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APNIC EC Meeting Minutes 
 
Face-to-Face Meeting, Burlington Hotel, Dublin 
 
Saturday, 11 May 2013 and Sunday, 12 May, 2013 
 
Meeting Start: 9:05am (UTC +8:00), Saturday, 11 May 2013 
 
Present 

Akinori Maemura 
Che-Hoo Cheng 
Kenny Huang 
James Spenceley 
Gaurab Raj Upadhaya 
Ma Yan 
Wendy Zhao 
Paul Wilson 
 
Geoff Huston (by telephone) 
Craig Ng 
Richard Brown 
Connie Chan (minutes) 
 
 

Agenda 
1. Appointment of Meeting Chair 
2. Agenda Bashing 
3. Matters arising from Last Meeting 
4. Financial Report 
5. DG Report 
6. Xi’an and APNIC’s 20th Anniversary 
7. APNIC Meeting Fees 
8. APNIC Member Survey 
9. Travel Insurance and Support 
10. Risk Registry 
11. Board Member Roles and Responsibilities Briefing 
12. 2014 Budget Preparation 
13. Investment Policy 
14. Preparation for Joint Board Meeting 
15. AOB 

 
_________________________________________________________________________ 

 
Minutes 
 
The EC Chair called the meeting to order at 10:00, Saturday 11 May 2013. The meeting 
adjourned at 16:00, resumed at 9:05, Sunday 12 May 2013 and closed at 12:40. 

 
1. Appointment of Meeting Chair 

 
The EC Chair informed the meeting that the APNIC EC had appointed James Spenceley as 
Chair of the Meeting, in accordance with the EC decision of the previous EC meeting. James 
Spenceley assumed the role of Meeting Chair. 
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2. Agenda Bashing 

 
There were no changes to the agenda. 
 
3. Matters arising from Last Meeting 
 
The following vote was conducted electronically prior to this meeting, and is recorded in 
these minutes according to the EC’s electronic voting procedures. 
 
On 20 March 2013, the EC passed a motion to accept the minutes of the EC  meetings held 
on 25 February and 1 March 2013. 
 
 Motion proposed by Akinori Maemura and Kenny Huang 
 Paul Wilson abstained from voting. 
 
The EC unanimously resolved to adopt the letter from APNIC to JPNIC to declare formally 
JPNIC’s recognition as an NIR (attached). 
 

Motion to adopt the letter proposed by Kenny Huang, seconded by Paul Wilson. 
Akinori Maemura abstained from voting on this issue. 

 
4. Financial Report 
 
The EC reviewed the financial report for April 2013 (attached). Expenditure to date is 
reported to be $4.6M and revenue is reported to be $5.9M. Current year-to-date revenue is 
reported to be $1.3M over expenses. This is attributed to a timing issue, where actual 
expenses in the year to date are less than the pro rata distribution of annual expense 
projections used in the financial reporting system. IP Resource Application fees are tracking 
above budget projections. It is expected that by the end of the year the membership fees will 
be closer to budget forecast.  
 
At the end of April 2013, APNIC has a total of 3,682 members. There were 59 new members 
and 43 members who had closed their accounts during the month. 
 
The rate of new member growth has slowed during 2013.  It is unclear at this stage if this is 
a seasonal or longer-term change in membership sign-up.   

For the year to date, as at the end of April 2013, membership from India included 53 account 
closures, of which 48 are due to transfers from APNIC membership to IRINN. Others were 
closed due to non-payment and discontinued APNIC membership.  
 
The EC noted the April financial report as representing the financial position of APNIC  as of 
the end of the April 2013, and the EC was satisfied that the company is solvent  and able to 
meet all current debts. 
 
5. DG Report 

 
The Director General presented a written report to the EC on current matters (attached). 

6. Xi’an and APNIC’s 20th anniversary 
 
The EC was briefed on the preparation for APNIC 36 and the APNIC 20th anniversary plan 
in Xi’an.  



Page	
  3	
  of	
  4	
  
	
  

7. APNIC Meeting Fees 
 
The DG presented a proposal to waive meeting registration fees for APNIC standalone 
meetings, for APNIC members only and with a limit of 4 registrations per member.  The EC 
discussed the proposal and expressed no objections. 
  
8. APNIC Member and Stakeholder Survey 

 
The EC considered the APNIC Member and Stakeholder survey timeline, activities and 
process. EC members expressed their interest to be involved in the survey process. 

The EC determined to hold a workshop on the Membership and Stakeholder Survey as party 
of the next EC meeting in Xi’an.  

9. Travel Insurance and Support 
 
The EC was briefed on the travel insurance and international emergency assistance that are 
available to them when travelling on APNIC business (attached). 

 
10.  Risk Registry 
 
The EC was briefed on the best practices in risk management (attached). The Secretariat 
will draft a Risk Register for the EC to consider at it’s next meeting. 

 
11. Board Member Roles and Responsibilities Briefing 
 
The EC was briefed on the directors’ duties and responsibilities on aspects of Australian 
Company Law as they relate to the governance of not-for-profit membership associations 
(attached). 
 
12.  2014 Budget Preparation 
 
The EC considered the growth outlook, revenue and expenses forecasts for 2014. 
 
The 2014 budget preparation process will commence shortly after the EC guidance on 
budget papers. The first budget draft will be made available for the EC meeting in Xi’an. 
 
13.  Investment Policy 

 
The EC was briefed on the Investment Policy proposal (attached). The EC requested the 
Secretariat to revise the document in the light of EC comments, and anticipated that, 
following a review of a revised proposal, EC adoption of the proposal would be through the 
electronic voting procedure. 
 
14. Preparation for Joint Board Meeting with the Board of the RIPE NCC 

 
The EC considered a draft agenda for this meeting (attached). 
 
15. AOB 

 
There we no items of AOB. 
 
 
Next EC Meeting 
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26 August 2013 in Xi’an, China 

 
Meeting adjourned: 12:40 pm on Sunday, 12 May. 
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NSW/ACT
Level 33, 201 Kent Street
Sydney NSW 2000 

GPO Box 4189
Sydney NSW 2001 

t 02 9253 7000           
f 02 9253 7001

QLD
Level 6, 175 Eagle Street
Brisbane QLD 4000 

GPO Box 65
Brisbane QLD 4001 

t 07 3223 7400 
f 07 3223 7545 

SA/NT
Level 10, 63 Pirie Street
Adelaide SA 5000 

GPO Box 514
Adelaide SA 5001 

t 08 8301 1111 
f 08 8301 1100 

TAS
Level 2, 10 Melville Street
Hobart TAS 7000 

GPO Box 182
Hobart TAS 7001 

t 03 6270 0400 
f 03 6234 9735 

VIC
Level 51, 80 Collins Street
Melbourne VIC 3000 

GPO Box 1230
Melbourne VIC 3001 

t 03 9211 3000 
f 03 9211 3500 

WA
Level 7, 28 The Esplanade 
Perth WA 6000 

PO Box 7026 Cloisters Square
Perth WA 6850

t 08 6317 4000 
f 08 9322 6890

aon.com.au

Aon is a leading provider of risk management services, insurance and reinsurance broking, �nancial planning and 
employee bene�t and risk solutions. Aon professionals meet the diverse and varied needs of our clients through our 
industry knowledge, technical expertise and global resources.

' Aon Risk Services Australia Limited 2012
ABN 17 000 434 720   AFSL No. 241141

BRO0005A 0912   PCUS-006625-2012
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Managing Risks and 
maintaining a risks registry 
APNIC Executive Council Meeting 
11-12 May 2013 
Dublin 

Risk is about managing uncertainty 

Risk is about managing uncertainty 

“We’ve considered every potential risk 
except the risks of avoiding all risks” 

Risk management is about having a 
system to methodically deal with risk 

Best practice corporate governance 

•  Companies should establish policies 
for the oversight and management 
of material business risks 

•  Management should design and 
implement risk management and 
internal control system to manage 
the company’s material business 
risks, and report to the board 
whether those risks are being 
managed effectively 

Board’s role is to oversee risk 

Board of Directors 
(Executive Council) 

Management 
(Secretariat) 

Board is responsible for 
overseeing risk 

Management is responsible for 
managing risk 

Board and management roles 
are complementary 
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Board’s role is to oversee risk 
Board is responsible for overseeing risk – by first, 
setting the risk appetite 
 
 
Consider: 
 
•  stakeholder expectations 
•  organisation’s strategy: including mission, vision and values 
•  organisation’s capabilities: including risk culture 
•  the environment in which the organisation is operating 

Board’s role is to oversee risk 
Board is responsible for overseeing risk – by first, 
setting the risk appetite 

Secretariat 
update Questions? 
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A Guide to Directors’  
Duties and Responsibilities 
APNIC Executive Council Meeting 
11-12 May 2013 
Dublin 

Agenda 

•  APNIC’s corporate structure 
•  Directors’ duties and 

responsibilities 
–  the concept of ‘de facto’ or ‘shadow’ 

director 
–  “fiduciary” relationship between a 

director and the company 
–  directors’ duties 
–  dealing with conflict of interests 
–  preventing insolvent trading 

•  Defences/Relief from liability 
 

APNIC’s corporate structure 

APNIC Corporate Structure 

APNIC Pty Ltd 
ACN 081 528 010 

Australian proprietary 
company, limited by shares 

Constitution  
 

(Memorandum 
and articles of 
association) 

Director-General 
(Sole shareholder 
and sole director) 

•  APNIC Pty Ltd is an 
Australian proprietary 
(private) company, 
with limited liability 

•  APNIC Pty Ltd is 
governed by its 
Constitution (also 
called memorandum 
and articles of 
association) 

•  APNIC Pty Ltd has 
one shareholder, and 
one director 

•  APNIC Pty Ltd serves 
as the secretariat for 
APNIC 

APNIC Staff 
(Secretariat) 

APNIC Corporate Structure 

APNIC Pty Ltd 
ACN 081 528 010 

Australian proprietary 
company, limited by shares 

Constitution  
 

(Memorandum 
and articles of 
association) 

APNIC 
(Special Committee) 

Director-General 
(Sole shareholder 
and sole director) 

•  Under APNIC Pty Ltd’s Constitution, its director may appoint one or more Special Committee, and 
give it powers and authorities 

•  APNIC Pty Ltd’s director appointed the Special Committee, known as APNIC, on 24 June 1988 

•  The Special Committee is governed by its by-laws 

•  Members of APNIC are members of the “Special Committee”; EC members are also executive 
council members of the “Special Committee” 

APNIC  
Executive Council 

APNIC 
Members 

Bylaws 
APNIC Staff 
(Secretariat) 

APNIC Corporate Structure 

APNIC Pty Ltd 
ACN 081 528 010 

Australian proprietary 
company, limited by shares 

Constitution  
 

(Memorandum 
and articles of 
association) 

Bylaws 

APNIC 
(Special Committee) 

APNIC 
Members 

APNIC  
Executive Council 

APNIC Staff 
(Secretariat) 

Director-General 
(Sole shareholder 
and sole director) 

Trust Deed 

Holds share on trust 
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Directors’ duties and 
responsibilities 

Background | Shadow directors | “Fiduciary” relationship 

The concept of “de facto” or 
“shadow” directors 

A person is a director of a company if: 

•  that person acts in the position of a 
director (regardless of whether that 
person has been validly appointed as 
a director); or  

•  the directors of the company or body 
are accustomed to act in accordance 
with that person’s instructions or 
wishes 

[Corporations Act 2001 – section 9] 

Australian 
Corporations 
Law – Legal 
Environment 

“Fiduciary” relationship 
between a director and his/her 
organisation 

fiduciary  

n. from the Latin fiducia, meaning "trust," a 
person (or a business like a bank or stock 
brokerage) who has the power and 
obligation to act for another (often called the 
beneficiary) under circumstances which 
require total trust, good faith and honesty.  

Australian 
Corporations 
Law – Legal 
Environment 

Directors’ duties and 
responsibilities 

Sources of law | Summary of duties and responsibilities 

Sources of law 
governing 

directors’ duties 
and 

responsibilities 

Fiduciary 
relationship 

Common law 

Statute law 
(Corporations 

Act) 

Constitution 

Bylaws 
Summary of duties and responsibilities 

 
Act in good faith 

To	
  act	
  in	
  good	
  faith	
  in	
  the	
  best	
  interests	
  of	
  the	
  company	
  for	
  a	
  proper	
  purpose	
  

To	
  avoid	
  conflicts	
  of	
  interest	
  

Not	
  to	
  misuse	
  informa?on	
  of	
  posi?on	
  
	
  

With care and diligence 
Directors	
  have	
  a	
  duty	
  to	
  act	
  with	
  reasonable	
  care	
  and	
  diligence	
  

	
  

Other duties 
To	
  prevent	
  insolvent	
  trading	
  

Con?nuous	
  disclosure	
  

Disclosure	
  of	
  related	
  party	
  transac?ons	
  

To	
  disclose	
  directors’	
  interests	
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Directors’ duties and 
responsibilities 

Specific duties and responsibilities 

Directors must: 

Exercise his/her powers and 
discharge his/her duties: 

•  in good faith in the best interests 
of APNIC; and 

•  for a proper purpose; and 

•  with care, skill and diligence  
(more on this later …) 

Exercise of 
powers 

Directors must: 

In making a business judgement: 

•  not have a material personal 
interest in the subject matter; and 

•  inform him/herself about the 
subject matter to the extent he/
she reasonably believe to be 
appropriate; and 

•  rationally believe that the 
judgement is in the best interests 
of APNIC 

Making 
business 

judgement 

Directors must not: 

Improperly use his/her position to: 

•  gain an advantage for him/herself 
or someone else; or 

•  cause detriment to APNIC Improper use of 
position 

Directors must not: 

Improperly use information obtained 
because he/she has been a director 
of APNIC, to: 

•  gain an advantage for him/herself 
or someone else; or 

•  cause detriment to APNIC 

Improper use of 
information 

Dealing with conflict 
of interests 
•  Duty: Directors must not allow a 

conflict of interests to compromise 
their position in the company 

•  Disclose: Directors must 
immediately disclose any conflict 
of interests 

•  Abstention: Directors with a 
conflict of interests must not be 
present during discussion of 
matter, and must not vote.  

Conflict of 
interests 
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Positive duty to: 

•  ensure that a company is not 
involved in insolvent trading 

Insolvent trading occurs where a 
company continues to trade and 
incur debts when the company is 
insolvent or close to insolvent 

Prevent 
insolvent 
trading 

Defences and other reliefs 
from liability 

Duty of care, skill and 
diligence 
You can satisfy this duty by: 

•  fully informing yourself about the 
subject matter of the business 
judgement that you make; 

•  attending EC meetings as often 
as is necessary to carry out your 
functions properly;  

•  actively monitoring the 
management of the company 

Satisfaction of 
duties 

“Business Judgement Rule” 
defence 

This provides a defence to any breach 
if you can establish that you: 

•  made the business judgement in 
good faith and for a proper purpose; 

•  do not have a material personal 
interest in the subject matter of the 
judgement;  

•  informed yourself about the subject 
matter of the judgement; and 

•  rationally believe that the judgement 
is in the best interest of APNIC 

Defence 

Questions? 
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Managing APNIC’s Investments 

May, 2013 

Managing APNIC's Investments 

A.  Current investment allocation and performance 

B.  A proposal to adopt a formal investment policy 

C.  Engaging professional Investment Advisors 

Part A.  
Current investment allocation and 
performance: 

APNIC’s reserve is invested in: 
 
•  $8.0M  in APNIC Property, Plant & Equipment  

•  $1.2M  in Managed Funds  

•  $14.5M  in Term Deposits and Current Accounts 

All figures quoted in this presentation are as at 31 March 2013, in AUD 

 

 

Property Plant & Equipment: 

 
Equipment & Software -          $978k  
Furniture & Fixtures -           $92k  
Building & Improvements -   $6,954k * 
Total Non-current Assets -    $8,024k  
 
All figures are net of depreciation and amortization 

 
*For consideration the total lease costs for old premises in the 
last year of the lease were approx $660k. 
 
 

APNIC’s Managed Funds Investments 
comprise: 
 

JB Were (W) Emerging Leaders -       $130,940  

MLC MK UT-Platinum Global -        $729,928  

MLC Australian Share Fund -        $138,406  

MLC MK Horizon 6 Share Portfolio -       $230,370 

Total – Other Financial Assets -            $1,229,646 
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APNIC’s Managed Funds performance: 

Fund       1Yr   5Yr   

JB Were (W) Emerging Leaders -   11.4%  0.5% 

MLC MK UT-Platinum Global -     8.1%   3.9%   

MLC Australian Share Fund -    18.0%  1.3% 

MLC MK Horizon 6 Share Portfolio -    4.4%   0.7% 

    

 

 

 

Cash Investments: 

Cash Operating Account -          $400k   

ISIF & SIDA Funds  -           $586k  

Deposits up to 12 Months     $13,479k 

 - CBA $3M, MECU $1M, Balance NAB 

 

Average rate of current deposits 4.49%    

  

    

 

 

 

Part B .  
A proposal to adopt a formal investment 
policy 

A proposal to adopt a formal 
investment policy 
 
The secretariat is proposing the adoption of a more formal approach to 
managing APNIC’s investments. 

 
Lets consider the following issues: 

• Why have an investment policy? 

• What does the policy do? 
–  APNIC’s Investment philosophy 
–  What are the investment objectives? 
–  Policy Governance 
–  Investment Allocation 
–  Investment selection 
–  Investment administration 

Why have an investment policy?  

•  Ensure funds are invested in line within agreed guidelines 
•  An investment policy sets out the longer term goals of the 

organisations financial assets 

•  An investment policy establishes a guide, not a prescriptive recipe, 
on how investments should be managed.  

•  An investment policy ensures that procedures, prohibitions and 
investment guidelines are not lost when board members or key staff 
change. 

•  Board members have a fiduciary duty to ensure they take 
reasonable steps to manage and/or be aware of the financial assets 
of their organisation. 

•  Having an investment policy can provide better returns 

What does the Investment Policy do? 

•  articulate APNIC’s philosophy on investments; 

•  establish a governance framework that demonstrates financial prudence to 
stakeholders; 

•  specify the reserves covered by this policy and the objectives for these 
reserves; 

•  set parameters around certain types of investments and how they may be used 
in a portfolio; 

•  set policies aimed at controlling exposure to market risk, credit risk and duration 
risk within the investment portfolio; 

•  establish a process for monitoring, reviewing and rebalancing investments; and 

•  confirm delegations and other relevant governance matters in relation to these 
investments. 
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APNIC’s Investment Philosophy 
•  Capital preservation is a primary goal.  
•  To protect capital, quality assets and proven strategies are to play a key role in risk 

mitigation. 
•  Absolute positive returns, not market/asset class index relative returns, are the 

primary investment objective. 
•  Risk should be viewed as the potential to lose capital and the non-achievement of 

investment objectives. 
•  Asset Allocation is the key determinant of investment risk and return. 

•  Diversification of assets and investment strategies is essential in managing the 
investment. 

•  Over the long term skilled investment management will deliver superior risk 
adjusted returns. 

•  Timeframes are a critical consideration in determining risk and return 
expectations. 

•  Where practical avoid investments in businesses that engage in the following 
areas:  alcohol, gaming, tobacco and activities that are to the detriment of the 
environment. 

Investment Objectives 

•  This reserve is to be held to generate income and capital growth for APNIC to build 
a strategic reserve equivalent to 18 months of operating expenses 

•  The reserve is intended to deliver medium term growth  

•  Returns will be reinvested  

•  Funds in this reserve will be held in medium term investments while maintaining 
direct access and liquidity.  

•  APNIC’s property will not be included in the scope of this policy, this asset is being 
utilised to reduce APNIC’s operating expenses. 

Policy Governance 
The policy sets out: 
•  Roles and Responsibilities   

•  Key Decision Makers 

•  Delegates   

•  Conflicts of Interest Policy   

•  Breach Reporting Policy   

Investment Allocation 
Investment Risk: 
• APNIC’s funds are to be carefully segmented into specific reserves that have been designed to 
meet the organisations short, medium and longer-term objectives. 

Asset Allocation: 
• The objective of the Long Term Investment Reserve is to generate income and capital growth 
for APNIC.  

 

Investment Allocation 
Current Allocation of APNIC’s Reserves*: 

 

Cash      $14,465k (93%)     

Australian Equities         $269k (1.7%) 

International Equities        $961k (6.1%) 

Property and Infrastructure            - 

Total       $15,695k 

 

* Excluding APNIC Office. 

 

 

 

 

 

Investment Allocation 
Investment Performance: 
• The following performance benchmarks will be used when assessing the performance of 
APNIC’s Investments across each asset class. 
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Investment Selection 
The policy sets guidelines for: 
•  What type of investments are authorised 

•  What grade of investments are required 

•  Diversification requirements 

•  Liquidity requirements 

•  Investment Manager/s and Fund manager guidelines 

•  Market segmentation 

•  Currency management 

•  Gearing 

•  Investment Screening 

•  Custodian risk 

•  Fee and Tax efficiency 

 

Investment Administration 
The policy sets guidelines for: 
•  Performance measurement and reviews 

•  Market event reviews 
–  Up-side and Down-side review requirements 

•  Formal documentation of Investment decisions 
 
 

 

Part C .  
Engaging professional Investment 
Advisors 

Engaging professional Investment 
Advisors 

 
Our current relationship with NAB is not meeting our expectations and we wish to move to a 
more pro-active advisory service. 
 
We have identified the Commonwealth Financial Planning Wholesale & Not For Profit (NFP) 
Team as our preferred investment advisors.  
 
They have extensive experience in: 
•  providing ongoing investment advisory services to board controlled organisations with a 

particular emphasis on the Not For Profit sector. 
•  working with NFP clients establishing a tailored and sustainable ongoing investment 

advisory solution. 

 
 

 

Appointing an Investment Manager 
 
CBA will provide: 
• Support to establish, implement and maintain the APNIC Investment Policy for investment 
decision making. 
• Active cash management across 6 different term deposit providers (being the CBA, 
BankWest, NAB, ANZ, Westpac/St George and Adelaide & Bendigo Bank) 
• Comprehensive ongoing Investment Advisory service that includes selecting and monitoring 
all investments to meet agreed objectives.  
• Economic review and outlook to ensure APNIC is always up to date with the latest 
information. 
• Access to Colonial First State’s FirstWrap Plus investment platform (FirstWrap Plus) which 
provides access to over 250 managed funds, all ASX-listed securities and a broad range of 
cash management options 
 
 

 

Strategic Asset Allocation and Long 
Term Investment Reserve 
Recommendations from CBA: 

• target a medium term, defensive and income focused portfolio in order to provide a sustainable 
strategy for APNIC.   

• provide a stable income stream with low levels of volatility in the capital value.  

• appropriate investment time horizon is a minimum of 3 years.  

• predominant allocation to cash and fixed income funds which invest in bonds.   

• funds that will be considered for APNIC range from AA+ to AAA rated. 

•  20% of the Investment Reserve to growth investments in Australian equities, international 
equities, global listed infrastructure and global property.  

–  By introducing a defensive equity income position as well as property and infrastructure, the Reserve 
has the ability to tap into long term inflation hedged income which will become increasingly important in 
the coming years.   
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Ongoing Service & Reporting 
Custodial Reporting 

• Secure online access to view the portfolio including reporting functionality 24/7; 

• Monthly Investment reports  

• Annual reports including the annual investor statement, the annual audit report  

Investment Advisory Service 

• An ongoing fee of 0.25% p.a. (including GST) is charged to APNIC on a monthly basis.  

• Maintain the investment portfolio in line with APNIC’s investment policy 

• Quarterly review of APNIC’s investments including an annual Executive Council presentation.  
–  Economic review and forecast; 
–  Commentary on investment markets; 
–  Investment review and forecast against the relevant benchmarks and APNIC’s investment objectives; 
–  Reporting of asset allocation position relative to the benchmark and ranges and action required to rebalance; 
–  Review of changes to the investment portfolio since last update; 
–  Notification of any issues;  
–  Potential changes in light of the economic and investment forecast; and 
–  Compliance to APNIC’s Investment Policy. 

 

 

Next steps 
1.  Consideration and approval of Investment Policy by APNIC EC  

2.  Engagement of Investment Advisor 

3.  Policy Implementation 

4.  Review of Current portfolio: 

•  Property Investments 
–  The APNIC Office will not be included as part of this investment policy. 

•  Cash Investments 
–  All current term deposits will be transitioned as they stand until maturity 
–  As deposits mature they will be reinvested under the terms of the policy 
–  Regular review of operating cash requirements will see excess funds transitioned on the basis of the 

policy 

•  Managed Funds 
–  Review current investments in line with objectives  

5. Ongoing review and reporting 
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Briefing Paper – APNIC Investment Management 
 

The	
  secretariat	
  has	
  been	
  working	
  on	
  a	
  new	
  approach	
  to	
  managing	
  APNIC's	
  reserves,	
  
the	
  aim	
  is	
  to	
  adopt	
  a	
  formal	
  documented	
  Investment	
  Policy	
  to	
  be	
  approved	
  by	
  the	
  
EC	
  and	
  to	
  engage	
  the	
  services	
  of	
  professional	
  investment	
  managers.	
  Recently	
  we	
  
have	
  been	
  working	
  closely	
  with	
  the	
  Commonwealth	
  Bank	
  Wealth	
  Management	
  
team,	
  their	
  approach	
  is	
  much	
  more	
  comprehensive	
  than	
  that	
  we	
  have	
  been	
  
provided	
  via	
  National	
  Australia	
  Bank	
  until	
  now,	
  and	
  we	
  feel	
  that	
  they	
  are	
  a	
  very	
  
good	
  fit	
  for	
  APNIC	
  as	
  they	
  have	
  extensive	
  experience	
  in	
  advising	
  the	
  not-­‐for-­‐profit	
  
sector.	
  
	
  
We	
  have	
  developed	
  the	
  attached	
  "draft"	
  investment	
  policy	
  after	
  extensive	
  
consultation	
  with	
  the	
  CBA	
  team	
  and	
  I	
  also	
  attach	
  a	
  copy	
  of	
  the	
  CBA	
  proposal	
  that	
  
outlines	
  their	
  approach	
  and	
  the	
  services	
  they	
  offer.	
  Working	
  with	
  the	
  CBA	
  would	
  
give	
  us	
  access	
  to	
  wore	
  competitive	
  cash	
  deposit	
  rates	
  and	
  ongoing	
  investment	
  
advice	
  and	
  management,	
  regular	
  portfolio	
  rebalancing	
  and	
  event	
  based	
  reviews	
  that	
  
will	
  ensure	
  that	
  our	
  risk	
  is	
  managed	
  in	
  line	
  with	
  an	
  agreed	
  profile.	
  
	
  
Our	
  initial	
  approach	
  would	
  be	
  to	
  wrap	
  all	
  our	
  term	
  deposits	
  and	
  managed	
  funds	
  into	
  
the	
  portfolio	
  as	
  they	
  stand,	
  as	
  the	
  deposits	
  mature	
  or	
  we	
  have	
  excess	
  cash,	
  we	
  
would	
  move	
  these	
  funds	
  to	
  be	
  reinvested	
  based	
  on	
  the	
  Investment	
  policy	
  (we	
  do	
  
not	
  pay	
  CBA	
  any	
  fees	
  on	
  the	
  Cash	
  Deposits).	
  We	
  would	
  also	
  get	
  advice	
  on	
  the	
  
existing	
  Managed	
  Fund	
  investments.	
  The	
  APNIC	
  building	
  would	
  not	
  be	
  included	
  in	
  
this	
  Investment	
  Policy.	
  
	
  
We	
  are	
  confident	
  that	
  any	
  fees	
  incurred	
  in	
  having	
  the	
  funds	
  managed	
  in	
  this	
  way	
  will	
  
be	
  more	
  than	
  offset	
  by	
  the	
  increased	
  returns	
  that	
  APNIC	
  will	
  receive.	
  The	
  EC	
  will	
  
receive	
  comprehensive	
  reporting	
  on	
  a	
  quarterly	
  basis.	
  
	
  
The	
  formal	
  proposal	
  to	
  adopt	
  this	
  policy	
  will	
  be	
  included	
  in	
  the	
  Agenda	
  for	
  the	
  EC	
  
meeting	
  in	
  Dublin	
  in	
  May.	
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1 Introduction 

1.1 Purpose of the Investment Policy 
The purpose of this policy is to establish a governance framework that Asia Pacific Network Information 
Centre (APNIC) adopts in investing its capital. The objectives of this policy are: 

§ To articulate the organisation’s philosophy on investments; 

§ To establish a governance framework that demonstrates financial prudence to stakeholders; 

§ To specify the reserves covered by this policy and the objectives for these reserves; 

§ To set parameters around certain types of investments and how they may be used in a portfolio; 

§ To set policies aimed at controlling exposure to market risk, credit risk and duration risk within the 
investment portfolio; 

§ To establish a process for monitoring, reviewing and rebalancing investments; and 

§ To confirm delegations and other relevant governance matters in relation to these investments. 
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2 Investment Philosophy  
The Executive Council’s investment objectives, philosophy and investment policy is founded on the 
following beliefs: 

§ Capital preservation is a primary goal. Capital is not allocated for investment unless the expected 
return is adequate to compensate for the assessed risk taken. 

§ To protect capital, quality assets and proven strategies are to play a key role in risk mitigation. 

§ Absolute positive returns, not market/asset class index relative returns, are the primary investment 
objective. 

§ Risk should be viewed as the potential to lose capital and the non-achievement of investment 
objectives. 

§ Asset Allocation is the key determinant of investment risk and return. 

§ Diversification of assets and investment strategies is essential in managing the investment. 

§ Over the long term skilled investment management will deliver superior risk adjusted returns. 

§ Timeframes are a critical consideration in determining risk and return expectations. 

§  Where practical the preference is to avoid investments in businesses that engage in the following 
areas:  alcohol, gaming, tobacco and activities that are to the detriment of the environment.  
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3 Scope of the Investment Policy  

3.1 In Scope 
This investment policy applies to the following capital segments, otherwise known as reserves in 
accordance with the objectives listed below. 

 

Reserve Objectives  
 

Long Term Investment Reserve  
 

§ This reserve is to be held to generate 
income and capital growth for APNIC to 
build a strategic reserve equivalent to 18 
months of operating expenses 

§ The reserve is intended to deliver medium 
term growth and will accrue any surplus 
income.  

§ Funds in this reserve will be held in 
medium term investments while 
maintaining direct access and liquidity.  

 

 

3.2 Out of Scope 
All other activities of APNIC are outside the scope of this investment policy 
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4 Corporate Governance Policy for Investments 
This section sets out the governance structure for investing and maintaining APNIC’s investments. It 
includes the roles and responsibilities of the Executive Council, Director General, Business Director, 
Secretariat, Key Decision Makers, Key Decision Maker Delegates and Investment Advisers. 

4.1 The Executive Council and the Director General 
The Executive Council delegates overall responsibility for this Investment Policy and investments made 
under it to the Director General. The Director General is responsible for implementing and maintaining 
the investment policy and ensuring that it is adhered to at all times.  

The Director General must act in the interests of APNIC and its stakeholders and, in making decisions, 
and ensure compliance with all applicable legislation. 

The Director General is responsible for approving the Investment Policy including any subsequent 
changes. 

The Director General must exercise the care, diligence and skill that a prudent person would exercise in 
investing funds. This would include, where relevant, having regard for the need to: 

§ Adopt and maintain a robust Investment Policy; 

§ Develop and maintain an investment strategy that aligns with APNIC’s objectives; 

§ Only deal with investments on APNIC’s behalf if duly authorised and qualified to do so; 

§ Understand the legislative framework in which APNIC is to exercise its powers of investment; 

§ Identify areas where external expertise is required (and engaged) to adequately manage APNIC’s 
investments; 

§ Ensure those involved in managing APNIC’s investments are adequately trained to undertake their 
roles; 

§ Consider the use of appropriately licensed and supervised advisers to provide expert advice on 
portfolio design and construction, investment selection and the implementation of the investment 
strategy; and 

§ Manage conflicts of interest in a similar manner to which the Executive Council manages conflicts of 
interest (see 4.6). 

4.2 Appointments and delegations by the Executive Council and 
the Director General  

§ The Executive Council delegates to the Director General as the Key Decision Maker the 
responsibilities set out in 4.4; 

§ The Director General will appoint the Business Director as the other Key Decision Maker and 
appoint 2 Key Decision Maker delegates from the Secretariat with responsibilities set out in 4.5; and 

§ Each Key Decision Maker delegate will act in the capacity of the Director General and the Business 
Director if they are absent from duty for a period greater than 5 business days. 

4.3 Revocation of appointments and delegations 
The Director General may revoke the appointment or delegation of any member of the Secretariat 
including a Key Decision Maker delegate at any time without notice. Where this occurs, the Director 
General must act quickly to identify suitable replacements to ensure adequate continuity of the 
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governance framework. The Director General must inform the Executive Council of any revocations and 
replacements as soon as practicably possible. 

4.4 Terms of Reference of the Director General and the Business 
Director as Key Decision Makers 

4.4.1 Structure 
The Director General reports to the Executive Council. The Business Director reports to the Director 
General. 

4.4.2 Roles and Responsibilities 
The role of the Director General and the Business Director is to inform the Executive Council in 
its consideration of capital and investment matters, in relation to: 

§ The performance of investments; 

§ The compliance or otherwise of investments with the Investment Policy; 

§ Changes to investments managed under the Investment Policy; 

§ The management of issues in relation to the Investment Policy including the identification and 
completion of remedial action; 

§ The continual development of the Investment Policy to ensure that it meets with APNIC’s legal 
obligations and financial objectives; and 

§ The selection of appropriately skilled investment advisers. 

The Director General and the Business Director must also: 

§ Oversee the implementation of the initial portfolio and subsequent execution of investment decisions 
made in accordance with the Investment Policy; 

§ Review the portfolio quarterly in accordance with section 7.2 of the Investment Policy; 

§ Report to the Executive Council at least quarterly in accordance with section 7.2 of the Investment 
Policy; 

§ Review the Investment Policy twice yearly; and 

§ Make recommendations, where appropriate, for the variation of the Investment Policy, and inform 
the Executive Council of those variations. 

Investment Advisers 

The Director General and the Business Director may seek specialist investment advice in relation to the 
Investment Policy and the ongoing decision-making processes under it (including advice on portfolio 
design and construction, investment selection and the implementation of the investment strategies) 
provided that the Director General has first satisfied itself that the investment adviser: 

§ Is a financial institution that operates in Australia under an Australian Financial Services licence; 

§ Is supported by dedicated internal compliance and research teams; 

§ Is suitably qualified, having regard for the investment adviser’s education and professional 
experience; 

§ Is required under its engagement to exercise the care, diligence and skill that a prudent person 
would exercise in providing advice on the investment of funds; and 
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§ Is required under its engagement to adhere to the Investment Policy when making recommendations 
to the Director General and the Business Director 

4.5 Key Decision Maker Delegates 
Appointment 

The Director General will appoint 2 Key Decision Makers delegates. The Key Decision Maker delegates 
must be members of the Secretariat. The Director General must inform the Executive Council of the 
appointments. 

Revocation of appointment 

The Director General may revoke the appointment of a Key Decision Maker delegate at any time, and 
inform the Executive Council of any revocation. 

Role 

Key Decision Maker delegates have the responsibility of making day-to-day investment decisions in 
accordance with the requirements of the Investment Policy and the relevant legislative obligations. 

Key Decision Maker delegates are subject to the overview of the Secretariat, the Director General and 
the Business Director and must act in accordance with any directions issued by the Secretariat, or the 
Director General and the Business Director 

Key Decision Maker delegates must ensure that they report regularly on the exercise of their functions 
in the manner determined from time to time by the Secretariat, the Director General and the Business 
Director 

Responsibilities 

In carrying out their role, Key Decision Maker delegates must have regard for the need to: 

§ Adopt and maintain a robust Investment Policy; 

§ Develop and maintain an investment strategy that aligns with APNIC’s objectives; 

§ Only deal with investments on APNIC’s behalf if duly authorised and qualified to do so; 

§ Understand the legislative framework around which APNIC is to exercise its powers of investment; 

§ Identify areas where external expertise is required (and engaged) to adequately manage APNIC’s 
investments; 

§ Ensure those involved in managing APNIC’s investments are adequately trained to undertake their 
roles; 

§ Consider the use of appropriately licensed and supervised advisers to provide expert advice on 
portfolio design and construction, investment selection and the implementation of the investment 
strategy; and 

§ Manage conflicts of interest in a similar manner to which the Executive Council manages conflicts of 
interest (see 4.6). 

4.6 Conflicts of Interest Policy 
This Policy sets out the Executive Council’s policies and procedures for avoiding or managing conflicts 
of interest that arise in relation to the management of the Investment Policy. 

Objectives 

The main objectives of this Conflicts of Interest Policy are to: 

§ Identify potential or actual conflicts of interest that may arise in relation to the Investment Policy; 



APNIC Investment Policy(Draft) 

Issue Date: March 2013   Version: 1 Page 10 of 24 

§ Set down procedures to evaluate any potential conflicts of interest. This will permit the decision to be 
made as to whether a particular conflict of interest situation is manageable or whether it must be 
avoided; 

§ Have processes and procedures in place to adequately manage and monitor conflicts of interest; 
and 

§ Make adequate disclosure of conflicts of interest to affected persons where required. This is to 
ensure that these people are sufficiently informed to be able to evaluate whether a conflict may 
affect the independence or quality of decisions made. 

Application 

The Executive Council, Director General, Secretariat and each Key Decision Maker delegate must 
comply with this Conflicts of Interest Policy. Failure to comply could expose the Executive Council 
and/or its Representatives to risks or legal liabilities. 

Duties under the Conflicts of Interest Policy 

A Representative must avoid any situation where the duties owed by the Representative under the 
Investment Policy conflict with: 

§ The personal interests of the Representative; or 

§ The duties owed by the Representative to another entity. 

Each Representative must notify the Director General, and in the case of the Director General, the 
Executive Council, of all material personal interests he or she may have in a matter relating to the 
Investment Policy. 

If a Representative believes that a conflict is such that he or she cannot bring an independent mind to 
the consideration of a matter, he or she must abstain from taking part in that matter and must notify the 
Director General and in the case of the Director General, Executive Council. 

Conflicts of interest at the Executive Council, Director General, Business Director, Secretariat 
and Key Decision Maker delegate level 

Conflicts of interest at the Executive Council, Director General, Business Director, Secretariat and Key 
Decision Maker delegate level must be managed by: 

§ Having a standing agenda item for disclosure of conflicts of interest at each meeting; and 

§ Members disclosing personal conflicts of interest. 

Where an Executive Council member, the Director General, the Business Director, Secretariat or Key 
Decision Maker delegate member has a conflict of interest, he or she must disclose that conflict of 
interest in a timely fashion to the other Executive Council members, the Director General, the Business 
Director, Secretariat and Key Decision Maker delegates. The conflicted member will abstain from the 
decision-making process. 

4.7 Breach Reporting Policy 
This Breach Reporting Policy is designed to assist the Executive Council, Director General, Business 
Director, Secretariat and Key Decision Maker delegates in the management of breaches and to ensure 
that there is an open and transparent process of reporting and monitoring incidents and breaches. 

Objectives 

§ The objectives of this Breach Reporting Policy are as follows: 

§ To ensure that an incident or a breach, once identified, is reported and resolved in a consistent and 
timely manner; 
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§ To ensure that there is an open and transparent process of reporting and monitoring of incidents and 
breaches; 

§ To allocate responsibility for ensuring compliance with regulatory and other obligations and that risks 
of non-compliance are effectively managed; 

§ To assist the Executive Council, Director General, Business Director, Secretariat and Key Decision 
Maker delegates to implement improved internal controls and service standards; and 

§ To provide a framework that assists the Executive Council, Director General, Business Director, 
Secretariat and Key Decision Maker delegates to understand the obligations to monitor incidents 
and breaches. 

Application 

The Executive Council, Director General, Business Director, Secretariat and each Key Decision Maker 
delegate must comply with this Breach Reporting Policy. Failure to comply could expose the Executive 
Council and/or its Representatives to risks or legal liabilities. 

Definition 

A ‘breach’ is defined as a failure (or the likely failure) to comply with the measures outlined in the 
Investment Policy, legislation, regulations or industry standards, as well as any failure of business 
processes or systems. If there is any doubt as to whether a matter constitutes a breach, the matter 
must be referred to the appropriate manager for determination. 

Registering details of breaches 

Any breach identified by the Director General, Business Director, Secretariat or Key Decision Maker 
delegate must be logged in a centralised register. The following details are to be recorded: 

(a) Date the breach was raised; 

(b) Who identified the breach; 

(c) Status (eg open, closed); 

(d) What is the likely impact? (eg financial loss, reputational risk etc); 

(e) What is the approach to remediation? 

(f) Who is responsible for the remediation? and 

(g) The timeframe within which remediation must be completed. 

Breaches brought to the attention of the Secretariat or Key Decision Maker delegates must be notified 
to the Director General and the Business Director in writing within 5 business days of the breach being 
identified. The timely reporting of issues will ensure swift remediation if required. 
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5 Investment Allocation Policy 

5.1 Investment Risk 
APNIC’s funds are to be carefully segmented into specific reserves that have been designed to meet 
the organisations short, medium and longer-term objectives. 

5.2 Asset Allocation 
The asset allocation is an outcome of the optimal capital allocation to meet the objectives for each 
reserve that can be aggregated to an asset allocation at a total portfolio level. Based on this rationale, 
the Asset Allocation should be adjusted where necessary to achieve the objectives. 

Strategic Asset Allocation is the primary position or base case for the proportional allocation of capital 
to respective asset classes in a portfolio constructed to optimise returns for a given level of risk. The 
Strategic Asset Allocation is determined based on expected asset class returns that in turn are largely 
guided by historical asset class returns. 

A strategic bias is a secondary consideration in portfolio construction. Such opportunities should exist 
for at least 12-18 month time horizon. The application of strategic biases is to add value (increase 
return/reduce risk) for a portfolio by varying from the Strategic Asset Allocation and taking 
under/overweight positions in an asset class or sub-asset class when a suitably attractive opportunity is 
identified. 

Long Term Investment Reserve 

The objective of the Long Term Investment Reserve is to generate income and capital growth for 
APNIC. 

The following Strategic Asset Allocation aims to provide stable income streams with minimal levels of 
capital growth and low levels of capital value volatility. An appropriate investment time horizon is a 
minimum of 3 years. 

The benchmark for this reserve will be a weighted average of the: 

§ UBS Bank Bill Index; 

§ UBS Australian Composite Bond Index (All Maturities); 

§ BarCap Global Aggregate Index (Hedged $A); 

§ MSCI World ex Aust Index ($A); 

§ UBS Global Real Estate Investors Index ($A); and 

§ S&P GI Infrastructure NR Hedged ($A). 

Asset Class Strategic Asset Allocation (%) 

Minimum Maximum Benchmark 

Cash 0% 100% 30% 

Fixed Interest 0% 80% 50% 

Australian Equities 0% 20% 9% 

International Equities 0% 20% 3.5% 

Property & 
Infrastructure 

0% 20% 7.5% 
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5.3 Asset Class Performance Benchmarks 
In assessing the performance of an investment portfolio it is important that performance benchmarks 
are established. 

The following performance benchmarks will be used by the Executive Council, Director General and 
Secretariat when assessing the performance of APNIC’s Investments across each asset class. 

 
Asset Class Strategic Asset Allocation (%) 

Cash UBS Bank Bill Index 

Australian Fixed Interest UBS Australian Composite Bond Index All Maturities 

International Fixed Interest  BarCap Global Aggregate Index Hedged $A  

Australian Equities  S&P/ASX 200 Accumulation Index  

International Equities  MSCI World ex Aust Index $A  

Australian Property  S&P/ASX 300 A-REIT Accumulation Index  

International Property  UBS Global Real Estate Investors Index $A  

Global Listed Infrastructure  S&P GI Infrastructure NR Hedged $A  

Alternative Assets  HFRI Fund Weighted Composite Index  
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6 6. Investment Selection 

6.1 Authorised Investments 
APNIC may only invest capital in the following authorised investments: 

§ Securities accessed through Australian domiciled and Australian regulated markets in accordance 
with the rules outlined in this Investment Policy; 

§ Managed investment schemes; 

§ State or Commonwealth Government Bonds, Debentures or Securities; 

§ Debentures, bills of exchange, deposits, bonds, notes and/or other fixed interest securities issued or 
accepted by/with a company listed in the S&P ASX100 index or an APRA regulated bank; 

§ Cash Deposits with the following financial institutions: 

- Commonwealth Bank of Australia 

- National Australia Bank 

- Westpac Banking Corporation/St. George Bank 

- ANZ 

- Bendigo and Adelaide Bank 

- BankWest 

6.2 Investment Ratings Standards 
Unless the Director General agrees otherwise, investments must be made only into investment grade 
products. For these purposes, investment grade products means where both the product and/or the 
issuer have a Standard and Poor’s credit rating of at least BBB- or the equivalent rating from 
recognised credit rating agencies Moody’s or Fitch. 

Investments into managed investments should only be made into funds with a Morningstar rating of at 
least Silver. 

6.3 Diversification 
One of the most effective ways to manage investment risks is through portfolio diversification. 
Appropriate diversification is achieved by having a sufficiently broad range of assets, investment 
management styles and managers to mitigate the potential downside risks resulting from overly 
concentrated exposures. 

The portfolio will be constructed to achieve optimal diversification benefits for the portfolio in 
accordance with the APNIC’s policies, risk parameters and return objectives as outlined in this 
document. The level of diversification and exposure limits implemented will be determined by a range of 
factors such as: 

§ Investment Strategy – by setting a strategic asset allocation in line with the stated objective for each 
nominated reserve. 

§ Manager – where appropriate using a combination of fund managers to minimise single manager 
risk and manager style bias. 

§ Asset class – where possible investing each nominated reserve in a combination of cash, fixed 
interest, equities and property. 
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§ Sub asset class – where possible look at breaking down the asset allocation between International 
and domestic investments as well as specific sectors such as infrastructure. 

The portfolio will only include assets that are available in Australian regulated markets. This is due to 
the size, liquidity, regulatory and transparency requirements necessary for an asset to be included on 
the Australian markets. 

6.4 Liquidity 
The funds and investments selected should offer daily liquidity with prices being ‘mark to market’ on a 
daily basis. 

6.5 Active versus Passive Investment Management 
The investment managers should be selected on the basis of their quality as well as the role their 
particular investment strategy plays in the portfolio construction process. For active managers they 
should be assessed based upon the prospect they have of achieving superior risk adjusted returns 
relative to peers and their stated benchmark. For passive managers they should be assessed against 
their ability to reliably track their chosen index benchmark in a cost effective manner. 

6.6 Portfolio Investment Management Style 
The diversification of investment styles and managers is instituted to mitigate the potential downside 
risk to any one investment style or manager and to produce an optimal risk adjusted return profile for a 
particular asset class over the long term. 

6.7 Optimal Number of Fund Managers 
The number of fund managers chosen for each asset class within the portfolios is a function of: 

§ appropriate core capabilities required to be represented in each asset class to achieve adequate 
style diversification, 

§ range, quality and strength of capability of the respective managers, and 

§ fund managers available with the required capabilities. 

6.8 Market Segmentation 
Market segmentation takes many forms, such as regional and emerging markets, sector specific 
exposure and large, mid and small cap allocations. These sub-groups within the broader asset classes 
can, at times, present compelling investment opportunities to improve portfolio returns through a 
strategic bias. Some of these potential opportunities are described in the points below. 

6.8.1 Market Capitalisation 
While care must be taken with the use of small cap managers due to liquidity, research coverage and 
market depth issues, the diversification achieved through having some exposure to stocks outside the 
S&P/ASX 100, can be beneficial for portfolios. 

From a strategic bias, where compelling value is identified outside the Large Cap sector a specialist 
manager may be included in the portfolio to specifically increase the portfolios exposure to this sector. 

6.8.2 Geographic Segmentation (Regional and Country Specific Managers) 
Portfolio regional asset allocation is left to the discretion of international investment managers due to 
the sophisticated top down economic inputs required to assess the relative merits of the various 
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countries/regions and also to manage currency exposures. Therefore, specific regional international 
managers will generally not be included in the portfolio unless the case for the relevant exposure is 
compelling and likely to persist for an extended period. 

6.8.3 Sector Exposure 
The portfolio will not generally use industry sector specific managers as the existing generalist 
manager’s portfolios will carry industry sector biases periodically as a result of their portfolio tilts. 

The exception to this is infrastructure funds. These will have equity-like characteristics but are often 
lowly correlated to broader equity funds. These may provide portfolio diversification and can be 
included where sufficiently attractive vehicles and opportunities can be identified. 

6.9 Currency Management 
A common objective for international investing is to diversify the portfolio away from an Australian dollar 
exposure. Where currency management is used it is usually implemented by applying a global asset 
allocation approach to management and/or by using some form of currency hedging which may involve 
the use of derivative instruments. 

The decision to hedge currency is to be determined by the Executive Council. Where possible, global 
fixed interest is to be fully hedged. 

6.10 Gearing 
Gearing is the strategy of borrowing money to invest. Gearing is essentially undertaken to increase the 
growth rate of capital employed or to generate tax efficient income. Gearing as a strategy is only 
successful when the return generated is greater than the cost of capital on a post-tax basis. From an 
investment perspective gearing has the impact of increasing capital volatility (risk) for what hopefully is 
more than compensated by additional return. 

The Executive Council seeks to avoid exposure to all types of gearing strategies and will only use its 
own capital when investing. 

6.11 Investment Screens 
The quality of the assets is critical to the sustainable performance of the investment portfolio and the 
preservation of capital. APNIC has adopted a screening process that aims to ensure that only high 
quality assets and issuers feature in the investment portfolio. 

6.11.1 Managed Investment Schemes 
Investment Advisers must only recommend managed investment schemes that are of investment grade 
and that are approved by their Licensee. 

The Executive Council looks to avoid investments into managed investment schemes where: 

§ A predominant feature of the scheme is to provide taxation relief; 

§ The scheme does not offer at least weekly liquidity; and 

§ The scheme is overly complex and has inadequate transparency. 

6.11.2 Direct Equities 
The portfolio must adhere to the liquidity policy and will, in the main, only include assets that are 
available on public markets. This is due to the size, liquidity, regulatory and transparency requirements 
necessary for an asset to be included on public markets. 
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As such, Direct Equities must be based in Australia and may only include assets listed on the Standard 
& Poor’s/Australian Stock Exchange 50 Index. The Index comprises the 50 largest stocks by market 
capitalisation in Australia. 

When selecting investments in direct equities, the Executive Council and Director General should look 
to invest in equities using the following selection guidelines. 

§ Debt/Equity Ratio and Interest Rate coverage: 

- Stocks should have a debt/equity ratio of below 50% 

- For Stocks with a debt/equity ratio of between 50 - 60%, their interest cover should be between 5 
-10 times; 

- For stocks with a debt/equity ratio of 60 - 70%, their interest cover should be between 10 - 15 
times; and 

- All stocks should have a minimum interest cover of 2.5 times. 

§ Diversification within the different sectors should not be more than 3 times the Index Allocation and 
this is capped at 50%. 

§ Direct stocks that deliver fully franked income are favoured in the portfolio. 

§ Franked income would be favourable, but the merits of the underlying investment and research 
would be the key driver to the investment decision. 

§ The maximum direct investment into a single stock should be no more than 10% of the portfolio. 

6.11.3 Interest Rate Securities 
Interest Rate Securities have characteristics of both Fixed Interest and Equities investments. In keeping 
with the market standards, interest rate securities are aligned with Direct Equities and Australian 
Equities component of an investment policy. 

Interest Rate Securities must form part of the Australian Equities allocation. Market risk and interest 
rate risk will be controlled by adopting a “hold to maturity” philosophy with respect to directly held 
interest rate securities. 

In addition to the above, when selecting investments in Interest Rate Securities, the Executive Council 
and Director General should look to invest using the following selection guidelines. 

§ Within the asset allocation, any hybrid should not have exposure greater than 25% of total portfolio 
value. 

§ 70% - 80% of the portfolio should have a credit rating of BBB+ rating or higher. 

§ Hybrids with a credit rating greater than A- should have a maximum weight of 25% within the asset 
allocation. 

§ Hybrids with a BBB+ credit rating should have a maximum weight of 17.5% within the asset 
allocation. 

§ Hybrids with credit ratings between BBB- to BBB should have maximum of 10% in the entire portfolio 
within the asset allocation. 

§ Investment into Interest Rate Securities should only be made into investment grade instruments from 
investment grade issuers and should have a cash-out option at maturity. 

Other Fundamentals assessed for portfolio inclusion will be: 

§ Balance Sheet information such as Debt/Equity Ratio and Interest Cover. 

§ Scaling process to gauge debt/equity (D/E) being: 
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- D/E < 50% - Must have interest cover greater than 2.5 times 

- D/E 50-60% - Must have interest cover between 5 to 10 times 

- D/E 60%-70% - Must have interest cover between 10 to 15 times 

§ Balance sheet 

§ Underlying strategies 

§ Assets are not reliant on Non–Current intangibles 

§ Short Term Current liabilities 

§ Management experience and track record 

§ We cannot enter the hybrid if market consensus is less than Neutral. 

§ Cannot enter a hybrid if the Research House has a Sell recommendation on the underlying stock. A 
reduce is fine (only where a reduce rating on the underlying stock has been given because the 
underlying stock is overvalued) because the definition is a deviation of only 2 to 5% decline of the 3 
year internal rate of return. Where there is a reduce rating on the underlying stock due to concerns 
other than the stock being overvalued, then the hybrid cannot be entered into. 

§ Any hybrid must not have exposure greater than 25% of total portfolio value. 

§ 70% to 80% of the portfolio must be greater than BBB+ rating. 

§ Hybrid rating greater than A- will have a maximum weight of 25% within the asset allocation. 

§ Hybrids rating with greater than BBB+ will have a maximum weight of 17.5% within the asset 
allocation. 

§ Hybrids rated BBB will have maximum of 12.5% per securities and no greater than 25% in the entire 
portfolio and asset allocation. 

§ No security will have a credit rating less than BBB. 

An investment with a less than minimum Standard & Poor’s ‘BBB’ rating, issued by a top 50 Australian 
company by market capitalisation, may be considered by the committee. This is on the proviso that 
there are appropriate investment research reports to satisfy the Investment Policy criteria. Furthermore 
franking credits would be considered but the merits of the underlying investment and research would be 
the key driver for the investment decision. 

6.11.4 Capital Guaranteed Investments 
A capital guaranteed investment is an investment product which includes a guarantee by a financial 
institution that an investor will receive a pre-agreed amount of capital back if the product is held to 
maturity. 

Whilst these products aim to limit the amount of capital loss, they can also limit the amount of return 
that investors can obtain if the investments appreciate. This compromise is how the offering institutions 
can afford to guarantee the principal investment. 

A capital guaranteed investment must demonstrate the following characteristics: 

§ The capital guarantee can be from 80-100% of the principal invested 

§ Is provided by one of the top 4 major banking institutions in Australia 

§ The guarantee is structured inexpensively and is transparent in its structure 

§ The cost and risk trade-off to investing directly into the market is obvious to the Director General and 
the Business Director. 
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§ The underlying investment and market the investment tracks adheres to this investment policy. 

6.11.5 Portfolio Exclusions 
APNIC places restrictions on the types of companies or industries that capital can be invested in on 
moral, environmental, ethical and/or commercial grounds, where practical.  APNIC looks to avoid direct 
investment in businesses that engage in any of the following activities: 

§ alcohol, gaming, tobacco and any activities that have a detrimental effect to the environment. 

Typically, this type of screening policy can be easily implemented in a direct equities portfolio. APNIC 
recognises that such policy may not be possible to implement with managed funds and some structured 
investments. In the interest of product and market diversification, these funds and structured 
investments will be considered on the proviso that they are in keeping with the broader Investment 
Policy. 

6.12  Custodian Risk 
APNIC may invest via a wrap platform / investor directed portfolio service (IDPS) to provide 
administrative services. The Operator or Custodian must be a specialist provider of services, 
technology and systems underpinning wrap and investor directed portfolio services. The Custodian 
must also have a complaints resolution scheme and be related to a major Australian based Operator. 

6.13 Fees and Taxes 
The portfolios are to be constructed using products and managers that have been assessed against 
their overall contribution to portfolio returns; this assessment includes an evaluation of fee 
competitiveness and level of tax efficiency. 
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7 7. Portfolio Administration Policy 

7.1 Performance Measurement and Reviews 
After the construction and implementation of the portfolio the monitoring and reporting regime will be 
initiated. 

The portfolio must be reviewed at the end of each quarter by the Director General and the Business 
Director in consultation with any third party advisors. If changes are required then the following process 
is to be adopted: 

A recommendation (refer Appendix B) will be documented by the Investment Adviser and provided to 
the Director General and the Business Director and must include the following information: 

§ Positives/negatives and fees and bid/offer spread costs 

§ Proposed investment – positives/negatives and fees and bid/offer spread costs 

§ Basis for change 

§ Supporting material justifying the change 

The recommendation must be signed by the Director General and the Business Director or appointed 
Key Decision Maker delegates where the delegated authority is in place. Only once the 
recommendation(s) is approved can the changes be implemented. 

The Executive Council must be provided with an update by the Director General and any third party 
advisers at least quarterly on the performance of APNIC’s investments. This update should include the 
following: 

§ Economic review and forecast; 

§ Investment review and forecast against the relevant benchmarks and client investment objectives; 

§ Review of changes to the investment portfolio since last update; 

§ Notification of any issues; 

§ Potential changes in light of the economic and investment forecast. 

7.2 Market Event Reviews 
As capital preservation is paramount, a way to identify the need to review the portfolio in between the 
end of each quarter is by using a Market Event Review. An impetus for a review will occur should 
events in the market cause volatility which significantly impacts the value of the portfolio. Volatility is 
generally to the downside, and where it is of a sufficient magnitude it will trigger this out of cycle review. 

Where an issue is identified, it will be assessed and appropriate advice is to be provided given the 
prevailing portfolio and market conditions. 

7.2.1 Downside Market Event Review 
Defensive assets are defined as Australian fixed interest, International fixed interest and Cash. Growth 
assets are defined as Australian Equities, International Equities, Australian Listed Property, 
International Listed Property and Alternative Assets and Strategies. 

For Defensive assets, a Market Event Review 1 occurs where the asset class declines by 5% from its 
last high point since the previous quarter*. A Market Event Review 2 occurs if an asset class further 
declines 5% from the Market Event Review 1. 
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For Growth assets, a Market Event Review 1 occurs if an asset class declines by 10% from its last high 
point since the previous quarter*. A Market Event Review 2 occurs if an asset class further declines 
10% from Market Event Review 1. 

Once a Market Event Review is triggered on any one particular asset class then a complete review of 
the investment portfolio will assess the cause of the volatility and if considered material (exogenous or 
investment specific) re-evaluate the validity of the investment thesis supporting the investment mix. An 
out of cycle review may result in assets being liquidated and capital re-deployed, conversely and more 
commonly, result in no action being taken at all, other than the report and assessment process. 

* This will be based upon each asset class’ corresponding Index and on daily closing price data. The 
Index used for each asset class is displayed in the table below. 

Summary of Downside Market Event Review events are shown in the following table: 

 
 
Asset Class  

Benchmark / Index  Downside Market Event 1  Downside Market Event 2  

Cash  n/a  n/a  n/a  

Australian Fixed 
Interest  

UBS Australian 
Composite Bond Index 
All Maturities  

Fall of 5% from last 
high point since the 
previous quarter  

Further fall of 5% from 
Market Event 1  

International Fixed 
Interest  

BarCap Global 
Aggregate Index 
Hedged $A  

Fall of 5% from last 
high point since the 
previous quarter  

Further fall of 5% from 
Market Event 1  

Australian Equities  S&P/ASX 200 
Accumulation Index  

Fall of 10% from last 
high point since the 
previous quarter  

Further fall of 10% from 
Market Event 1  

International Equities  MSCI World ex Aust 
Index $A  

Fall of 10% from last 
high point since the 
previous quarter  

Further fall of 10% from 
Market Event 1  

Alternative Assets  HFRI Fund Weighted 
Composite Index $US  

Fall of 10% from last 
high point since the 
previous quarter  

Further fall of 10% from 
Market Event 1  

Australian Property  S&P/ASX 300 A-REIT 
Accumulation Index  

Fall of 10% from last 
high point since the 
previous quarter  

Further fall of 10% from 
Market Event 1  

International Property  UBS Global Real Estate 
Investors Index $A  

Fall of 10% from last 
high point since the 
previous quarter  

Further fall of 10% from 
Market Event 1  

Infrastructure  S&P GI Infrastructure 
NR Hedged $A  

Fall of 10% from last 
high point since the 
previous quarter  

Further fall of 10% from 
Market Event 1  
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7.2.2 Capital preservation – Upside Review Events (Portfolio rebalancing) 
Upside review events occur when the value of the investments have risen to the point where the 
portfolio can be moved to a more conservative asset allocation and still have a very high probability of 
achieving the organisation’s objectives. 

The portfolio is to be reviewed and where necessary rebalanced quarterly, on a quarter’s-end basis.  
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Appendix A: Circular Resolution Template 
CONFIDENTIAL  

Secretariat  

<Insert date of meeting>  

Circulating Resolution for <Insert details of what is to be approved>. 

1. PURPOSE  

2. The purpose of this Circulating Resolution is to recommend that <Insert details of what is to be 
approved>.  

3. BACKGROUND  

3.1. Please refer to the attachments for the basis of these recommendations. Details required 
include the current investment and proposed investments positives, negatives and associated 
fees  

4. RECOMMENDATIONS  

4.1. It is recommended that the Secretariat resolve to:  

5. <Detail recommended action>  

6. RESOLUTIONS  

6.1. Pursuant to the Secretariat, being all the Secretariat at the time this document is last signed, 
we are in favour of the resolution to:  

6.1.1. <Repeat recommended action>  

 

………………………  ………………………  ………………………  

<Secretariat member 1>  < Secretariat member 2>  < Secretariat member 3>  

/     / /     / /     / 

 

………………………  ………………………  ………………………  

   

   
 

Name: <Business Representative>  

Position: <Role within organisation>  

Date: <Insert Date>  

END OF CIRCULATING RESOLUTION 
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Summary	
  of	
  Ongoing	
  Investment	
  Advisory	
  Services	
  
 
Benefits	
  to	
  APNIC	
  
	
  
§ The	
   Commonwealth	
   Financial	
   Planning	
   Wholesale	
   &	
   Not	
   For	
   Profit	
   (NFP)	
   Team	
   specialise	
   in	
   providing	
  

ongoing	
   investment	
   advisory	
   services	
   to	
   board	
   controlled	
   organisations	
  with	
   a	
   particular	
   emphasis	
   on	
   the	
  
Not	
   For	
  Profit	
   sector.	
  They	
  work	
  with	
  NFP	
   clients	
   to	
  understand	
   the	
   services	
   they	
  offer	
   to	
   the	
   community	
  
with	
  a	
  view	
  of	
  establishing	
  a	
   tailored	
  and	
  sustainable	
  ongoing	
   investment	
  advisory	
  solution	
  based	
  on	
  their	
  
needs	
  and	
  objectives.	
  
	
  

§ Support	
  to	
  establish,	
  implement	
  and	
  maintain	
  the	
  APNIC	
  Investment	
  Policy	
  that	
  becomes	
  a	
  roadmap	
  for	
  all	
  
investment	
  decision	
  making.	
  

	
  
§ Provision	
  of	
  active	
  cash	
  management	
  across	
  6	
  different	
   term	
  deposit	
  providers	
   (being	
   the	
  CBA,	
  BankWest,	
  

NAB,	
   ANZ,	
   Westpac/St	
   George	
   and	
   Adelaide	
   &	
   Bendigo	
   Bank)	
   which	
   mitigates	
   counterparty	
   risk	
   and	
  
management	
   of	
   the	
   reinvestment	
   process	
   with	
   a	
   single	
   point	
   of	
   contact,	
   avoiding	
   calls	
   between	
   various	
  
banks.	
  

	
  
§ Comprehensive	
  ongoing	
  Investment	
  Advisory	
  service	
  that	
  includes	
  selecting	
  and	
  monitoring	
  all	
   investments	
  

to	
  meet	
  agreed	
  objectives.	
  The	
  service	
  includes	
  an	
  economic	
  review	
  and	
  outlook	
  to	
  ensure	
  APNIC	
  is	
  always	
  
up	
  to	
  date	
  with	
  the	
  latest	
  information.	
  
	
  

§ Commonwealth	
   Financial	
   Planning	
   utilises	
   Colonial	
   First	
   State’s	
   FirstWrap	
   Plus	
   investment	
   platform	
  
(FirstWrap	
   Plus)	
   which	
   provides	
   access	
   to	
   over	
   250	
  managed	
   funds,	
   all	
   ASX-­‐listed	
   securities	
   and	
   a	
   broad	
  
range	
  of	
  cash	
  management	
  options	
  including	
  Cash	
  Management	
  Trusts	
  and	
  a	
  range	
  of	
  Term	
  Deposits.	
  
	
  

§ FirstWrap	
  Plus	
  utilises	
  an	
  integrated	
  web	
  based	
  technology	
  (“Wrap”)	
  which	
  allows	
  data	
  to	
  be	
  processed	
  in	
  an	
  
efficient	
   and	
   timely	
  manner	
   optimising	
   data	
   integrity.	
   	
   A	
  market	
   advantage	
   of	
   this	
   technology	
   is	
   that	
   the	
  
system	
  is	
  always	
  live	
  allowing	
  it	
  access	
  to	
  the	
  latest	
  information,	
  and	
  portfolio	
  changes	
  can	
  be	
  made	
  quickly	
  
and	
  easily.	
  
	
  

§ FirstWrap	
  Plus	
  operates	
  under	
  a	
  custodial	
  structure	
  where	
  the	
  investor	
  retains	
  beneficial	
  ownership	
  of	
  their	
  
investments.	
  	
  	
  
	
  

	
  
Strategic	
  Asset	
  Allocation	
  and	
  Long	
  Term	
  Investment	
  Reserve	
  
	
  
Given	
  the	
  current	
  market	
  conditions,	
  the	
  Long	
  Term	
  Investment	
  Reserve	
  has	
  been	
  designed	
  to	
  target	
  a	
  medium	
  
term,	
  defensive	
  and	
  income	
  focused	
  portfolio	
  in	
  order	
  to	
  provide	
  a	
  sustainable	
  strategy	
  for	
  APNIC.	
  	
  This	
  reserve	
  
has	
   been	
   designed	
   to	
   provide	
   a	
   stable	
   income	
   stream	
   with	
   low	
   levels	
   of	
   volatility	
   in	
   the	
   capital	
   value.	
   An	
  
appropriate	
  investment	
  time	
  horizon	
  is	
  a	
  minimum	
  of	
  3	
  years.	
  	
  

The	
  Strategic	
  Asset	
  Allocation	
  has	
  been	
  designed	
  for	
  the	
  medium	
  term	
  with	
  the	
  predominant	
  allocation	
  to	
  cash	
  
and	
   fixed	
   income	
   funds	
   which	
   invest	
   in	
   bonds.	
   	
   This	
   provides	
   diversification,	
  mitigates	
   reinvestment	
   risk	
   with	
  
active	
  management	
  and	
  staggered	
  maturities,	
  with	
  the	
  added	
  benefit	
  of	
  liquidity	
  in	
  the	
  portfolio.	
  	
  The	
  funds	
  that	
  
will	
  be	
  considered	
  for	
  APNIC	
  range	
  from	
  AA+	
  to	
  AAA	
  rated.	
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The	
  NFP	
  team	
  have	
  also	
  recommended	
  a	
  small	
  allocation	
  (20%	
  of	
  the	
  Investment	
  Reserve)	
  to	
  growth	
  investments	
  
in	
   Australian	
   equities,	
   international	
   equities,	
   global	
   listed	
   infrastructure	
   and	
   global	
   property.	
   	
   By	
   introducing	
   a	
  
defensive	
  equity	
   income	
  position	
  as	
  well	
  as	
  property	
  and	
   infrastructure,	
   the	
  Reserve	
  has	
   the	
  ability	
   to	
   tap	
   into	
  
long	
  term	
  inflation	
  hedged	
  income	
  which	
  will	
  become	
  increasingly	
  important	
  in	
  the	
  coming	
  years.	
  	
  	
  

	
  

Asset	
  Class	
  
Strategic	
  Asset	
  Allocation	
  (%)	
  

Minimum	
   Maximum	
   Benchmark	
  

Cash	
  
0%	
   100%	
   30%	
  

Fixed	
  Interest	
  
0%	
   80%	
   50%	
  

Australian	
  Equities	
  
0%	
   20%	
   9%	
  

International	
  Equities	
   0%	
   20%	
   3.5%	
  

Property	
  and	
  Infrastructure	
  
0%	
   20%	
   7.5%	
  

	
  
	
  
The	
  benchmark	
  for	
  the	
  Long	
  Term	
  Investment	
  Reserve	
  will	
  be	
  a	
  weighted	
  average	
  of	
  the	
  UBS	
  Bank	
  Bill	
  Index,	
  UBS	
  
Australian	
  Composite	
  Bond	
  Index	
  (All	
  Maturities),	
  BarCap	
  Global	
  Aggregate	
  Index	
  (Hedged	
  $A),	
  MSCI	
  World	
  ex	
  
Aust	
  Index	
  ($A),	
  UBS	
  Global	
  Real	
  Estate	
  Investors	
  Index	
  ($A)	
  and	
  S&P	
  GI	
  Infrastructure	
  NR	
  Hedged	
  ($A).	
  
	
  
	
  
Proposed	
  Portfolio	
  Characteristics	
  
	
  
It	
  is	
  expected	
  that	
  the	
  proposed	
  portfolio	
  characteristics	
  would	
  lie	
  in	
  between	
  the	
  characteristics	
  of	
  a	
  Defensive	
  
Risk	
  Profile	
  and	
  a	
  Conservative	
  Risk	
  Profile.	
  	
  

Both	
  of	
  these	
  characteristics	
  have	
  been	
  outlined	
  below	
  for	
  your	
  information.	
  

	
  

Defensive	
  Risk	
  Portfolio	
  Characteristics	
  

	
  
This	
  information	
  is	
  based	
  on	
  historical	
  asset	
  class	
  benchmark	
  performance	
  since	
  1	
  January	
  1990	
  to	
  31	
  December	
  
2011.	
  Expect	
  there	
  to	
  be	
  90%	
  probability	
  that	
  the	
  portfolio’s	
  returns	
  will	
  be	
  within	
  a	
  range	
  of	
  0.30%	
  to	
  11.1%	
  p.a.	
  
The	
  largest	
  drawdown	
  experienced	
  by	
  this	
  portfolio,	
  from	
  peak	
  to	
  trough,	
  was	
  4.1%.	
  
	
  

Conservative	
  Risk	
  Portfolio	
  Characteristics	
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This	
  information	
  is	
  based	
  on	
  historical	
  asset	
  class	
  benchmark	
  performance	
  since	
  1	
  January	
  1990	
  to	
  31	
  December	
  
2011.	
  Expect	
  there	
  to	
  be	
  90%	
  probability	
  that	
  the	
  portfolio’s	
  returns	
  will	
  be	
  within	
  a	
  range	
  of	
  -­‐1.1%	
  to	
  14.1%	
  p.a.	
  
The	
  largest	
  drawdown	
  experienced	
  by	
  this	
  portfolio,	
  from	
  peak	
  to	
  trough,	
  was	
  10.2%.	
  
	
  
	
  
Ongoing	
  Service	
  &	
  Reporting	
  for	
  APNIC	
  
	
  
The	
  table	
  below	
  summarises	
  the	
  reporting	
  and	
  ongoing	
  service	
  for	
  APNIC.	
  	
  

	
  

Custodial	
  Reporting	
  
› Secure	
  online	
  access	
  to	
  view	
  the	
  portfolio	
  including	
  reporting	
  functionality	
  24/7;	
  
› Monthly	
  Investment	
  reports	
  which	
  include	
  portfolio	
  valuation	
  reporting,	
  

transaction	
  statements,	
  asset	
  allocation	
  reporting,	
  performance	
  reporting	
  and	
  
capital	
  gains	
  reporting;	
  and	
  

› Annual	
  reports	
  will	
  be	
  delivered	
  by	
  mail	
  and	
  include	
  the	
  annual	
  investor	
  
statement,	
  the	
  annual	
  audit	
  report	
  and	
  the	
  annual	
  tax	
  statement	
  in	
  order	
  to	
  
assist	
  in	
  calculating	
  and	
  claiming	
  franking	
  credits	
  as	
  a	
  Not	
  For	
  Profit.	
  

Ongoing	
  Investment	
  
Advisory	
  Service	
  

› An	
  ongoing	
  fee	
  of	
  0.25%	
  p.a.	
  (including	
  GST)	
  is	
  charged	
  to	
  you	
  on	
  a	
  monthly	
  
basis.	
  	
  

› Maintain	
  the	
  investment	
  portfolio	
  within	
  the	
  required	
  parameters	
  of	
  the	
  
APNIC’s	
  investment	
  policy;	
  

› A	
  commitment	
  to	
  a	
  quarterly	
  review	
  of	
  APNIC’s	
  investments	
  including	
  an	
  annual	
  
Executive	
  Council	
  presentation.	
  Our	
  quarterly	
  review	
  will	
  include	
  the	
  following:	
  

› Economic	
  review	
  and	
  forecast;	
  
› Commentary	
  on	
  investment	
  markets;	
  
› Investment	
  review	
  and	
  forecast	
  against	
  the	
  relevant	
  benchmarks	
  and	
  APNIC’s	
  

investment	
  objectives;	
  
› Reporting	
  of	
  asset	
  allocation	
  position	
  relative	
  to	
  the	
  benchmark	
  and	
  ranges	
  and	
  

action	
  required	
  to	
  rebalance;	
  
› Review	
  of	
  changes	
  to	
  the	
  investment	
  portfolio	
  since	
  last	
  update;	
  
› Notification	
  of	
  any	
  issues;	
  	
  
› Potential	
  changes	
  in	
  light	
  of	
  the	
  economic	
  and	
  investment	
  forecast;	
  and	
  
› Compliance	
  to	
  APNIC’s	
  Investment	
  Policy. 
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We are pleased to be able to submit this Proposal for the provision of Investment Advisory Services to APNIC. 

The contents of this Proposal spans multiple members of the Commonwealth Bank Group and it is important 
that when reading this document that you understand which entity is offering to provide you with products and 
services.  The Investment Advisory Services are provided by Commonwealth Financial Planning. 

This Proposal is a confidential communication to the addressee and may not be disclosed to any other person 
without the prior written consent of the Commonwealth Bank and Commonwealth Financial Planning. 

You have requested that we provide advice on APNIC’s investment activities.  For the purposes of the 
recommendations made in this document, Commonwealth Financial Planning has classified APNIC as a 
Wholesale client as defined under section 761G of the Corporations Act 2001.  If you consider that this 
classification is incorrect, you should not implement any recommendations without first speaking with Kym 
O’Brien. 

 

 

 
 
 

Important Information 
 
 
This proposal has been prepared by Commonwealth Financial Planning Limited ABN 65 003 900 169, AFSL 231139 (Commonwealth Financial Planning) 
and the Commonwealth Bank of Australia ABN 48 123 123 124, AFSL 234945 (Commonwealth Bank).  Information in this proposal is based on our 
understanding of current laws and regulatory requirements as at 09 October  2012 and may be subject to change.  While care has been taken in the 
preparation of this document, no liability is accepted by Commonwealth Bank, its related entities, agents and employees for any loss arising from reliance 
on this document.  Past performance is no indication of future performance.  All investments are subject to risk, including the loss of income and capital 
invested. 
 
Commonwealth Financial Planning advisers are representatives of Commonwealth Financial Planning.  Avanteos Investments Limited ABN 20 096 259 
979, AFSL 245531 (Avanteos), is the operator of the FirstWrap Plus Investment platform.  Commonwealth Financial Planning, Avanteos and 
Commonwealth Securities Limited ABN 60 067 254 399, AFSL 238814, are wholly-owned, non-guaranteed subsidiaries of the Commonwealth Bank. 
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We are pleased to be able to provide a response to your request for the provision of investment services for 
APNIC.  

APNIC’s Objectives 

This Proposal demonstrates the following capabilities of Commonwealth Financial Planning to meet APNIC’s 
investment requirements: 

 Investment Policy: Work with the APNIC’s Executive Council/Secretariat Business Area to formulate 
and implement an Investment Policy . 

 Cost effective investment solution: Provide a fully diversified investment solution that draws on the full 
capability of the CBA Group; 

 Ongoing investment advisory services: That includes portfolio advice, construction, reporting, 
custody, formal reporting and presentations in accordance with APNIC’s ‘Investment Policy’. 

Benefits to APNIC 

 A coordinated approach from representatives across the Commonwealth Bank Group to draw maximum 
value for the APNIC. 

 Our Investment advisory services feature: 
– Development of an Investment Policy for APNIC with CBA’s strict Not For Profit investment guidelines 

to demonstrate financial prudence to APNIC’s stakeholders. 
– Broader diversification amongst investment products, managers, asset classes and markets. 
– Comprehensive ongoing service that includes reporting, presentations, online access to portfolio 

valuations & reports, as well as ongoing monitoring of market review events and compliance to 
APNIC’s Investment Policy. 

 Dedicated relationship team across banking & investments fully supported by proactive product 
specialists with a commitment to working with you to provide tailored services and solutions to meet your 
needs; 
 

“At the Commonwealth Bank we believe that a team approach is fundamental 
in helping our clients optimise their working capital and longer term investment 
needs.  That’s why our bankers and investment specialists work together to 
provide collective solutions, as we find this approach is the most successful in 
meeting our clients’ total financial needs”. 

Jack McCartney, General Manager, Business Wealth Management, Commonwealth Financial Planning 

 

Executive Summary 
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1. Statement of Capability  
 

The Commonwealth Bank Group is one of Australia’s leading providers of integrated financial services 

including retail banking, premium banking, business banking, institutional banking, funds management, 
superannuation, insurance, custodial and investment and share broking products and services.  The Group is 
one of the largest listed companies on the Australian Stock Exchange and is included in the Morgan Stanley 
Capital Global Index. 

The Commonwealth Bank brand is the most recognised brand in the Australian financial services industry.  
Other award-winning brands within the Group include our wealth management businesses: Colonial First 
State, CommInsure, Commonwealth Financial Planning, and online broking service, CommSec. 

  

 

In terms of scale, the Commonwealth Bank Group has a strong domestic presence with the largest customer 
base of any Australian bank and operates the largest financial services distribution network in the country with 
the most points of access. 

 
In the Community 

The Commonwealth Bank Group is a long-standing supporter of community activities and organisations.  This 
support is directed at a broad range of activities that bring long term benefits to Australians and reflect 
community activities and organisations.  Areas of particular emphasis include education, medical, youth, 
science and technology, the arts and the environment. 

In the area of education, we aim to develop financial literacy, especially for youth, as well as online learning.  
We look to support educational programs which provide professional and credible learning activities. 

The Commonwealth Bank encourages developments in education, including the development of financial 
literacy skills for young Australians. For more information on Commonwealth Bank’s community involvement, 

visit: www.commbank.com.au/sustainability. 

Not For Profit Experience 

Established in 1912, the Commonwealth Bank has been providing financial services for almost a century.  We 
have extensive experience in structuring banking and wealth management solutions for Not For Profit 
organisations, corporations and high-net-worth investors. Commonwealth Financial Planning has drawn on 
this experience to recommend a long-term strategy tailored to the key requirements of APNIC.   

     
  

http://www.commbank.com.au/sustainability
http://www.colonialfirststate.com.au/
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Credentials 

The CBA’s experience in offering unique solutions to clients has been recognised by both industry participants 
and investors through numerous prestigious awards and credentials.   
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Experience In Investment Management 

Business Wealth Management is a division of Commonwealth Financial Planning specialising in the business, 
high net worth and Not For Profit Clients.  We offer a range of services including advice on succession 
planning, corporate superannuation, personal risk management, portfolio construction and retirement planning 
including self-managed super funds.   

Our Not For Profit Investment Advisory Services entail: 

 Investment Policy development; 
 Strategic asset allocation and investment product selection; and 
 Ongoing portfolio management. 

Business Wealth Management advisers are representatives of Commonwealth Financial Planning Limited.  
Commonwealth Financial Planning has been providing financial advice to Australians for more than two 
decades.  As one of Australia’s largest and best-resourced financial planning businesses, Commonwealth 
Financial Planning has more than 700 advisers nationwide and over 100 support staff giving you the 
confidence that we have the scale, resources and experience of one of Australia’s largest dealer groups 

behind us. 

 

 

                             
 
 

References 

Commonwealth Financial Planning currently provides advisory services to a number of Not For Profits that 
include: 

 McGrath Foundation 
 Asthma Foundation NSW 
 Westfund Health Insurance 

 
 “Following our decision in late 2009 to select CBA Financial Planning we have been extremely well 
looked after by the CBA team who demonstrate a very strong understanding of our needs as an 
NFP.  The transfer of existing investments and subsequent rebalancing of our portfolio was handled 
seamlessly with minimal intervention from us and well exceeded our expectations.   I feel our 
account manager keeps us very well informed and has provided significant assistance in a recent 
rework of our investment policy a key element of our overall approach to governance around our 
investments.” 

Treasurer, Asthma Foundation NSW 
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Your CBA Team   

We have assigned a Relationship and Investment Advisory Team ensuring our ongoing service promise is 
delivered. The Relationship and Advisory Team is responsible for providing APNIC with advice and ongoing 
service.  A program will be delivered to ensure we continue to meet your service and advice expectations.   

 

Relationship 
and Advisory 
Team 

 

 

 

 

 

 

 
 
 

Vanessa Nolan-Woods     
General Manager  
Education & Not For Profits 
Corporate Financial Services 
Commonwealth Bank 
 
 
 
David Tagg 
Head of Wholesale  Investments 
Business Wealth Management 
Commonwealth Financial Planning 
 
 
 
 
Craig Moore 
Executive Manager 
Business Wealth Management QLD 
Commonwealth Bank 
 
 
 
Kym O’Brien 
Senior Business Financial Planner  
Business Wealth Management 
Commonwealth Financial Planning 
 
 
Scott McKay 
Sales Specialist 
Transactional Banking QLD 
Corporate Financial Services 
Commonwealth Bank 
 
 
 
Helen Ioannou 
Wholesale Investments Team Analyst 
Business Wealth Management  
Commonwealth Financial Planning 
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Proposed Lead Contact Persons, Qualifications and Experiences 

David Tagg – Head of Wholesale Investments  

David Tagg is Head of Wholesale Investments, responsible for management of the business unit nationally. 
David works with our Wholesale Advisers and their clients that include Corporations and Institutions, with a 
particular emphasis on the Not For Profit sector. 

David has worked in financial services for 23 years. Prior to his position at Commonwealth Bank David was 
Director of Institutional Business at Societe Generale Asset Management for more than 5 years. In this role 
David delivered Investment Strategies to clients covering Global Equities, International Fixed Income, Private 
Markets, Hedge Funds and Structured Products. Clients included Superannuation Funds, Government 
Bodies, Endowments and Other Fund Managers. Prior to joining Societe Generale David worked for Colonial 
First State as National Manager, Wholesale Business Development. David has qualifications in Finance and 
Applied Finance, is a Fellow of ASFA, and is presently completing a Masters of Applied Finance. David brings 
to the team extensive experience working with many of the country’s largest investors. 

Kym O’Brien - Business Financial Planner  

Kym is a Senior Business Financial Planner & Chartered Accountant with 17 years experience in the financial 
services industry. Kym specialises in Investment Advisory and Risk Management for large organisations 
including the Not for Profits sector. Kym’s qualifications include Chartered Accountants Program, Graduate 

Diploma of Applied Finance & Investments - Financial Advising Essentials, Bachelor of Business 
(Accountancy), Diploma of Superannuation Management, Certificate of Superannuation Management and 
Risk Management. 
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2. Investment Policy & Investment Management 
 

Our Not For Profit team specialise in working with Not For Profit clients and our services entail: 

 Investment Policy 

 Investment Selection 

 Ongoing Investment Advisory Service 

Investment Policy  

If our proposal is successful we will work with you to review, formulate & implement an Investment Policy for 
APNIC to assist with ongoing investment management and changes to the Investment Portfolio. This 
Investment Policy will be tailored to the requirements of APNIC and incorporate our strict Not For Profit 
investment guidelines. 

The Investment Policy is an integral document outlining the basis to make and manage all investment 
decisions for cash surpluses and reserves.  It is guided by the conservative and prudent risk appetite of our 
clients and the investment objectives as outlined by the APNIC Executive Council and Secretariat Business 
Area.  Importantly, as a Not For Profit investment fund, there is a need to manage the portfolio in a fashion 
that does not take on levels of risk that endanger the capital base. 

The Investment Policy aims to provide a process and strategy to: 

 Be consistent with and support your Business Plan (including your liquidity and cap-ex requirements); 
 Implement a Sustainability Strategy to protect and grow the asset base of your investment reserves;  
 Implement a sound decision making process for the Executive Council & Secretariat Business Area; 

and importantly 
 Demonstrate financial prudence to your Stakeholders. 
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An investment policy provides a framework for the Secretariat Business Area to follow when making 
investment decisions and articulates APNIC’s: 

 investment philosophy and strategy;  
 investment objectives and expectations; 
 appetite for risk; and 
 ongoing investment management and decision making processes. 

The following summary provides the overview of the elements that when combined support an Investment 
Policy. 

 
 

By having a formally documented Investment Policy that sets guidelines on investment growth and 
management, it provides formal recognition to the due process required for investment management and 
decision making.  A sustainable strategy like this will allow the Executive Council to make investment 
decisions in a set framework that aims to grow and protect capital, demonstrating financial prudence to 
stakeholders. 

 

“The importance for an organisation of having an explicit investment policy document cannot be 
understated. It should be an extension of a statutory body’s business planning, and form the primary 
building block of an intentional investment process. An investment policy provides guidance for 
those undertaking the investment process. Without an approved investment policy, the investment 
officers may make investment decisions that may not be in accordance with the objectives, 
practices or risk appetite intended by the organisation.” 
 

Queensland Government Treasury “Investment Policy Guidelines for Statutory Bodies” December 2007 
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Investment Selection 

Once the Investment Policy is established we can proceed to implement the funds to meet the objectives of 
APNIC.  

We have a conservative Investment approach for our Not For Profit clients with a focus on: 

1. Investment Policy. 
2. Risk management process. 
3. Fundamental research. 
4. Diversification and Capital preservation. 
5. Long term investment principles of buying and holding quality assets. 

 

Investment Research Resources 

In the Wholesale Investments Team we draw on the full capability of the Commonwealth Bank Group. We 
have access to research capability from the following: 

 Commonwealth Bank of Australia 

 Colonial First State Investments Limited 

 Commonwealth Securities Limited (CommSec) 

 Morningstar 

 Aegis 

Our business partners include: 

 
 

 

 
  

http://www.colonialfirststate.com.au/
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You have requested that we provide advice on APNIC’s investment activities.  For the purposes of the 
recommendations made in this document, Commonwealth Financial Planning has classified APNIC as a 
Wholesale Client as defined under section 761G of the Corporations Act 2001.  If you consider that this 
classification is incorrect, you should not implement any recommendations without first speaking with Kym 
O’Brien.   

This section contains two types of advice:  general advice about strategies and products; and personal advice 
about asset allocation for your nominated investment reserves.  Only the personal advice has been based on 
the information you have supplied in our meeting on the 17 September 2012. 

This section contains information on a notional portfolio and has been based on the information provided from 
our last meeting. This specifically relates to the investments in accordance with the listed investment 
objectives: 
 
APNIC’s Objectives & Reserves 

Our recommendations have been designed to cover APNIC’s financial objectives for the Investment Reserve 
as follows: 

- Long term investment reserve of $11m to provide an attractive, stable income stream coupled 
with nominal levels of capital growth and price volatility to build an endowment. 

We recommend that the APNIC create 1 reserve pool to meet its objectives.  The table below sets out our 
recommendations. 

Entity Category / 

Reserve 

Investment Objectives Amount ($) 

APNIC Long Term 
Investment 
Reserve 

- This reserve is to be held to generate income and capital growth 
for APNIC to build an endowment. 

- The investment reserve is intended to deliver medium term 
growth and will accrue any surplus income. 

- Funds in this reserve will be held in medium term investments 
while maintaining direct access and liquidity. 

$11M 
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Strategic Asset Allocation 

 

The table below contains our proposed Strategic Asset Allocation for the reserve pools we recommend. 
Please note that minor variations between the target asset allocation and the actual asset allocation in the 
recommended portfolio can occur.  These variances may be due to strategic bias on a specific sector or 
region or an investment manager’s need to hold cash in their funds to meet liquidity requirements or to fund 
future investment opportunities.  If you choose to use our investment advisory services we will clearly explain 
any variances and how these may impact on your portfolios’ performance. 

Long Term Investment Reserve  

Given the current market conditions, the Investment Reserve will target a medium term, defensive and income 
focused portfolio in order to provide a sustainable strategy for APNIC.  This reserve has been designed to 
provide a stable income stream with low levels of volatility in the capital value. An appropriate investment time 
horizon is a minimum of 3 years.  

The Strategic Asset Allocation has been designed for the medium term with the predominant allocation to 
cash and fixed income funds which invest in bonds.  This provides diversification, mitigates reinvestment risk 
with active management and staggered maturities, with the added benefit of liquidity in the portfolio.  The 
funds we have been considering for clients range from AA+ to AAA rated, which is arguably higher than what 
is available in the term deposit space. 

We have also recommended a small allocation (20% of the Investment Reserve) to growth investments in 
Australian equities, global listed infrastructure and global property.  By introducing a defensive equity income 
position as well as property and infrastructure, we incorporate the ability to tap into long term inflation hedged 
income which will become increasingly important in the coming years.   

The proposed Strategic Asset Allocation outlined in the below table was developed based on the APNIC’s 

financial needs and objectives for this reserve.   
Asset Class Strategic Asset 

Allocation (%) 

Cash 

Benchmark(s): UBS Bank Bills Index 

30% 

Fixed Interest 

Benchmark(s):  Australian Fixed Interest  - UBS Australian Composite Bond Index All 

Maturities, International Fixed Interest – Barcap Global Aggregate Index Hedged $A 

50% 

Australian Equities 

Benchmark(s): S&P/ASX 200 Accumulation Index (Direct Equities S&P/ASX 200 Index) 

9% 

International Equities 

Benchmark(s): MSCI World ex Aust Index $A 

3.5% 

Property & Infrastructure 

Benchmark(s): Australian Property – S&P/ASX 200 A-REIT Accumulation Index,  

International Property – UBS Global Real Estate Investors Index $A  

7.5% 

Total 100% 
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The Proposed Portfolio Characteristics 
 
We expect that the proposed portfolio characteristics would lie in between the characteristics of a Defensive 
Risk Profile and a Conservative Risk Profile.  

Both of these characteristics have been outlined below for your information. 

 

Defensive Risk Portfolio Characteristics 

 
This information is based on historical asset class benchmark performance since 1 January 1990 to 31 
December 2011. Expect there to be 90% probability that the portfolio’s returns will be within a range of 0.30% 

to 11.1% p.a. The largest drawdown experienced by this portfolio, from peak to trough, was 4.1%. 
 

Conservative Risk Portfolio Characteristics 

 

This information is based on historical asset class benchmark performance since 1 January 1990 to 31 
December 2011. Expect there to be 90% probability that the portfolio’s returns will be within a range of -1.1% 
to 14.1% p.a. The largest drawdown experienced by this portfolio, from peak to trough, was 10.2%. 
 

Approach to Responsible Investing 

We seek to integrate a consideration of Environmental Social and Governance (ESG) issues into every 
investment process across the organisation. Testament to this is the fact that Colonial First State Global Asset 
Management (GAM) business has been a signatory to the United Nations Principles for Responsible 
Investment (UN PRI) since March 2007. 
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Investment Options 

Within the reserve for APNIC we recommend exposure to a diversified pool of assets and can introduce 
bespoke investment products tailored to our Not For Profit clients.  Our investment capability is detailed 
below. 

Defensive Assets - Term Deposits & Fixed Interest 

Fixed-interest investments, such as bonds, term deposits, and managed funds are often seen as a purely 
defensive asset – but when carefully selected, they can also generate real returns.  

Term Deposits – We can assist you select an appropriate range of competitive Term Deposits options over a 
range of terms on the FirstWrap platform.  To illustrate our capabilities with regards to Term Deposits, please 
find below a sample of Term Deposit products available.  Rates for these products as at 09 October 2012 are 
as follows.  Please note that these are indicative and subject to daily change. 

Duration 
of Term Deposit 

CommInvest 
Term Deposit 

Adelaide Bank 
Term Deposit 

National 
Australia Bank 
Term Deposit 

St George 
Term Deposit 

BankWest 
Term Deposit 

ANZ 
Term Deposit 

1 Month 3.95% 4.00% 3.60% 4.20% n/a n/a 

2 Months 4.00% 4.25% 3.95% 4.40% n/a n/a 

3 Months 4.60% 4.55% 4.50% 4.50% 4.75% 4.50% 

4 Months 4.05% 4.30% 4.46% n/a n/a n/a 

5 Months 4.05% n/a 4.46% n/a n/a n/a 

6 Months 4.60% 4.65% 4.55% 4.70% 4.60% 4.50% 

7 Months 4.10% n/a 4.53% n/a n/a n/a 

8 Months 4.10% n/a n/a n/a n/a n/a 

9 Months 4.15% n/a 4.50% 4.55% n/a 4.50% 

10 Months 4.15% n/a n/a n/a n/a n/a 

11 Months 4.15% n/a n/a n/a n/a n/a 

12 Months 4.60% 4.65% 4.55% 4.55% 4.00% 4.50% 

2 Years 4.40% 4.70% 4.55% 4.70% n/a 4.30% 

3 Years 4.95% 4.75% 4.60% 4.75% n/a 4.45% 

Different rates may apply for amounts over $1M for CommInvest and Adelaide Bank, $5M for National Australia Bank and $2M 
for BankWest. 
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Fund Managers 

Commonwealth Financial Planning works with our research partners to arrive at an Approved Products List 
which contains more than 250 investment options. From this list your advisory team will select funds to meet 
with the objectives stated in your Investment Policy. Both qualitative and quantitative factors are used in 
approving funds for the list including: 

 External Research ratings 
 Stability of business model and quality / experience of the management team 
 Liquidity of the investment (pricing frequency) 
 Length of track record and investment performance 
 ESG criteria 
 Size of fund(s) 
 Fees and tax effectiveness 
 Asset class / sub asset class 
 Style, market cap, geographic and sector biases 

 
From the Approved Products your advisory team will then take account of the APNIC’s investment objectives 
in constructing a portfolio. We design portfolios to achieve adequate diversification and minimise bias to any 
one management style. We also take account of currency risk, cost and tax efficiency and geographic and 
sector exposures of fund managers. 
 
Commonwealth Financial Planning has access to over 40 fixed interest managed funds with both domestic 
and international exposure that we can recommend to you. Outlined below are a sample of the funds 
available. 
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Example Investment Descriptions 

Cash & Fixed Interest 

 
Asset Class Fund Manager Description 

Cash & Fixed 

Interest 

CFS Wholesale Cash Fund The objective of the fund is to provide a regular income stream from 
investment in money market securities with a very low risk of capital 
loss. The fund typically invests in high quality money market 
securities with predominantly short terms to maturity to achieve a 
stable income stream. 

EQT PIMCO Global Bond Fund 
(Hedged) 

 

This fund looks to generate the highest total return by investing in a 
mixture of government, corporate, mortgage, high-yield, and 
emerging-markets securities while keeping volatility at a similar level 
to that of the benchmark (Barclays Capital Global Aggregate Bond 
Index hedged A$).  The manager adds value from a combination of 
top-down strategies (such as duration, country allocation, and yield-
curve and sector rotation), and bottom-up security selection.  The 
fund is fully hedged into Australian dollars. 

Aberdeen Australian Fixed 
Income 

The option will be generally invested in Australia dollar denominated 
Commonwealth, semi-government, asset-backed securities and 
corporate bonds, as well as interest rate and credit derivatives. The 
manager’s investment approach is designed to provide investors 

with exposure to a well-diversified portfolio of preferred securities 
selected form the universe of debt traded in the fixed income 
marketplace. 

Macquarie Income Opportunities The fund’s objective is to generate income by investing in the full 
spectrum of domestic credit based securities, with the potential to 
invest in global credit-based securities. The option aims to provide 
higher income returns than traditional cash investments and has 
some volatility over the short time periods. 

Colonial First State Wholesale - 
Diversified Fixed Interest Fund 

The fund invests in a highly diversified portfolio of Australian and 
international fixed-interest and floating-rate securities. They will take 
a top-down approach applying their "value for risk" investment 
philosophy in managing the fund's duration limit, yield curve and 
country and sector allocations. Colonial First State (CFS) might not 
necessarily hold each security to maturity as the manager does not 
employ a "buy and hold" philosophy. Beta exposure to the 
underlying subsectors is gained through other Colonial First State 
Global Asset Management (CFS GAM) fixed-interest and credit 
funds. 
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Tyndall Australian Bond To provide investors with fixed interest returns from Australian bond 
investments with an aim to outperform benchmark returns over any 
rolling three-year period. The Tyndall Australian Bond Fund is a 
managed investment scheme that invests primarily in Australian 
high quality investment grade fixed interest. The focus of the Fund is 
to hold and actively manage exposures in investment grade 
Australian bonds, taking advantage of interest rate movements and 
the pricing of liquidity and credit risk in the fixed income market. The 
Fund's portfolio is comprised of high quality investment grade 
securities. 

CFS Global Credit Fund To provide income-based returns which exceed, over the medium term 
and before fees, the return available from cash by investing in a 
diversified portfolio of higher yielding Australian and international fixed 
interest investments. The option invests in a portfolio of predominantly 
global corporate debt investments. The option's strategy is to earn an 
income return from its investments, controlling risk through careful 
selection and monitoring, combined with broad diversification. The 
increased credit risk of corporate debt means that these investments 
have the potential to deliver higher returns over the medium term 
compared to cash. The option uses derivatives to manage interest rate 
sensitivity and credit risk, and to hedge currency risk. 
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Growth Assets – Property, Infrastructure, Australian and Global Equities 

Through a comprehensive range of managed funds and exchange-traded funds, we can assist you in gaining 
exposure to a diversified pool of assets, including high-growth sectors and international markets, which may 
otherwise be difficult to access.  Through Colonial First State and our global partners we provide access to 
some of Australia’s highest-rated and best-performing funds.   

Funds – Commonwealth Financial Planning has access to over 130 managed funds accessing both domestic 
and international markets that we can recommend.  The following list of funds provides a sample of the quality 
managers available 

.Asset Class Fund Manager Description 

Australian  

Equities 

Zurich Investment Equity Income The Fund aims to provide investors with regular income and some 
capital growth from the Australian share market. The Fund invests in 
a range of securities listed on the Australian Securities Exchange 
that are expected to deliver a regular income stream. The Fund 
maintains a portfolio of bought and sold options over shares and 
equity index futures in order to deliver additional income and reduce 
investment risk. 

Perennial Value Shares 

 

The Trust invests in a range of companies listed (or soon to be 
listed) on the ASX which Perennial Value, the investment manager, 
believes have sustainable operations and whose share prices offer 
good value. The objective of the Fund is to grow the value of your 
investment over the long term via a combination of capital growth 
and tax effective income, by investing in a diversified portfolio of 
Australian shares, and to provide a total return (after fees) that 
exceeds the S&P/ASX 300 Accumulation Index measured on a 
rolling three-year basis. 

Ausbil Emerging Leaders To provide long-term growth by investing in both mid and small-cap 
stocks which possess potential for superior growth. The option 
invests to obtain a wide range of assets consisting of listed 
Australian Equities. The securities are primarily chosen from the 
S&P/ASX 300 Index, but generally exclude securities from the 
S&P/ASX 50 Leaders Index. The option invests in both mid and 
small cap stocks which possess potential for superior growth. 

CFS Australian Equity Income 
Fund 

The Fund’s strategy is to focus on income generation by investing in 

Australian shares and hybrid securities. The option uses derivatives 
to generate additional income and adjust the risk and return 
characteristics of the portfolio and individual holdings. In the 
selection of Australian shares, the Fund Manager utilises the Core 
Equity investment process. On occasion, the Fund Manager may 
opportunistically short sell securities and predominantly invests in 
Australian dollar denominated securities and therefore does not 
hedge currency risk. 

Schroder Australian Equity Fund To outperform the S&P/ASX 200 Accumulation Index over the 
medium to long term. The core of Schroders' investment philosophy 
is that corporate value creation, or the ability to generate returns on 
capital higher than the cost of capital, leads to sustainable share 
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price out performance in the long term. The ability to generate 
superior returns is a function of industry dynamics and company 
competitive advantage. 

International 

Equities 

Magellan Wholesale Global The primary objectives of the Fund are to achieve attractive risk-
adjusted returns over the medium to long-term, while reducing the 
risk of permanent capital loss. The Fund primarily invests in the 
securities of companies listed on stock exchanges around the world, 
but will also have some exposure to cash. The Fund can use foreign 
exchange contracts to facilitate settlement of stock purchases and to 
mitigate currency risk on specific investments within the portfolio. It is 
not our intention to hedge the foreign currency exposure of the Fund 
arising from investments in overseas markets. 

Realindex RAFI Global Share 
Hedged 

The Realindex RAFI Global Share Hedged option applies the 
enhanced Research Affiliates Fundamental Index (RAFI) 
methodology to global shares. The strategy selects and weights 
companies according to their economic footprint as opposed to 
market capitalisation as defined by fundamental measures of 
company size (sales, cash flow, book value and dividends). This 
fundamental indexing approach typically results in the funds 
exhibiting a mild ‘value’ bias relative to a market cap weighted index 

and they are therefore expected to outperform during ‘down’ markets 

and underperform in the later stages of a ‘bull’ market. The portfolio 

is further enhanced by applying additional factors such as quality of 
earnings and debt coverage. This option aims to hedge currency 
risk. The passive nature of these strategies provides investors with a 
low cost, low turnover entry point to the respective asset classes. 

CFS Generation Global Share 

 

Generation is an active, bottom-up, global equity manager that 
incorporates “sustainability” criteria in its investment process. 

Generation’s philosophy embodies the principles of "sustainable 

investing", which rests on the belief that economic, health, 
environmental, social and governance factors all affect a company's 
long term competitive advantage and its ability to grow profitably. 
Stock selection is primarily driven by Generation's proprietary 
"Industry Road Maps", which are detailed, thematic research 
documents, highlighting long-term strategic trends in key industries. 

MFS Global Equity Trust To seek capital appreciation over the longer term by investing in a 
diversified portfolio of global shares (unhedged). The fund invests in 
all types of common stocks and equivalents of international and 
domestic issuers. 

Property & 

Infrastructure 

 

AMP Global Property Securities 

 

To provide total returns (income and capital growth) after costs and 
before tax, above the Fund's performance benchmark on a rolling 3 
year basis. The Fund invests primarily in Real Estate Investment 
Trusts (REITs) and property securities companies listed on share 
markets around the world. The Fund may hold up to 10% in cash. 
Where it is consistent with the Fund's investment objectives, the 
Fund may also invest in other financial products such as managed 
funds and securities. 
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RARE Infrastructure Value Fund 

 

The fund seeks to deliver investors a broadly diversified exposure to 
global infrastructure investments.  A bottom-up, research-driven 
approach to stock selection is used which represents about 80% of 
the investment process.  The remaining 20% represents top-down 
macro inputs.  The investment approach can broadly be described 
as value-based.  Long-term, fundamental analysis is used to identify 
attractively priced investment opportunities using a discounted cash 
flow methodology.  Currency exposures are fully hedged. 

Macquarie Infrastructure Securities The Fund seeks to provide a return comprising both income and 
capital growth by investing in a portfolio of global infrastructure 
securities. The Fund aims to outperform the Macquarie Global 
Infrastructure Total Return Index ($A Hedged) over the medium to 
long-term. The Fund hedges its foreign currency exposure to $A and 
can borrow up to 20% of the gross asset value of the Fund. The 
suggested investment timeframe is at least five years. The Fund can 
invest in globally listed or expected to be listed infrastructure 
securities issued by entities that have as their primary focus (in 
terms of income and/or assets) the management, ownership and/or 
operation of infrastructure and utilities assets. 

CFS Global Listed Infrastructure 
Securities 

This option aims to deliver capital growth and inflation-protected 
income by investing in a globally diversified portfolio of listed 
infrastructure and infrastructure-related securities. The option’s 

strategy is based on an active, bottom-up security selection process 
that aims to exploit market inefficiencies, utilising fundamental, 
qualitative and valuation analysis. The option then looks to integrate 
this stock selection with risk managed portfolio construction. This 
option invests in infrastructure and infrastructure-related companies. 
The assets held by these companies typically have high barriers to 
entry, strong pricing power, sustainable growth and predictable cash 
flow. This option targets companies with robust business models and 
strong management execution. This option aims to hedge its 
currency exposure. 
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Other Investment Opportunities 

 

Capital Guaranteed Investment 

We often find after working with our clients that reserves build and they have an interest in diversifying to 
other investment options.  At that time and if appropriate to your Investment Policy, we can demonstrate our 
broader Investment capability. 

With cash rates currently in decline, we have worked with our Institutional Banking & Markets team to design 
a tailored investment for Wholesale clients. This was a 5 year CBA Capital Guaranteed investment and given 
the term, it therefore only appropriate to smaller sums of investment.  As an indication this provided a fixed 
coupon of 5% p.a for 2 years, thereafter a floating rate of approximately 120bps above BBSW.   

Another similar investment was recently provided to a client seeking equity like returns without the downside 
risk.  We structured another CBA Capital Guaranteed Investment with a 5 year term that had a fixed interest 
amount of 3.75% per annum, plus the potential to receive an additional Contingent Interest Amount providing 
total interest of up to a cap of 9% pa.  This was dependent on the performance of a basket of ASX Equities.  
Of importance for our client, this investment was issued by the Bank’s Domestic Debt Program and ranked as 

Senior Debt.  Whilst this is not as high as a standard Deposit ranking, is above Subordinated Debt and Equity 
and could be classed as a Deposit from an accounting perspective. 

 
These are examples of the types of investments and services we provide to our conservative client base. 
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Listed Securities  

Through insights and trading tools from CommSec’s highly-regarded equities team, we can construct listed 
securities portfolios with the aim to deliver the outcomes you are looking for. We can tailor listed securities 
portfolios aimed at meeting your growth and income requirements. When building a portfolio we adopt a 
quantitative and qualitative approach to stock selection.  

To help achieve diversification, individual portfolio stock weightings will generally range between 4% and 15% 
of the total Australian Equities allocation. 

When constructing a listed securities portfolio, we would strictly adhere to My Leave’s Investment Policy.  In 
addition, we have a number of rules that companies need to meet in order to be selected into the portfolio for 
our Not For Profit clients, which are set out in the tables below.  

Risk control Detail 

Selection Criteria Consideration for the fundamentals of the underlying institution include: 

› Stocks must have a debt/equity ratio of below 50% 

› For stocks with a debt/equity ratio of between 50 - 60%, their interest cover must be between   

5 -10 times, and  

› For stocks with a debt/equity ratio of 60 - 70%, their interest cover must be between 10 - 15 

times 

› All stocks must have a minimum interest cover of 2.5 times. 

› The rationale behind this theory is that if the stocks encounter a profit downgrade/warning, they 

will have sufficient funds to cover the debt repayments 

Concentration 

Risk 
› In terms of concentration risk, to help achieve diversification, individual portfolio stock 

weightings will generally range between 4% and 15%.  

› Diversification within the different sectors cannot be more than 3x the Index Allocation and this 

is capped at 50%.  

› Exposure to an individual security, based on original cost, will not exceed 15% of the total 

Australian Equities portfolio. 
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Ongoing Investment Management via our Custodial Platform  

 
Commonwealth Financial Planning utilises Colonial First State’s FirstWrap Plus investment platform 
(FirstWrap Plus) which provides access to over 250 managed funds, all ASX-listed securities and a broad 
range of cash management options including Cash Management Trusts and a range of Term Deposits.   

FirstWrap Plus utilises an integrated web based technology (“wrap”) which allows data to be processed in an 
efficient and timely manner optimising data integrity.  A market advantage of this technology is that the system 
is always live allowing it access to the latest information, and portfolio changes can be made quickly and 
easily. 

FirstWrap Plus operates under a custodial structure where the investor retains beneficial ownership of their 
investments.  It is operated by Avanteos Investments Limited, which is ultimately a wholly owned non-
guaranteed subsidiary of the Commonwealth Bank of Australia ABN 48123123124.  
 

Features Choice 

 24/7 online access 

 Asset portability 

 Optional manual registry for external assets 

 Straight through processing 

 Comprehensive reporting: 

 Portfolio valuation reporting 

 Transaction statements 

 Asset allocation reporting 

 Performance reporting 

 Capital gains reporting 

 Annual investor statement 

 Annual audit report 

 Annual tax statement 

 Quarterly portfolio report 

 More than 250 managed funds 

 All ASX-listed shares  

 Interest rate securities 

 Exchange Traded Funds 

 Term deposits across 6 bank providers 

 Cash Management Trusts 

 Alternative investment funds 

 Structured Investments 

 Direct Bonds 
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Using FirstWrap Plus, we can also develop a complete cash management strategy to meet your liquidity and 
diversification requirements.  Central to this strategy is the FirstWrap Plus cash hub, an ‘at call’ cash 

management trust that holds investment monies until instructions to invest are actioned.  Interest on this cash 
account is calculated daily and paid monthly.   

 

 

 

 

 

 

 

As part of our platform we are able to offer APNIC and related entities the ability to run multiple accounts. 
These would be reported separately but grouped together for the purposes of pricing, delivering economies of 
scale. 
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3. Ongoing Service & Reporting 
 

The table below summarises our reporting and ongoing service for APNIC.  

 
 
 
 
 
 
 
 
 
  

Custodial Reporting › Secure online access to view the portfolio including reporting functionality 24/7; 

› Monthly Investment reports which include portfolio valuation reporting, transaction 

statements, asset allocation reporting, performance reporting and capital gains 

reporting; and 

› Annual reports will be delivered by mail and include the annual investor statement, the 

annual audit report and the annual tax statement in order to assist in calculating and 

claiming franking credits as a Not For Profit. 

Ongoing Investment 

Advisory Service 
› Maintain the investment portfolio within the required parameters of the APNIC’s 

investment policy. 

› We also commit to a quarterly review of APNIC’s investments including an annual 

Executive Council presentation. Our quarterly review will include the following: 

› Economic review and forecast; 

› Commentary on investment markets; 

› Investment review and forecast against the relevant benchmarks and APNIC’s 

investment objectives; 

› Reporting of asset allocation position relative to the benchmark and ranges and action 

required to rebalance; 

› Review of changes to the investment portfolio since last update; 

› Notification of any issues;  

› Potential changes in light of the economic and investment forecast; and 

› Compliance to APNIC’s Investment Policy. 
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4. Fees & Charges 
 

If you choose to engage our investment advisory services, the following fees and charges will apply.  

Cost Detail 

Investment Policy 

Fee 

 $9,900 (including GST). 

Wholesale Fund 

Manager Fees 

 The fees and costs charged by the fund manager or service operator for managing 

your investment and are built into the unit price of the investment.  Active managers 

typically charge fees in the range of 0.40%-1.87% per annum (including GST) subject 

to the manager selected. 

 There are no entry and exit fees on the investments but with managed funds there are 

buy/sell spreads built into the unit price of the investment. 

Brokerage Costs  A fee representing 0.55% (including GST) of the traded amount is charged by 

CommSec as brokerage on all share trades made on an investment platform.  

Ongoing Investment 

Advisory Service 

 An ongoing fee of 0.25% p.a. (including GST) is charged to you on a monthly basis.  

This includes: 

 Maintain the investment portfolio within the required parameters of the APNIC’s 

investment policy. 

We also commit to a quarterly review of APNIC’s investments including an annual Executive 

Council presentation. Our quarterly review will include the following: 

 Economic review and forecast; 

 Commentary on investment markets; 

 Investment review and forecast against the relevant benchmarks and client investment 

objectives; 

 Reporting of asset allocation position relative to the benchmark and ranges and action 

required to rebalance; 

 Review of changes to the investment portfolio since last update; 

 Notification of any issues;  

 Potential changes in light of the economic and investment forecast; and 

 Compliance to APNIC’s Investment Policy. 

 
There are no ancillary costs or any additional charges to what has been displayed above. 
Please note – The portion invested into Term deposits will neither have a Manager Fee nor a Brokerage cost. 
The portion invested into a direct equity portfolio will only incur a brokerage cost. 
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5. Compliance  
 

Statement On Compliance With Laws And Quality Process  

Risk and Compliance Management Arrangements 

Your Adviser is a representative of Commonwealth Financial Planning. As a representative of Commonwealth 
Financial Planning, your Adviser must adhere to compliance policies, internal audit reviews, ongoing 
professional development and procedures issued by Commonwealth Financial Planning. 

Advisers attend regular training sessions, seminars and market updates to ensure they are familiar with 
current legislation, changes to the investment industry and market trends.  

Summary of Relevant Authorities, Licences and Insurances 

Commonwealth Financial Planning Limited ABN 65 003 900 169 (Commonwealth Financial Planning) is the 
holder of an AFS Licence (AFS Licence No. 231139) and is responsible for the financial product advice given 
to you. Your Adviser is a representative of Commonwealth Financial Planning and provides services on its 
behalf. 

Conflicts of Interest 

We are currently unaware of any actual or potential conflicts of interest that may arise should APNIC appoint 
Commonwealth Financial Planning as its investment adviser.  Commonwealth Financial Planning has a 
dedicated internal compliance team who support advisers in achieving and maintaining high standards of 
professional conduct and services. 

Pursuant to our respective Australian Financial Service Licence, the Commonwealth Bank and 
Commonwealth Financial Planning are required to have in place arrangements for the management of 
conflicts of interest in relation to the financial services they each provide.  A core obligation under an AFS 
Licence, which also applies to each Licensee’s representatives, is to operate efficiently, honestly and fairly.  
Their conflicts of interest policies have been developed to: 

 Protect our clients; 
 Identify the potential areas of conflicts; 
 To outline the strategies used to manage potential conflicts of interest situations in our business   

activities; 
 Ensure compliance with our legal and industry obligations; 
 Promote effective decision making within our team; and to 
 Protect the reputation of our business. 

 



APNIC Executive Council 
 
Joint Meeting with the RIPE NCC Board 
 
13 May 2013 (9:00-11:00), Appian Room (2nd floor) 
 
 
Draft agenda: 

• IPv4 exhaustion and transfers updates 

• Membership growth trends 

• ITU related strategy 

• Cooperation MoU - project updates 

• AOB 

 
 
 
 
 




