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EXEMPT AND NOT FOR PUBLICATION- Appendix 1 
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Paragraph 3 of Schedule 12A of the Local Government Act 1972 namely: “Information relating to the financial 
or business affairs of any particular person (including the authority holding that information)” 
 
 
 
 
 
 

 
SUBJECT: Allianz Transfer of Assets  to the London CIV 
 
 

1. Synopsis 
 

1.1 The report informs the committee of  the intended launch of the London CIV with 9 sub funds and 
discusses the proposal to transfer our current mandate with Allianz to the Allianz CIV sub fund 
platform 

1.2 Appendix 1- a cost and benefit analyses is attached as private and confidential 
 

2. Recommendations 
 

2.1 To consider the CIV proposal to be part of launch –Phase 1 
2.2 To agree the transfer of our current Allianz equity portfolio to the  London CIV platform by December 

2015  
Or 
Agree to transfer our appropriate assets to the  other  sub funds when launched in 2016 

  

3. Background 
 

3.1 Setting up of the London CIV Fund 
Islington  is one of 31 London local authorities who have become active participants in the CIV 
programme and have each contributed £50,000 to the designated fund with a further £25,000 for the 
2015-16 financial year to be invoiced shortly. The CIV has been constructed as a FCA regulated UK 
Authorised Contractual Scheme (ACS).  The ACS is composed of two parts: the Operator and the 
Fund.    



3.1.1 Progress to Date  
A limited liability company (London LGPS CIV Ltd) has been established, with each participating 
borough holding a nominal £1 share. The company is based in London Councils’ building in 
Southwark Street. A branding exercise has taken place and the decision was taken to brand the 
company as ‘London CIV.’  

3.1.2 The interim board of the company, which has been in place since the autumn of 2014, is shortly to be 
replaced by a full time board made up of three Non-Executive Directors and the three Executive 
Directors of the company which include the Chief Executive (CEO), the Chief Operating Officer (COO) 
and the Investment Oversight Director (IOD). Hugh Grover (previously Programme Director of the CIV 
for London Councils) was appointed CEO before the summer and the positions of COO and IOD were 
both filled during the last month. 

3.1.3 The company has procured a number of specialist advisors to help not only with the establishment of 
the ACS (both Operator and Fund) but also with the day to day running of the company for its first few 
years of trading. Northern Trust were appointed as the Asset Servicer to the ACS (fulfilling custody, 
depositary and transfer agency roles) in December 2014. Eversheds and Deloitte were both appointed 
in the Spring of 2014 to help establish the vehicle from both a legal and tax perspective. 
 

3.1.4 As an FCA authorised entity, both the Operator and the Fund are required to go through the FCA 
authorisation process. The Operator application for authorisation went to the FCA in July and the Fund 
application is planned to be submitted in September. Subject to the FCA’s timeline London CIV aim to 
have the ACS authorised by the beginning of November. 
 

3.2 Launching of the CIV 
It was noted that a pragmatic starting point was to analyse which Investment Managers (IM) boroughs 
were currently invested through, to look for commonality (i.e. more than one borough invested with the 
same IM in a largely similar mandate), and to discuss with boroughs and IMs which of these ‘common’ 
mandates would be most appropriate to transition to the ACS fund for launch. Each mandate would 
become a separate, ring-fenced, sub-fund within the overall ACS fund. Boroughs would be able to 
move from one sub-fund to another relatively easily, but ring-fencing would prevent cross 
contamination between sub-funds.   
 

3.2.1 Further discussions have been held with managers, focussing specifically on what would be 
achievable for launch, taking into account timing and transition complexities. Four managers have now 
been identified as offering potential opportunities for the launch of the CIV. These managers would 
provide the CIV with 9 sub-funds, covering just over £6bn of Borough assets and providing early 
opportunity to 20 boroughs. The sub-funds will consist of 6 ‘passive’ equity sub-funds covering £4.2bn 
of assets, 2 Active Global Equity mandates covering £1.6bn and 1 Diversified Growth (or multi-asset) 
Fund covering just over £300m. Those boroughs that do not have an exact match across for launch 
are able to invest in these sub-funds from the outset at the reduced AMC rate that the CIV has 
negotiated with managers. 
 

3.2.2  
The Sub Fund identified are 

 
3.3 The Phase 1 launch is with Allianz our global equity manager and Ealing and Wandsworth are the 2 

other boroughs who hold a similar mandate. The benefits of transfer include a reduction in basic fees 
and possible tax benefits because of the vehicle used. A comparison of the CIV proposal and our 
current mandate is attached as Appendix 1 (private and confidential) 

 
3.4 Current Allianz mandate and performance 

The current mandate AllianzGI (formerly known as RCM) is the fund’s global equity manager with a 

Manager LGIM LGIM LGIM Blackrock Blackrock Blackrock Baillie Gifford Baillie Gifford Allianz Total

Sub Fund(s)

World Devel. ex UK UK Equity Index

World Emerging 

Markets Eq 

Index

World Devel. ex 

UK
UK Equity Index

World Emerging 

Markets Eq 

Index

Global Alpha Fund
Diversified 

Growth Fund

Global Equity 

High Alpha
9

AUM

£1,372,958,854 £1,024,597,553 £168,189,926 £937,417,764 £571,324,102 £155,341,753 £1,113,921,440 £319,823,905 £525,004,960 £6,188,580,257



mandate to outperform the FTSE All World Index Benchmark by 3% per annum, gross of fees, 
measured over a 3-year rolling period from 8 June 2011.  
The performance to September net of fees is as follows compared to benchmark 

Period 1yr 3yr 5yr 

Performance 
 

3.43% 10.39% 9.79% 

Benchmark-FTSE ALL 
World 

0.58 9.95% 8.22% 

The outperformance since inception is -0.9% after fees. 
 

3.5 The Whole Fund Strategy 
The Islington Fund agreed interim and final strategy is shown in the table below 

Asset Allocation Current % Final % 

In-House Passive Equity - UK 24 20 

Active Global equity 19 0 
Frontier / Emerging Market 7 6 
Diversified Growth Fund (DGF)  10 10 
External Passive Equity ex-UK  0 20 
Private Equity  4 4 
Property - high risk 
 
 Property low risk 

9 
 
5 

10 
 
5 

Fixed Income/Credit 
Infrastructure 
Social Housing 

20 
0 
0 

10 
Flexible % split between 
infrastructure and social housing 

   
 

3.6 Members are asked to consider the London CIV proposal as part of its overall strategy and decide  if it 
is appropriate to join Phase 1 transfer to Allianz sub fund 
 

4. Implications 
 

4.1 Financial implications:  
4.1.1 Fund management and administration fees are charged directly to the pension fund. 

  
4.2 Legal Implications: 
4.2.1 The Council, as the administering authority for the pension fund may appoint investment managers to 

manage and invest an equity portfolio on its behalf (Regulation 8(1) of the Local Government Pension 
Scheme (Management and Investment of Funds) Regulations 2009 (as amended). 
 

4.2.2 The Council is  able to invest fund money in a London CIV fund asset without undertaking a 
competitive procurement exercise because of the exemption for public contracts between 
entities in the public sector (regulation 12 of the Public Contracts Regulations 2015).  The 
conditions for the application of this exemption are satisfied as the London authorities 
exercise control over the CIV similar to that exercised over their own departments and CIV 
carries out the essential part of its activities (over 80%) with the controlling London boroughs.  
. 
 

4.2.3 In deciding whether to agree the transfer of the current Allianz equity portfolio to the  London CIV 

Allianz sub fund the sub committee must 
 

(i) reasonably believe that the sub fund manager’s  ability in and practical experience of 
financial matters makes them suitably qualified  to make investment decisions for  the 
Council 

 
(ii) be satisfied that the fund (or relevant part of it) is managed by an adequate number of 

investment managers and that where there is more than one investment manager, the 



value of fund money to be managed by any one of them will not be disproportionate (in  
their view) in comparison with the value of fund money managed by other investment 
managers  

 
(iii) have regard to the advice of the Corporate Director of Finance and Resources and its 

advisor, Mercers in relation to the proposed appointment  
 

4.2.4  
In considering the recommendations in this report members must also take into account the  
information contained in the exempt appendix to this report. 
 

  
4.3 Environmental Implications: 
4.3.1 None specific to this report 

 
4.4 Resident  Impact Assessment: 
4.4.1 An equalities impact assessment has not been conducted because this report is updating members on 

the implementation of a fund structure by external managers. There are therefore no specific equality 
implications arising from this report. 

 

5. Conclusion and reasons for recommendations 
 

5.1 The Council is a shareholder  of the London CIV and has agreed in principle  to pool assets when it is in 
line with its Fund strategy and will be beneficial to fund  members and council tax payers. 
  

5.2 The Pensions Sub-Committee, as the administering authority, has a fiduciary responsibility to obtain the 
best possible financial return on investments over appropriate investment periods, within acceptable 
levels of risk and  applies this principle when making investment decisions on behalf of the Islington 
pension fund.  
 

5.3 The agreed interim to long term strategy is to move  our  Active Global Equities portfolio to an External 
passive manager.Members are asked to consider the proposal  of the London CIV Phase 1 –Allianz 
transfer, taking into account its agreed investment strategy and Appendix 1 -cost and benefit analyses 
and decide to join Phase 1 or to wait and join one of the other 8 sub funds 
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