (404)
*Including irrecoverable VAT where applicable.
INTEREST PAYABLE AND SIMILAR CHARGES
2017
£000
Interest payable (1)
Derivative expense (25)
Total interest payable & similar charges (26)
TAXATION
2017
£000
a) Analysis of charge in period
Total current tax (note 6b) -
Total tax charge for the period —
b) Factors affecting taxation charge for period
Net revenue before taxation 2,214
Net revenue before taxation multiplied by
the standard rate of corporation tax of 20%
Effects of: (443)
Distributions treated as tax deductible 443

Current tax charge for period (note 6a) -

50

1

10

1"

12

DISTRIBUTIONS
The distribution takes account of revenue received on the creation of shares and
revenue deducted on the cancellation of shares and comprises:

2017

£000
Interim 1,757
Final 458

2,215
Add: Revenue deducted on the cancellation of shares 12
Deduct: Revenue received on the creation of shares (13)
Net distribution for the period 2,214
Details of the distribution per share are set out in the table on page 48.
DEBTORS

2017

£000
Amounts receivable for the issue of shares 767
Sales awaiting settlement 815
Accrued revenue B 3,113
Total debtors _ 4,695
CASH AND BANK BALANCES

2017

£000
Amounts held at futures clearing houses and brokers 513
Cash and bank balances 4,956

5,469
Cash overdrafts at broker (186)
Total cash and bank balances 5,283
OTHER CREDITORS

2017

£000
Purchases awaiting settlement (1,784)
Accrued expenses (10)
Amounts payable to ACD (81)
Total other creditors (1,875)

DILUTION ADJUSTMENT

Under certain circumstances the ACD has the power to charge a dilution
adjustment on the purchase and/or redemption of shares. If charged, the dilution
adjustment will be paid into the fund. Full details of the operation of the scheme
can be found in the Prospectus.

RELATED PARTY TRANSACTIONS

Threadneedle Investment Services Limited, as ACD, is a related party and
acts as principal in respect of all transactions of shares in the fund. Assets
received by the fund via in-specie transfers were from other funds managed by
Columbia Threadneedle.

The aggregate monies received through issues and paid on cancellations are
disclosed in the Statement of Change in Net Assets Attributable to Shareholders.
Any amounts due to or from Threadneedle Investment Services Limited at the end
of the accounting period are disclosed in Notes 8 and 10.

Amounts payable to Threadneedle Investment Services Limited in respect of
fund management and registration services are disclosed in Note 4 and amounts
outstanding at the year end in Note 10.

All transactions have been entered into in the ordinary course of business on
normal commercial terms.
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13 SHAREHOLDER FUNDS

Threadneedle Sterling Medium and Long-Dated Corporate Bond Fund currently
has one share class; Class 2 shares. The charges on the share class are as
follows:

Annual management charge

Class 2 shares 0.40%
Registration fees
Class 2 shares 0.035%

The net asset value of the share class, the net asset value per share, and the
number of shares in the class are given in the comparative tables on page 49. The
distribution per share class is given in the distribution table on page 48.

Reconciliation of shares

2017
Class 2 - Gross income shares*
Opening shares -
Shares issued 180,172,499
Shares redeemed (10,843,338)
Net conversions -
Closing shares 169,329,161

*For launch dates, refer to the footnotes after the comparative tables.

14 RISK MANAGEMENT

The analysis and tables provided below refer to the risk management policies
narrative disclosure on page 5.

Market price risk sensitivity
A 1.00% interest rate increase applied to the bond portion of the fund would result
in a decrease on the net asset value of 10.62% and vice versa (2016: 10.64%).

Currency exposures

A portion of the net assets of the fund are denominated in currencies other than
Sterling, with the effect that the balance sheet and total return can be affected
by currency movements.

Non-

Monetary monetary
exposures exposures Total
Currency 2017 £000 £000 £000
Euro 546 (529) 17
US Dollar 102 (94) 8

Currency sensitivity
As the fund has no material currency exposure, no sensitivity analysis has been
shown.

Credit/Counterparty exposure
The following details exposure to counterparties obtained through the use of
derivatives:

Forward

Foreign

Exchange

Futures Contracts

2017 Exposure Exposure
Counterparty £000 £000
Citigroup - 811
Lloyds - 4
UBS 126 -

The fund held £670,000 of collateral received from the fund’s counterparties. The
collateral held was in the form of cash. Collateral received is not owned by the
fund and therefore is not included in the fund’s cash balance.

Positive exposure represents the fund’s exposure to that counterparty and not the
fund’s holdings with that counterparty.
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Analysis of investments by credit ratings

2017
Value % of
£000 Investment
AAA 24,879 11.48
AA+ 1,035 0.48
Aal 399 0.18
Aalu 10,769 497
AA 12,125 5.59
Aa2 1,683 0.78
AA- 9,051 418
A+ 4,858 224
Al 780 0.36
A 17,887 8.25
A2 1,435 0.66
A- 22,653 10.45
A3 429 0.20
BBB+ 54,929 25.35
Baal 1,744 0.81
BBB 21,972 10.14
Baa2 3,709 1.7
BBB- 12,652 5.84
Baa3 2,300 1.06
BB+ 3,820 1.76
BB- 2,236 1.03
B+ 1,293 0.60
B 799 0.37
Not Rated 2,350 1.08
Derivatives 939 0.43
216,726 100.00

The derivative positions do not have a significant impact on the risk profile.

Interest rate risk
The fund’s floating rate investments earn interest which is variable, based on
LIBOR or its overseas equivalent.

Cash balances are held in floating rate accounts where interest is calculated with
reference to prevailing market rates.

Interest rate risk profile of financial assets and financial liabilities
The interest rate risk profile of the fund’s financial assets and financial liabilities
at 30 April was:

Financial

Floating rate Fixed rate assets

financial financial  not carrying
assets assets interest Total
Currency 2017 £000 £000 £000 £000
Euro 517 1,690 53 2,260
UK Sterling 18,364 188,541 20,177 227,082
US Dollar 1,437 10,707 553 12,697

Financial

Floating rate Fixed rate liabilities

financial financial  not carrying
liahilities liahilities interest Total
Currency 2017 £000 £000 £000 £000
Euro (13) - (2,230) (2,243)
UK Sterling - - (2,736) (2,736)
US Dollar (173) - (12,516) (12,689)

Interest rate risk sensitivity
No sensitivity analysis shown as the fund has minimal exposure to interest rate
risk in relation to cash balances.

Derivative risks

Derivatives including forward foreign exchange contracts and futures are
employed when they are the cheapest and most efficient method of gaining
exposure. This increases the risk profile of the fund and may result in a higher
degree of volatility. All open positions are regularly reviewed by the fund manager.
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The fund has entered into various forward foreign exchange contracts and
futures during this accounting period. Such contracts commit the fund to future
deliveries or receipts, typically three months forward, of assets and liabilities, at
prices decided at the point of striking the contract. They therefore allow the fund
manager to limit risk, or to enhance fund performance in return for the acceptance
of greater risk.

At 30 April 2017, the fund had outstanding forward foreign exchange contracts and
futures with an asset value of £1,046,000 and a liability value of £106,000.

15 FAIR VALUE DISCLOSURE

The fair value hierarchy is intended to prioritise the inputs that are used to
measure the fair value of assets and liabilities. The fair value hierarchy has the
following levels:

Level 1 — Quoted prices for identical instruments in active market. A financial
instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange, dealer, broker, pricing service etc.
These include active listed equities, exchange traded derivatives etc.

Level 2 - Valuation techniques with inputs other than quoted prices within level 1
that are observable. This category includes instruments valued using quoted market
prices in active markets for similar instruments; quoted prices for similar instruments
in markets that are considered less than active; or other valuation techniques where
all significant inputs are directly or indirectly observable from market data. This
category will typically include debt securities and collective investments schemes.
Level 3 - Prices using valuation techniques where inputs are unobservable. This
category may include single or broker priced securities and suspended or unlisted

securities.
2017
Assets Liabilities
Valuation technique £000 £000
Level 1 14,145 (88)
Level 2 202,687 (18)
216,832 (108)

Included within Level 1 are debt securities of £13,931,000. The valuation of some
highly liquid exchange-traded debt securities (G7 sovereign debt, supranational
debt or certain corporate bonds) is sufficiently close to a binding quoted price to
categorise at this level.

16 CONTINGENT LIABILITIES AND COMMITMENTS

There are no contingent liabilities and commitments outstanding.

17 PORTFOLIO TRANSACTION COSTS
During the period under review the fund’s purchases and sales of bonds amounted
to £43,455,314 and £48,030,693 respectively. Corporate action costs and proceeds
amounted to £nil and £336,426 respectively. In specie purchases and sales
amounted to £212,711,068 and £nil respectively.
The purchases and sales are not subject to transaction costs.
Commissions on futures traded in the period amounted to £788.
At the balance sheet date, the portfolio dealing spread was 0.86%, being the
difference between the respective buying and selling prices for the fund's
investments.
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Investment Report

Investment Objective
The objective of the Sterling Short-Dated Corporate Bond Fund is to
achieve a long-term total return.

Investment Policy

The policy of the Sterling Short-Dated Corporate Bond Fund is to invest
principally in investment grade Sterling denominated corporate bonds,
predominantly those with a maturity of up to 5 years. In addition, the
Fund may invest in non-Sterling investment grade bonds, government
bonds, sub-investment grade bonds, convertible bonds and preference
shares, of any maturity.

The Fund may also invest in other transferable securities, collective
investment schemes, money market instruments, deposits, cash and
near cash.

Performance of Income Class 2 Shares**

Over the four months to 30 April 2017, the published share price of
Class 2 shares in the Threadneedle Sterling Short-Dated Corporate Bond
Fund risen from 106.35p to 107.39p.

For comparison, using noon prices, the performance of the Class 2 share
class was +1.45% compared to a return of +4.22% for the Morningstar
UK Unit Trusts/QEICS — (IA) Sterling Corporate Bond Peer Group (on a
bid to bid basis, with income reinvested for a UK basic rate taxpayer).

For information purposes, using global close prices, the total return of the
iBoxx GBP Non-Gilt (1-5Y) was +1.42%.

Market Overview and Portfolio Activity

UK corporate bonds delivered positive returns in the 12 months under
review and outperformed gilts. The period was marked by two political
shocks that drove large market moves. The first was the UK's unexpected
decision, in June, to leave the EU, while the second was Donald Trump's
victory in November's US presidential election.

The vote for “Brexit” saw three-year gilt yields fall to record lows
as investors sought havens. Credit spreads widened, having

tightened earlier in anticipation of the inclusion, from June, of
corporate bonds in the European Central Bank's (ECB's) purchase
programme. Subsequently, though, sterling credit markets
resumed their tightening trend. The Bank of England’s (BoE's)
post-referendum stimulus also bolstered sentiment. This
comprised a cut in the base rate to a record low of 0.25%, more gilt
purchases, a renewed corporate-bond-buying programme, and a
bank-funding scheme. The rate cut was widely anticipated but the rest
exceeded expectations. This sent gilt yields to fresh lows and led to tighter
spreads and a dramatic uptick in primary market activity. Expectations of
accommodative monetary policy elsewhere also supported bonds as the
Brexit vote caused the Federal Reserve to hold fire on rate hikes.

Trump's election led to a widespread core bond-market correction amid
expectations that his politics would push up inflation and the fiscal
deficit. Investment grade corporate credit also suffered but the asset
class was more resilient than gilts. The bond sell-off accelerated after
the Federal Reserve's December meeting. The 25 basis-point rate hike
at this meeting was fully expected but policymakers’ projections of
three rate hikes in 2017, as opposed to two, were unexpected and less
palatable to investors.

In the first quarter of 2017, worries over European politics and waning
“Trumpflation” trades — following the president’s failure to reform
(Obamacare — supported gilts. However, yields trended higher following
some hawkish dissent at the BoE's meeting in March and the release of
data showing that inflation had crossed the central bank’s target. Despite
this, the UK's central bank held fire on policy changes after its stimulus
in August. By contrast, the Fed's first hike of 2017 — in March — was
followed by a bond market rally as Chair Yellen reiterated that the Fed
would proceed slowly with future hikes.

Towards the end of the review period, the UK prime minister unexpectedly
announced a snap June election. This move was taken positively by the
market as investors priced in a “soft Brexit”. However, growing hopes that
the next French president would not be a Eurosceptic weighed on gilts
as Emmanuel Macron’s victory in the first-round vote turned investors
against safe havens.

The year saw robust sterling corporate bond issuance, with supply worth
£47.6bn, helped by particularly high issuance in the first four months
of 2017.

Over the review period, we maintained a broadly neutral duration
relative to the benchmark. The fund was positioned with an
overweight to credit risk that was marginally reduced towards the
end of the 12-month period. We were cautious on credit in the
run-up to the EU referendum and rotated away from banks into more
defensive sectors such as regulated utilities. We became more
constructive on credit over the third quarter of 2016 as the BoE launched
its raft of easing measures. Recently, we have seen higher quality bonds
as offering better value owing to spread compression. Consequently, we
have been looking to move up in credit quality by increasing our exposure
to quasi-sovereign and securitised/collateralised bonds.

Looking ahead, we expect business investment to suffer as the Brexit
saga drags on. We also believe consumption will weaken as real incomes
get squeezed under rising inflation. The BoE will likely seek to guide the
economy through the uncertainty with minimal policy volatility, but
there could well be a greater degree of dissent among Monetary Policy
Committee members in forthcoming meetings. Meanwhile, corporate
credit remains supported by easy monetary policy and reasonable
market valuations (spreads). However, this is somewhat tempered by
more equity-friendly behaviour and signs of deteriorating credit quality.

Assets were transferred from Threadneedle Investment Funds Il UK
Short-Dated Corporate Bond Fund on the 9 December 2016.

Election Update

The commentary contains a market background with a snapshot of
investor sentiment during the period under review. Although the UK
election has since taken place, the result has no retroactive bearing on
what investors were thinking prior to the vote.

STATEMENT OF TOTAL RETURN BALANCE SHEET
for the accounting period 9 December 2016 to 30 April 2017 as at 30 April 2017
2017 2017
Notes £000 Notes £000
Income Assets:
Net capital gains 2 5,381 Fixed assets:
Revenue 3 6,455 Investments 804,458
Expenses 4 (1,072) Current assets:
Interest payable and similar charges 5 (1) Debtors 8 31,477
Net revenue before taxation 5,382 Cash and bank balances 17,893
Taxation 6 - Total assets 853,828
Net revenue after taxation 5,382 Liabilities:
Total return before distributions 10,763 Investment liabilities (518)
Distributions 7 (5,382) Creditors:
Change in net assets attributable to Distribution payable (1,261)
shareholders from investment activities 5,381 Other creditors 9 (6,706)
Total liabilities (8,485)
Net assets attributable to shareholders 845,343
STATEMENT OF CHANGE IN NET ASSETS ATTRIBUTABLE DISTRIBUTION TABLE
TO SHAREHOLDERS for the accounting period 9 December 2016 to 30 April 2017
for the accounting period 9 December 2016 to 30 April 2017 o
2017 Interest distribution in pence per share
Class 1 - Accumulation shares*"
£000 Distribution Gross Income Net Net Revenue
Opening net assets attributable to shareholders - Period Revenue Tax  Revenue Equalisation ~ Accumulated
Amounts receivable on the issue of shares 171,642 Group 1 m
Amounts payable on the cancellation of shares (55,178) 09/12/16 t0 31/12/16 00768 00154  0.0614 - 00614
Amounts receivablo on nspeci transfrs 125082 R g v
839,546 01/03/17 t0 31/03/17 0.1153 - 0.1153
Lo . 01/04/17 t0 30/04/17 0.1060 - 0.1060
Dilution adjustment 28 Groun2
Change in net assets attributable to shareholders from 09/12/':(5(0 31/12/16 00283 0.0057 0.0226 0.0388 0.0614
investment activities (see statement of total return above) 5,381 01/01/17 to 31/01/17 00186 0.0037 00149 0.0674 0.0823
01/02/17 to 28/02/17 00908  0.0182 0.0726 0.0056 0.0782
Retained distribution on accumulation shares 388 01/03/17 to 31/03/17 0.0294 0.0859 0.1153
i ) S 01/04/17 to 30/04/17 0.0682 0.0378 0.1060
Closing net assets attributable to shareholders 845,343 Total distributions in the period 04432
*Fund launched on 9 December 2016.
**In pound Sterling and against UK peer group.
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(continued)

Class 1 — Gross accumulation shares*

Distribution Gross
Period Revenue
Group 1

09/12/16 to 31/12/16 0.0784
01/01/17 to 31/01/17 0.1049
01/02/17 to 28/02/17 0.1001
01/03/17 to 31/03/17 0.1178
01/04/17 to 30/04/17 0.1084
Group 2

09/12/16 to 31/12/16 0.0784
01/01/17 to 31/01/17 0.1049
01/02/17 to 28/02/17 0.1001
01/03/17 to 31/03/17 0.0278
01/04/17 to 30/04/17 0.1084

Total distributions in the period

Class 2 — Income shares*"

Distribution Gross
Period Revenue
Group 1

09/12/16 to 31/12/16 0.1079
01/01/17 to 31/01/17 0.1464
01/02/17 to 28/02/17 0.1374
01/03/17 to 31/03/17 0.1594
01/04/17 to 30/04/17 0.1486
Group 2

09/12/16 to 31/12/16 0.0496
01/01/17 to 31/01/17 0.0589
01/02/17 to 28/02/17 0.0560
01/03/17 to 31/03/17 0.0597
01/04/17 to 30/04/17 0.0715

Total distributions in the period

Class 2 — Gross income shares*

Distribution Gross
Period Revenue
Group 1

09/12/16 to 31/12/16 0.1083
01/01/17 to 31/01/17 0.1469
01/02/17 to 28/02/17 0.1378
01/03/17 to 31/03/17 0.1600
01/04/17 to 30/04/17 0.1490
Group 2

09/12/16 to 31/12/16 0.0529
01/01/17 to 31/01/17 0.0831
01/02/17 to 28/02/17 0.0560
01/03/17 to 31/03/17 0.0438
01/04/17 to 30/04/17 0.0616

Total distributions in the period

Class X — Gross income shares*

Distribution Gross
Period Revenue
Group 1

09/12/16 to 31/12/16 0.1270
01/01/17 to 31/01/17 0.1736
01/02/17 to 28/02/17 0.1618
01/03/17 to 31/03/17 0.1862
01/04/17 to 30/04/17 0.1747
Group 2

09/12/16 to 31/12/16 0.0705
01/01/17 to 31/01/17 0.0336
01/02/17 to 28/02/17 0.0659
01/03/17 to 31/03/17 0.0474
01/04/17 to 30/04/17 0.1030

Total distributions in the period

Class X — Gross accumulation shares*

Distribution Gross
Period Revenue
Group 1

09/12/16 to 31/12/16 0.1301
01/01/17 to 31/01/17 0.1782
01/02/17 to 28/02/17 0.1663
01/03/17 to 31/03/17 0.1916
01/04/17 to 30/04/17 0.1801
Group 2

09/12/16 to 31/12/16 0.1001
01/01/17 to 31/01/17 0.1382
01/02/17 to 28/02/17 0.0663
01/03/17 to 31/03/17 0.1916
01/04/17 to 30/04/17 0.1801

Total distributions in the period

Income
Tax

0.0216
0.0293
0.0275

0.0099
0.0118
0.0112

Net
Revenue

0.0863
0.1171
0.1099

0.0397
0.0471
0.0448

Equalisation

Equalisation

0.0466
0.0700
0.0651
0.0997
0.0771

Equalisation

0.0554
0.0638
0.0818
0.1162
0.0874

Equalisation

0.0565
0.1400
0.0959
0.1388
0.0657

Equalisation

0.0300
0.0400
0.1000

Gross Revenue
Accumulated
2017

0.0784
0.1049
0.1001
0.1178
0.1084

0.0784
0.1049
0.1001
0.1178
0.1084
0.5096

Distribution
Paid/Payable
2017

0.0863
0.1171
0.1099
0.1594
0.1486

0.0863
onmn
0.1099
0.1594
0.1486
0.6213

Distribution
Paid/Payable
2017

0.1083
0.1469
0.1378
0.1600
0.14%0

0.1083
0.1469
0.1378
0.1600
0.1490
0.7020

Distribution
Paid/Payable
2017

0.1270
0.1736
0.1618
0.1862
0.1747

0.1270
0.1736
0.1618
0.1862
0.1747
0.8233

Gross Revenue
Accumulated
2017

0.1301
0.1782
0.1663
0.1916
0.1801

0.1301
0.1782
0.1663
0.1916
0.1801
0.8463

Class Y — Gross Income shares*

Distribution Gross Distribution

Period Revenue Equalisation  Paid/Payable
2017

Group 1

29/03/17 to 31/03/17 0.0066 - 0.0066

01/04/17 to 30/04/17 0.1543 - 0.1543

Group 2

29/03/17 to 31/03/17 0.0066 - 0.0066

01/04/17 to 30/04/17 0.1543 - 0.1543

Total distributions in the period 0.1609

Group 2: shares purchased during a distribution period.
*For launch dates, refer to the footnotes after the comparative tables.

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net.
Further details can be found in the Important Information section.

'Distributions paid before 6 April 2017 have been paid net.
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Class 1 - Accumulation shares Class 1 - Gross accumulation shares®
30/04/2017" 30/04/2017°
Change in net assets per share
Opening net asset value per share (p) 101.29 103.43
Return before operating charges (p) 1.57 1.60
Operating charges (p) (0.35) (0.35)
Return after operating charges (p)* 1.22 1.25
Distributions (p) (0.50) (0.51)
Retained distributions on accumulation shares (p)** 0.44 0.51
Closing net asset value per share (p) 102.45 104.68
*after direct transaction costs of (p) - -
Performance
Return after charges (%) 1.20 1.21
Other information
Closing net asset value (£000) 4,390 144
Closing number of shares 4,285,227 137,694
Operating charges (%)*** 0.88" 087"
Direct transaction costs (%)**** - -
Prices
Highest share price (p) 102.58 104.81
Lowest share price (p) 101.21 103.36
Class 2 — Income shares Class 2 - Gross income shares®
30/04/2017° 30/04/2017°
Change in net assets per share
Opening net asset value per share (p) 106.35 106.71
Return before operating charges (p) 1.65 1.65
Operating charges (p) (0.19) (0.19)
Return after operating charges (p)* 1.46 1.46
Distributions (p) (0.70) (0.70)
Retained distributions on accumulation shares (p)** - -
Closing net asset value per share (p) 107.11 107.47
*after direct transaction costs of (p) - -
Performance
Return after charges (%) 1.37 1.37
Other information
Closing net asset value (£000) 154,712 443,539
Closing number of shares 144,439,030 412,697,442
Operating charges (%)*** 0.46" 0.46"
Direct transaction costs (%)**** - -
Prices
Highest share price (p) 107.39 107.76
Lowest share price (p) 106.28 106.64
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(continued)
Class X - Gross income shares® Class X — Gross accumulation shares®

30/04/2017° 30/04/2017°
Change in net assets per share
Opening net asset value per share (p) 101.09 103.59
Return before operating charges (p) 1.56 1.61
Operating charges (p) (0.02) (0.02)
Return after operating charges (p)* 1.54 1.59
Distributions (p) (0.82) (0.85)
Retained distributions on accumulation shares (p)** - 0.85
Closing net asset value per share (p) 101.81 105.18
*after direct transaction costs of (p) - -
Performance
Return after charges (%) 1.52 1.53
Other information
Closing net asset value (£000) 196,037 46,518
Closing number of shares 192,551,783 44,225,469
Operating charges (%)*** 0.06" 0.06"
Direct transaction costs (%)**** - -
Prices
Highest share price (p) 102.11 105.31
Lowest share price (p) 101.03 103.54

Class Y — Gross income shares®

30/04/2017
Change in net assets per share
Opening net asset value per share (p) 100.00
Return before operating charges (p) 0.28
Operating charges (p) -
Return after operating charges (p)* 0.28
Distributions (p) (0.16)
Retained distributions on accumulation shares (p)** -
Closing net asset value per share (p) 100.12
*after direct transaction costs of (p) -
Performance
Return after charges (%) 0.28
Other information
Closing net asset value (£000) 3
Closing number of shares 3,000
Operating charges (%)*** 0.27
Direct transaction costs (%)**** -
Prices
Highest share price (p) 100.39
Lowest share price (p) 100.00

Effective 20 February 2017, the names of share classes in the sub-fund have changed to remove the reference to net. Further details can be found in the Important Information section.
**Any difference between the distributions and the retained distributions on accumulation shares is due to the tax withheld.

***The Operating charges are represented by the Ongoing Charges Figure (OCF) which is the European standard method of disclosing the charges of a share class of a fund based on
the financial year's expenses and may vary from year to year. Itincludes charges such as the fund’s annual management charge, registration fee, custody fees and distribution cost
but ordinarily excludes the costs of buying or selling assets for the fund (unless these assets are shares of another fund). Where published, the Key Investor Information Document
(KIID) contains the current OCF. For a more detailed breakdown please visit columbiathreadneedle.com/fees.

****Transaction costs have not been r