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Ambition

London CIV aims to be
the investment vehicle of choice
for Local Authority Pension Funds,
through successful collaboration
and delivery of compelling performance.
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Agenda

* London LGPS
Reasons for change
Government agenda
Our progress
Governance

Fund

Benefits
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London LGPS

* 33 London funds

e £29bn of investments™

£109m fund management costs™

250 different investment mandates

90 investment managers

33 mandate changes per year on average

* Source: DCLG, Local government pension scheme funds local authority data: 2014 1o 2015, Statistical Release
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Reasons for change

» Responding to possible merger

Proactive response to government agenda

Cross borough collaboration

Reduce cost and deliver wider benefits
BUT

Boroughs maintain sovereignty over their
pension funds!
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Government agenda - Pooling

* Asset pool(s) that achieve the benefits of
scale (6 x £25 billion)

» Strong governance and decision making

 Reduced costs and excellent value for
money

* An improved capacity to invest in
infrastructure
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Progress

« 32 boroughs participating

Firm and fund fully authorised!

— The 15t full scope AIFM in LGPS

3 sub-funds open

~£1.8 billion under management

> £1 million fund manager fee savings
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Participating Local Authorities
{investment decision makers})
Pensions Sectoral Joint Committee Investment Advisory Committee
‘Members’ L ’ ‘Officers’
{Defines requirements for the Operator and are (Provide advica & guidance on investment mandates to
sharsholdars) the Joint Committaa)

]

ACS Operator
{London LGPS CIV Ltd,)

ACS Fund

Fund Managers
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Governance

* Firm is a full scope AIFM

* Permission to operate a UK Authorised
Contractual Scheme fund (ACS)

« Boroughs are shareholders in the company

* Overall control of pension fund stays at
local level
— Boroughs set their own investment strategy
— Boroughs decide asset allocation mix
— Under advice from Consultants and Advisors
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Governance (2)

+ JC provides Member oversight and guidance
» |AC gives officer advice to Joint Committee

« Company makes final decision to appoint a
fund manager

* Non-London LGPS can invest, but need to
discuss:
— Shareholders or not
— Members of JC or not
— Level of commitment
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Guiding principles

* Investment in the ACS should be
voluntary, both entry and withdrawal.

« Boroughs choose which asset classes to
invest into, and how much.

» Borough shareholders should have
sufficient oversight over the ACS Operator.
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Guiding principles (2)

* |Investing authorities will take a
shareholding interest in the Operator.

« Shareholders will have membership of the
Pensions Joint committee.

« ACS Operator will provide regular
information to participating boroughs.

« ACS will not increase the overall
investment risk faced by boroughs.
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Fund structure

Fund is a tax transparent UK ACS
Regulated by the FCA

Umbrella structure

Sub-funds will cover all asset classes

Delegating fund management now
—in-house later if investors want it
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Borough Borough Borough Borough
1 2 3 4
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Sub-fund Sub-fund Sub-fund Sub-fund Sub-fund Sub-fund
Active DGF Passive Passive Passive Alternative
Equity Equity Equity Equity Investments

UK Dev. ex-UK EM (e.g. praperty)
FM A FM A FMB FMB FMB FMC

ACS (umbrella) Fund (simplified example)
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Fund development 2016-17

« Working with 9 Fund Managers

* 14 sub-funds

— Multi asset
— Active global equity

— Passive equity (UK, developed global ex-UK,
EM)

« > £8 billion AUM
« > £4 million pa fund manager fee savings

3 LONDON C1v

—— e

Fund development 2017 and beyond

« Working on more global active
Working with managers on fixed income
Engaging across LGPS on infrastructure

Looking at how to access property and
other real assets

Thinking about future needs post 2016
valuation — e.g. cashflow requirements
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Manager Selection

* For launch — ‘commonality’

— 2 or more boroughs, 1 manager, same or
similar mandate, quantum of assets

 BAU
— In collaboration with the IAC and boroughs
— Search, procurement and selection
— Using consulitants where appropriate

 Varied response from Managers
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Cashable benefits

* Reduced Investment Manager fees
— Up to 50% fee savings
— Potential for in-house management later

* Tax transparent
— International treaties and control of tax reclaims

* Procurement

—c. £500k from reduced searches in first 18
months
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Cashable benefits (2)

* |ower custody costs

— €. 30-40% reduction
» Securities lending opportunities

— Greater visibility and negotiating power
* FX transparency and monitoring

« Reduced brokerage costs
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Wider benefits

« Governance/shared training/shared
knowledge

More borough time to focus on strategic
issues

Reduced churn
Shared investment manager oversight
Data transparency and data access
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Wider benefits (2)

» Greater security of assets compared to
(e.g.) legacy life wrapped vehicles

« Buying power

Voting power

Access to ‘alternative’ investment
Regulatory scrutiny

Proactive response to the LGPS reform
agenda
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Thank you

Q&A
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Disclaimer

Important Information

Londan CIV

59% Southwark Strest
London

SE10AL

Issued by Landon LGPS CIV Limited, which is authorised and regulaled by the Fi ial Conduct Authority ber 710618. London CIV is the trading
name of London LGPS CIV Limited.

This matenial Is for limited distribution and Is issued by Londen CIV and no other person should rely upon the information contained within it. This
document is nol intended for distribution 10, or use by, any person or enity in any jurisdiction or country where such distribution would be unlawful
under the laws goveming the offer of unils in collective investment undertakings. Any distribution, by whalever means, of this document and relaled
matenal lo persons who are nol eligible under the relevant laws goveming the offer of units in coliective investment underiakings is strictly prohibited
Any research or Information in this document has been undertaken and may have been acted on by London CiV for s own purpase. The rasulls of
such research and information are being made available only incidentally. The data used may be derdved from vanious sources, and assumed (o be
comect and refiable, but it has nol been Independenily verilied: its accuracy or compleleness is nol guaranteed and no liabilily is assumed for any
direct or consequential losses arising from its use. The views expressed do not constilute investment or any other advice and are subject to change
and no assurances are made as 1o their accuracy

Past performance is not a guide to future perfformance. The value of investments and the income from them may go down as well as up and you may
not get back the amount you Invest. Changes in the rales of exchange between currencies may cause the value of investments to diminish or
increase. Fluctuation may be particuladly marked In the case of @ higher volatility fund and the value of an investment may fall suddenly and
substanlially, Levels and basis of taxation may change from time to ime

Subject lo the axpress requirements of any other agreement, we will nol provide nolice of any changes to our personnel, sinucture, policies, process,
abjectives or, witheul limiation, any other matier contained in this document.

Na pan of this material may be reproduced, stored in retrieval system or ransmitied In any form or by any means, electronic. mechanical, reconding or
otherwise, withoul the prior wrillen consent of London CIV.

London LGPS CIV Lid. is a private limited company, registered in England and Wales, registered number 8136445,
Registered office: 70 Gres Bridgewater Sireet, Manchester M1 SES.



