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1. Introduction

1.1 The American School in London (“The School”’) has annual income largely from tuition
fees and related income, fundraising and endowment income. This policy sets out the
School’s investment objectives and how the School intends to achieve these objectives in
compliance with Charity Commission Guidance (CC14) ‘Charities and Investment Matters:
A Guide for Trustees’ and in accordance with the powers contained in the Articles and
Memorandum of Association of the School.

1.2 The School is building up its endowment (“Endowment”), which aims to balance the
needs of current and future beneficiaries. This is a long-term investment pool of capital
that should be invested to grow at least in line with inflation to both preserve value for
future beneficiaries and generate positive returns for current operations.

1.3 The School’s policy is also to hold reserves (“Reserves”) to ensure continued financial
security and to provide for contingencies, which may include the following: the protection
against a decline in enrollment; funds for repairs and rebuilding and for future project; and
program funding. Short-term Reserves should be invested emphasizing the preservation of
capital and certainty of value.
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1.4 The School’s Board of Trustees has delegated investment decisions to the Investment
Committee. Investment management for the Endowment is delegated to an authorized
professional investment manager, regulated by the Financial Conduct Authority (FSA).

2. Investment objectives

2.1 The School seeks to produce the best financial return on its investments within an
acceptable level of risk.

2.2 The investment objective for the Endowment is to generate an annual return in sterling
of inflation (CPI) plus 4% after expenses over the long term. This should allow the School
to at least maintain the real value of assets while funding annual expenditure.

2.3 The School adopts a total return approach to investing the Endowment, generating the
investment return from income and capital gains or losses. The spending rule is that
expenditure should be an average of the returns above the preserved value of the
Endowment for the past three years. If, in any one year, the total return is insufficient to
meet the budgeted expenditure, in the long term, the preserved value of the Endowment
will still be maintained in accordance with the investment objective above.

2.4 The investment objective for the Reserves is to preserve the capital value with a
minimum level of risk. Assets should be readily available to meet unanticipated cash flow
requirements.

3. Risk

3.1 Attitude to risk

The School is reliant on tuition and related fees for its educational activities. Investment
assets are held in both the Endowment for perpetuity and in Reserves for the shorter
term.

The key risk to the Endowment is inflation, and the assets should be invested to mitigate
this risk over the long term. The trustees understand that this is likely to mean that
investments will be concentrated in financial assets other than money and that the capital
value will fluctuate.

The designated reserves are held to provide financial security and may be required at
short notice. As such, tolerance for capital volatility is low. Investment should focus on
preserving capital primarily and generating returns only secondarily. The Debt Repayment
Reserve and the Applied Returns Investment Reserve are exceptions and these funds
may be invested in financial assets other than cash, which should be reviewed annually to
ensure that sufficient funds will be available on due payment dates.

3.2 Assets

3.2.1 The School's Endowment assets can be invested widely and should be diversified by
asset class, by manager and by security. Asset classes could include cash, bonds,
equities, property, hedge funds, private equity, commodities and any other asset that is
deemed suitable for the School. The Investment Committee is charged with agreeing a
suitable asset allocation strategy for the Endowment with the investment manager.
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3.2.2 The combined Endowment portfolio and any separate short-term investments must
hold a minimum of 30% liquid assets, where liquid assets are defined as those from which
cash can be received within three working days. llliquid assets should not exceed 40%,
where these are defined as assets that cannot be liquidated for cash within three months.

3.3 Currency

The base currency of the Endowment investment portfolio is sterling. Within the
Endowment, investment may be made in non-sterling assets. Hedging is required for
non-sterling assets to a minimum 60% net sterling exposure for the full permanent
endowment portfolio. Hedging for catastrophic adverse changes in Fx rates should be
undertaken for the balance of the portfolio. All Reserves should be held in sterling.

3.4 Counterparty credit requirements

The School’s cash balances should be deposited with institutions with a minimum Fitch,
Standard & Poor’s or Moody’s rating of A- or invested in a diversified money market fund
approved by the Investment Committee or invested in a sterling short-duration credit fund,
approved by the Investment Committee. Deposits should be spread by counterparty,
subject to a maximum exposure of 30% of the total cash balance per institution.

4. Liquidity requirements

4.1 Income from the Endowment will be used to fund the School's activities. An annual
income target will be agreed with the investment manager on an annual basis, to enable
effective budgeting.

4.2 Owing to the nature of the Reserves, the Board wishes to keep at least 90% of the
Reserves, except the Debt Repayment Reserve and the Applied Returns Investment
Reserve.

5. Time horizon

5.1 The School has divided its Reserves into those expected to be held for a long term
time horizon and those that may be needed in the short term.

5.2 The Permanent Endowment is expected to exist in perpetuity and investments should
be managed for the long term to meet the investment objective and ensure sustainability.

5.3 The short-term Reserves are held to provide financial security, and may be required at
short notice. As such capital volatility cannot be tolerated and investment of these assets
should be focused on preservation of capital while minimizing any volatility of returns.

6. Environmental and socially responsible investment and corporate governance

6.1 The purpose of this policy is to define the approach taken by the Investment
Committee and the firm of advisors employed by the School to responsible investment.
Specifically, this policy provides an overview of how environmental, social, and corporate
governance (“ESG”) factors are integrated into investment decision-making.

6.2 The School believes that the consideration of ESG factors forms part of the
assessment of long-term financial risks and opportunities and is therefore consistent with
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the Investment Committee’s fiduciary duties and the objective of achieving sustainable
long-term investment returns.

6.3 The School seeks to make investments that are not at odds with the School’s values.
Categories of exclusion that fall within the definition of activities that are contrary to the
School’s values are: tobacco; cannabis; manufacturers of handguns and controversial
weapons, including cluster munitions, anti-personnel landmines and assault rifles; and
pornography. The School will not invest directly in any of these sectors and will monitor its
investment portfolio’s look-through exposure to these sectors arising from its commingled
fund investments.

6.4 The School is most commonly an indirect investor in commingled fund vehicles;
therefore, there is limited ability to exert discretion over underlying companies within the
portfolio. Accordingly, for practical purposes, the Responsible Investment Policy is
implemented on a best-efforts basis, where issues are considered based on materiality
thresholds rather than definitive exclusions being applied in all circumstances.

6.5 Look-through exposure to the directly excluded categories is regularly monitored and
will be assessed as a material position in the School endowment if an investment totals at
least (i) 0.2% of the endowment, if a single security, or (ii) 1% of the endowment, if a group
of securities in a sector. If material exposure to an excluded category arises, the
Investment Committee will deliberate whether action should be taken to mitigate or
eliminate the exposure.

6.6 In deliberating a divestment decision from a commingled fund, the Investment
Committee will take a considered position on the exposure. Consideration will be given to
whether there are positively aligned or impactful investments in the commingled fund
alongside the problematic investment. The Committee will also consider whether the
problematic exposure is a core position within the investment manager’s mandate, or an
ancillary or trading position that is not expected to persist.

6.7 In addition to exclusions and monitoring, the School expects its advisors and
underlying investment managers to integrate ESG considerations into their investment
processes and to exercise appropriate stewardship of assets, including the consideration
of corporate governance standards, proxy voting and engagement with investee
companies where applicable.

6.8 In terms of broader commitments, the School’s advisor is a signatory to the United
Nations Principles for Responsible Investment (UN PRI) and a member of the Institutional
Investors Group on Climate Change (IIGCC).

7. Management, reporting and monitoring

7.1 The School has appointed a professional investment management firm to manage the
assets on a discretionary basis, in line with this investment policy. The School has
nominated a list of authorized signatories, two of which are required to sign instructions to
the investment manager.

7.2 The manager will provide the following information on a quarterly basis: valuation of
investments, transaction report, cash reconciliation, performance analysis and
commentary
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7.4 Performance of the long-term Reserves will be measured against inflation and agreed
market indices. The return of the medium-term Reserves will be monitored against
benchmark cash rates. The level of capital volatility will be monitored to ensure the risk
profile remains appropriate for the School.

7.5 The Investment Committee will report on the Endowment performance quarterly but no
less than semi-annually.

8. Approval and review

8.1 This Investment Policy was prepared by the Investment Committee and approved by
the Board of Trustees. It will be reviewed by the committee on an annual basis to ensure
continuing appropriateness.

9. Strategy implementation

9.1 Responsibilities of the Board
The primary responsibilities of the Board are:

(i) To appoint and/or retire the chair of the Investment Committee
(i) To appoint and or/retire the investment manager on the advice of the Investment
Committee

9.2 Responsibilities of the chair of the Investment Committee
The primary responsibilities of the chair of the Investment Committee are:

(1) To work with the Board to appoint and/or retire members of the Investment
Committee

(i) To set meeting dates for the Investment Committee no fewer than four times a
year

(iif)  To chair and moderate Investment Committee meetings, and to review
investment actions

(iv)  Torecommend changes of the investment manager to the Board.

9.3 Responsibilities of the Investment Committee

The primary responsibilities of the Investment Committee are to ensure that the
management of the portfolio, both overall and within each asset class, is carried out
effectively and that the results obtained are consistent with the overall investment strategy
and objectives. More specifically, the Investment Committee’s primary responsibilities
include the following:

(i) To review and approve the overall investment strategy each year

(i) To set and review portfolio risk and return targets

(iii)  To set and review the long-term strategic asset allocation target on an annual
basis, or more frequently as necessary

(iv)  To set and review minimum and maximum ranges for the strategic asset
allocation within which the investment manager can implement tactical asset
allocation decisions
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(vi)
(vii)
(viii)
(ix)
(x)

To set and review appropriate indices against which asset class and portfolio
performance can be benchmarked, on an annual basis, or more frequently as
necessary

To set and review an appropriate currency policy for the portfolio

To provide input into asset manager selection decisions, although responsibility
for asset manager selection and deselection will reside with the investment
manager

To review annually the portfolio’s liquidity profile and the total fee burden arising
from the management of the Endowment

To review and evaluate performance on an ongoing basis, and to meet regularly
with the investment manager to input on any other matters as necessary

To recommend the appropriate draw on Endowment to fund the School’s
operations for the following fiscal year.
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