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Bhutan Trust Fund for Environmental Conservation

Asset Management Committee

Terms of Reference (Adopted 27 May 2009)
The Bhutan Trust Fund for Environmental Conservation is a globally pioneering grant-making institution legally incorporated in Bhutan under Royal Charter of 1996.  The fund’s most important resource is its financial endowment, which the organisation is mandated to hold in perpetuity as a trust fund, utilizing only annual investment income for programs and operations.


In order to maintain the endowment in perpetuity and ensure fiduciary oversight, an Asset Management Committee (the “Committee”) shall be constituted under the Management Board (the “Board”).  The Committee shall be appointed by the Board, chaired by the Board Treasurer, staffed by the secretariat’s head of finance, and shall comprise of at least three other specialists selected for their personal expertise and demonstrated experience in finance and investment management.  Under the Board’s direction, the Committee is mandated to carry out the following primary fiduciary responsibilities:

1. Strive to sustain financing for program activities through annual returns from the invested endowment, while ensuring the inflation-adjusted preservation of the financial endowment;

2. Formulate a sound investment policy and investment guidelines for Board approval, periodically review the same, and recommend any changes necessary;

3. Prudently implement the above investment policy and investment guidelines, to meet the required investment return goals.
In order to implement its mandates, the Committee shall carry out the following:

(i) Observe the highest fiduciary standards, exercise due diligence, and follow best industry practices in all matters. These shall include, but not be limited to, instituting a negative-tolerance threshold to help preserve the real value of assets through time and provide a stable revenue source;

(ii) Provide advice and information to the Board and oversee prudent management of financial assets, through active and/or passive fund management, in local and/or off-shore capital markets, with the objective to generate above-benchmark returns set by the Board;

(iii) When necessary, undertake proper due diligence and recommend to the Board the hire and/or fire of custodian(s), professional fund manager(s), investment advisor(s), and/or independent consultant(s), based on competitive selection, and negotiate appropriate fees for approval by the Board;
(iv) Monitor investment performance through regular reporting, including formal quarterly and annual reports from asset manager(s) disclosing          (a) performance for the past quarter, past one year, trailing for past three years, five years and since inception against individual benchmark indices, (b) any addition(s) and withdrawal(s) of funds, and (c) current holdings, and act as appropriate;

(v) Provide a semi-annual report to the Board on portfolio performance, with clear implications on profitability;

(vi) Maintain a formal record of all major decisions. Communications on major decisions with asset managers, financial/investment advisors, consultants, and custodian must be issued in writing by the Committee chair or the Committee secretary.  The latter may issue instructions only with the Committee’s approval;

(vii) Committee deliberations and decisions that are sensitive and confidential in nature cannot be shared outside the committee nor publicly disseminated, unless legally required or approved by the Management Board;

(viii) Four-fifths of membership shall constitute quorum;

(ix) Members will receive an honorarium for meetings attended, which amount shall be approved by the Board, and may be reimbursed for travel and related expenses incurred on assignment;

(x) Non-trust fund members shall serve a three-year term, which may be renewed by the Board;

(xi) As custodians of public resources, all members of the Committee will demonstrate personal integrity, and will be liable for willful mis-management and mis-use of assets under its purview.
Approved:





Concurred:

(Lyonpo Pema Gyamtsho, PhD)


(Choiten Wangchuk)

Chairman of the Board



Treasurer of the Board








Chair, Asset Mgmt.Committee
27th of May, 2009

Spending Policy, adopted by the Board at its 23rd meeting on 27 May 2009:
“The Board, as advised by the secretariat and asset management committee, shall adopt the rolling/moving average of the endowment’s year-end market value for the past three years. This will create an operational budgeting target, and permit reinvestment of any excess revenue to hedge against inflation while continuously growing the endowment.”

