GEELONG COMMUNITY FOUNDATION

Investment Policy

1 Definitions & Purpose

Definitions
In this document
‘Entity' means the GEELONG COMMUNITY FOUNDATION LTD, ACN 090648418;

'Fund' means the investment portfolio consisting of the GEELONG COMMUNITY Foundation’s assets
available for investment in the Gift Fund, Open Fund and Scholarship Fund.

‘Financial Year' means a one year period ending 30 June;

‘Investment Adviser' means professional and qualified firms or individuals who are engaged by the
Investment Committee to provide investment advice and services under contractual terms;

'Investment Committee' means the committee appointed by the GEELONG COMMUNITY FOUNDATION
LTD Board to oversee the Fund's investment policy;

‘Investment policy' means the Fund's investment objectives, guidelines and strategy as provided for in this
Policy;

'Policy’ means this document and its amendments from time to time, attached;

1.1 Purpose of the Policy
The purpose of this Policy is to set out the Fund's:
1.1.1 investment objectives;
1.1.2 expected annual cash flows;

1.1.3 investment and operational guidelines.

Geelong Community Foundation Investment Policy Page 1 of 9
Approved Board Meeting 10 December 2024



GEELONG COMMUNITY FOUNDATION

1. Investment Objectives

The investment objective of the Fund is to generate total returns (capital and income) which exceed the outgoings of
the Fund and to maintain the real capital value of the Fund over the medium to long term.

The Fund aims to earn a total rate of return post fees of CPl +4% per annum over a rolling five year period. The
investment strategy will be set with a risk tolerance where history shows there is the potential for a loss in each four
year period.

The Foundation is prepared to endure a reasonable level of volatility of returns in expectation of long term growth to
cater for a combination of short term and long term philanthropic objectives. The company will avoid purchasing
assets that are “speculative” in nature, or not otherwise of a reasonably acceptable “investment grade”.

Investment risk is borne by the Foundation as investment returns are not guaranteed and fluctuations in investment
returns will affect the level of income available.

2.1 Liquidity

The fund recognises that short term risks may arise from the potential of the Fund to experience a shortfall in the
income required to meet the expected cash outflows from the Fund. To offset this, the Fund should maintain
sufficient liquidity, taking into account the expected cash flows and costs.

It is recognised that the Fund is relatively liquid and could be liquidated in order to pay grants. See sections titled
Cash Flow for further information.

2.2 Risk Tolerance

In investing the funds, we must give regard to maximising the return of the Fund within the given risk budget. The
Investment Committee should take appropriate but not excessive levels of risk to achieve the long term objectives.

The Fund must maintain the appropriate level of asset mix in particular growth vs income. This level has been
calculated to be 80% growth assets and 20% income. This mix gives the theoretical chance of a negative return at 1
in every 4 years. This is in line with the fund’s objective performance of CPI +4% over the rolling 5 year period.

Other risks to consider are;
e  Marketrisk
e Liquidity risk
e Manager risk
e Creditrisk
e QOperationalrisk

2.3 Diversification
The funds invested need to be appropriately diversified to achieve the Funds objectives. The returns must be

achieved within a risk tolerance as stated above.

Diversification should occur on both an Inter-class (across asset classes) as well as on Intra-class (across assets in
an asset class) basis.

The Inter asset allocation parameters can be further seen in section 5.2 of this document. For Intra class
diversification, the investments should align with the key objectives and risk management of the Fund within the key
parameters discussed in section 5.

The Fund is to be diversified across the various asset classes (equities, property, fixed interest and cash). The
Investment Committee should consider limiting risk by asset class, country, sector and fund managers.
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GEELONG COMMUNITY FOUNDATION

2. Distributions

3.1 Annual Cash Requirements

Under the legislation for Public Ancillary Funds, there is a requirement that 4% of the Gift Fund’s capital value, as
calculated at the end of the financial year in June, is to be distributed as grants at the end of June in the following
financial year, with payment made as requested by and agreed with the grant application.

The Australian Tax Office guidelines do not apply to the Open Fund. It was agreed at the August 2022 Board
Meeting that grant payments from the Open Fund be calculated and distributed in the same way as grants from the
Gift fund, being 4% of the value of the Open Fund.

Income on the Scholarship Fund’s assets is used to pay annual scholarships/bursaries as approved by the Board.

Approximately 2% of the capital value is required for administration funding. This amount is determined annually by
the Board when the Administration budget is tabled for approval.

3.2 Expected Inflows

These will come from investment returns along with cash which will be classified as capital from new donor gifts
along with gifts from existing donors. From time to time there will also be capital gifts from wills/estates. Some of
these gifts will be known in advance while others will not.

3.3 Expected Outflows

These will be determined by the cash requirement guidelines listed under item 4.1.
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GEELONG COMMUNITY FOUNDATION

4. Investment Guidelines

4.1 Allowed Asset Classes

Investments in the following asset classes are permitted:

e Cash deposits, cash management trusts/investments with Australian licensed and regulated banks and
deposit taking institutions

e Government and Corporate bonds, hybrids and managed fixed interest products

e Listed Real Estate Investment Trusts (REITSs)

e International and domestic equities

e Alternative investments allowed with permission of GEELONG COMMUNITY FOUNDATION Investment
Committee

e ImpactInvestment

e Derivatives are not permissible without express consent of the GEELONG COMMUNITY FOUNDATION
Investment Committee

e Direct property

4.2 Asset Allocation Considerations

The following factors are to be considered when determining the asset allocation for the Fund.

e Maintain sufficient liquidity

e Monitor the potential impact of inflation, requiring an exposure to growth assets in order to maintain the real
capital value of the Fund over the long term

e Within fixed interest, the issuing company must be of investment grade rating or higher (BBB-), with the aim
to maintain an A average across the asset class as rated by S & P or similar

e Within Australian and international equities, no single investment is to exceed 10% of the total investable
funds

e Use of asset allocation bands and tactical asset allocation decisions provide flexibility for changes in the
investment environment and outlook. The bias is to have a defensive position in income should the need
arise

e Currency should be considered when investing outside of Australia

e When using listed investment companies, exchange traded funds, managed accounts, managed funds and
similar investment vehicles, these will not be subject to the asset allocation considerations and social and
professional investment must be taken into consideration

4.3 Asset Class Benchmarks and Ranges
GEELONG COMMUNITY FOUNDATION recommended asset allocation for the Fund:

Benchmark 80% Growth and 20% Defensive

Asset Class Benchmark Ranges
Cash* 2% 0% to 15%
Fixed Interest 18% 0% to 40%
Equities

Australian 40% 20% to 60%

International 40% 20% to 60%
Property (Direct/Indirect) 0% 0% to 15%
Alternative Investments 0% 0% to 5%
Impact Investment 0% 0% to 5%
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GEELONG COMMUNITY FOUNDATION

100%

*The actual allocation to cash may exceed the upper range for short periods of time as new cash inflows into the Fund are processed. Ranges
outside the bands are permitted but must have Investment Committee approval prior to breach.

4.4 Performance Reporting

Performance reports for GEELONG COMMUNITY FOUNDATION LTD should be compiled and reviewed by the
Investment Committee on a quarterly basis.

The report should include:

e Returnfor the Fund, expressed as a percentage

e Performance reports on all the individual investment funds held

e Return oninvestment relative to the benchmark index for the asset class

e The percentage of exposure to each asset class relative to the benchmark allocation

4.5 Performance Benchmarks

The fund should be benchmarked against the following benchmarks on a quarterly basis and rolling year.

Asset Class Benchmark

Cash UBS Bank Bill Index

Fixed Interest UBS Composite Bond Index
Australian Shares S&P/ASX 200 Accumulation Index
International MSCI World ex Australia Index A$
Investments

MSCI World ex Australia Index hedged to A$

Alternative Investments CPI +4%
Impact Investment CPI +4%
Direct Property ABS Real Estate index relevant to the asset
REITS S&P/ASX 200 Prop. Trusts
4.6 Taxation

The Fund investment income and capital gains are not subject to tax income and the Entity is able to obtain a refund
of franking credits on relevant dividend income. This should be taken into account when selecting investment
strategies.

4.7 Impact Investment

The Investment Committee will consider and make decisions on impact investments via either specialist managed
funds or third party recommendations. They will be expected to offer a CPl +4% return and to align with the rest of
the parameters outlined in the Investment Policy.

Concessional returns will only be considered if the impact is aligned to the Foundation’s grantmaking, and will
benefit the Foundation.

4.8 Ethical and Professional Investment Overlay

GEELONG COMMUNITY FOUNDATION LTD will not knowingly invest in an organisation that operates at the expense
of the environment, human rights, public safety, and the communities in which the organisation conducts its
operations or the dignity of its employees.
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Specifically, there will be no investments made in listed companies whose predominant business involves:

e Gambling

e Alcohol

e Tobacco

e Armaments

e Pornography

e Prisons and Personal service

e Companies that business decisions impact negatively on the local economy as deemed by the Board

e Regard should also be given to companies that derive more than 10% of their sales revenues from tobacco,
gambling, armaments and pornography industries
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0 GEELONG COMMUNITY FOUNDATION

5. Investment Policy review

The Investment Committee is to review the Investment Policy annually. Feedback from the Foundation’s Fund
Manager should also be sought regard the content of the Policy.

The Investment Committee may commission an independent review of investment performance from time to time
and document the results of the review. Performance reviews will be commissioned at the same time for all funds

under investment by Geelong Community Foundation Ltd and related entities and costs defrayed across all funds
involved.
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GEELONG COMMUNITY FOUNDATION

6. Investment Adviser

The Investment Committee may appoint an Investment Adviser to, amongst other things, invest and manage the
Fund as its agent. In such an event, the organisation shall enter into an agreement with the Investment Adviser
directing the Investment Adviser to manage the Fund according to this Policy.

The Investment Adviser should:

e hold an appropriate Financial Services License

e have professional indemnity insurance cover and provide evidence of it upon request

e comply with investment requirements required by law

e invest and manage the Fund in consultation with the Investment Committee, including sourcing and making
suitable investments in accordance with the Policy

e keep the Fund under review, including making full or partial realisation of or exit from investments and to
confer at regular intervals with the Investment Committee regarding the investment management of the
Fund

e exercise alldue diligence and vigilance in carrying out the Investment Adviser's functions, powers and duties
under the Policy

e Advise the Investment Committee of any breaches of the Investment Mandate and any material matters
relating to the Investment Adviser that in the opinion of the Investment Adviser should be disclosed to the
Investment Committee.

Recognising that short-term fluctuations may cause variations in performance, the Investment Committee intends
to evaluate the Investment Adviser's performance from a long-term perspective.
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/7. Appendices

Prudent Person Principle

The Prudent Person Rule is a statutory “code of conduct” which trustees and their Investment Committees must
follow in relation to the management of the assets held within trusts.

Every trust affected by these laws must have a thorough and well documented portfolio review completed at least
once a year. Each time a portfolio review is conducted, a minimum of 15 factors must be taken into account when
formulating the investment strategy and investment selection.

Those 15 factors are:

the purposes of the trust and the needs and circumstances of the beneficiaries

the desirability of diversifying trust investments

the nature of risk associated with existing trust investments and other trust property

the need to maintain the real value of the capital or income of the trust

the risk of capital orincome loss or depreciation

the potential for capital appreciation

the likely income return and the timing of income return

the length of the term of the proposed investment

the probable duration of the trust

0. the liquidity and marketability of the proposed investment during, and on the determination of the term of
the proposed investment

11. the aggregate value of the trust estate

12. the effect of the proposed investment in relation to the tax liability of the trust

13. the likelihood of inflation affecting the value of the proposed investment or other trust property

14. the costs (including commissions, fees, charges and duties payable) of making the proposed investment

15. the results of a review of existing trust investments

PPN R~LN =

Determining how much weight should be given to each factor and then balancing the interests of the various
beneficiaries is often a very difficult juggling act for trustees.

In addition, the Prudent Person Rule also states that trustees must:

Exercise trustee powers in the best interests of all present and future beneficiaries
Invest the trust funds in investments that are not speculative or hazardous

Act impartially toward beneficiaries and between different classes of beneficiaries
Take advice

PN~

The Trustees agree to invest the Funds in line with the Prudent Person Principle.
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