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Purpose

The purpose of this report is to provide the Board with a high-level summary of the activity of the
Investment Committee and to provide assurance on the matters considered by the Committee at its
meeting on 26 June 2026.

The report also brings forward matters recommended by the Committee for Board approval. As this
report will be published, it provides a summary of the key assurance themes considered by the
Committee and does not include detailed commercially sensitive investment commentary.

Summary

The Investment Committee met on 26 June 2026 and considered a broad agenda covering
investment performance, funding, liquidity, private markets, responsible investment, water and
physical climate risk, benchmarking, investment beliefs, the Funding Risk Management
Framework, the Pension Fund Annual Report, the Committee’s Terms of Reference and third-party
assurance reporting.

Overall, the Committee received assurance that the Fund remained in a strong funding position
and that LPPI continued to monitor performance, liquidity and investment risk. The Committee also
scrutinised areas where further monitoring or development is required, including global equity
performance, local and UK investment reporting, physical climate risk across real assets,
responsible investment narrative and the future approach to investment benchmarking.

Recommendations
The Board is asked to:

1. Note the activity and assurance provided by the Investment Committee.

2. Approve the draft set of Investment Beliefs, following review and recommendation by the
Investment Committee at agenda item 3

3. Approve the revised Investment Committee Terms of Reference, following review and
recommendation by the Investment Committee.
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Detail of the report

Investment reporting and performance assurance

The Committee received LPPI’'s quarterly investment reporting, including the balanced scorecard,
funding position, liquidity position and asset class updates. The Committee noted that the Fund
remained in a strong funding position and that the funding-related assessment remained positive.

The Committee discussed short-term performance movements and noted that these should be
considered in the context of the Fund’s long-term investment horizon. The Committee also received
assurance that liquidity remained sufficient to meet pension payments and that cash levels were
being actively managed.

The Committee considered performance across asset classes, including private equity, credit, real
estate and global equities. The Committee noted areas of short-term underperformance and
received explanations from LPPI on the key drivers. The Committee agreed that some areas,
particularly global equity performance and the reporting of credit exposure, should remain subject to
continued monitoring and further clarification through future reporting.

Local, UK and real asset investment

The Committee discussed local and UK investment exposure, including the London Fund and wider
policy developments relating to UK investment. The Committee noted that future reporting would
need to align with the Fund’'s agreed definition of local investment and any target set under the
developing regulatory framework.

The Committee also discussed real estate and real asset exposure, including the role of living assets,
office and retail exposure, and the importance of understanding risk and resilience when investing
in physical assets. These matters will continue to be considered through future Committee reporting
and deep dives.

Investment Beliefs

The Committee reviewed the draft Investment Beliefs. The Committee noted that the changes
reflected previous discussion and that the main drafting changes related to simplifying the wording
on illiquidity and clarifying the local investment belief.

The Committee discussed the equity risk premium belief, including the reference to active
management, and agreed that the drafting should make clear the link between active management,
valuation, innovation, pricing power and earnings growth.

The Committee also agreed that the local investment belief should more clearly recognise
geographic concentration risk and the importance of resilience, including flood and climate resilience,
when investing in physical assets and places.

Subject to those minor drafting changes, the Committee agreed to recommend the draft Investment
Beliefs to the Board for approval, this will be discussed at agenda item 3.

Funding Risk Management Framework

The Committee considered the Funding Risk Management Framework update and approved the
proposed thresholds and metrics. The Committee noted that the framework had been developed
alongside the review of the Investment Beliefs and would support the forthcoming Strategic Asset
Allocation review.
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The Committee noted that the updated approach included additional metrics relating to contribution
stability, as well as affordability, liquidity and funding risk. The Committee also noted that the
framework would support a more structured approach to considering funding risk and the interaction
between funding, contributions, liquidity and investment strategy.

The approved thresholds and metrics will now be incorporated into the full Funding Risk
Management Framework, which will be brought back to the Committee for approval at a future
meeting.

Responsible investment and physical climate risk

The Committee received a responsible investment update and noted activity relating to net zero
reporting, voting monitoring and wider responsible investment activity.

The Committee also considered water risk and broader physical climate risk. The discussion focused
on how water and flood risk are assessed within real assets, how LPPI considers these risks as part
of investment due diligence and asset management, and whether further assurance could be
provided to the Committee.

The Committee received assurance that flood risk is already considered within LPPI's processes for
real estate and infrastructure investments. The Committee also agreed that the issue should be
considered in the wider context of physical climate risk, rather than water risk alone. Officers and
LPPI will consider future reporting options, including whether a physical risk dashboard or heat map
could support Committee oversight.

Pension Fund Annual Report

The Committee reviewed the investment and responsible investment sections of the draft Pension
Fund Annual Report. The Committee noted that the draft remained at an early stage and that further
figures and content would be added before final approval.

The Committee welcomed improvements in the drafting but agreed that the report should provide a
clearer narrative on outcomes, impact, risk management and long-term investment objectives. The
Committee also agreed that the investment performance narrative should be more direct in
explaining short-term performance, while placing this in the context of the Fund’s long-term
investment strategy.

Officers will revise the relevant sections before the Annual Report is brought forward for further
review and approval.

CEM benchmarking

The Committee received a high-level presentation from CEM on the investment benchmarking report
for the year ending 31 March 2025. The Committee noted that LPFA’s costs remained below the
peer benchmark and that this was supported by greater internal implementation through LPPI and
lower costs in some externally managed areas.

The Committee also noted that the return position was more mixed, with positive longer-term total
return performance but negative value added over the benchmark period reviewed. The Committee
agreed that officers should consider separately what benchmarking information provides most value
to the Fund, given the range of benchmarking and performance information already received.
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Terms of Reference

The Committee reviewed its Terms of Reference as part of the annual review process. The principal
amendment was to make explicit the Committee’s oversight of investment breaches reporting,
following the investment oversight audit.

The Committee agreed that the Terms of Reference should clearly reflect the Committee’s role in
receiving assurance that any investment breaches, or confirmation that there have been no
breaches, are reviewed and reported on a quarterly basis.

The Committee also agreed that the Terms of Reference should be updated to reflect the
Committee’s future oversight of physical climate risk reporting, subject to the development of that
reporting with LPPI.

The Committee reviewed the proposed amendments and agreed to recommend the updated Terms
of Reference to the Board for approval.

Third-party assurance and forward planner

The Committee considered the LPPI AAF report. The Committee noted that the report had received
an unqualified opinion with no exceptions and took assurance from the report.

The Committee also considered the forward planner. The next meeting is scheduled for 17
September 2026. The Committee agreed that the September deep dive should focus on real estate
investment and the implications of LPFA, through LPPI, having a landlord role at greater scale. The
Committee also asked that, if sufficiently developed, LPPI provide an update on smarter passive or
alternative equity implementation options.

The Committee received assurance across a broad range of investment, funding, liquidity,
responsible investment, risk and benchmarking matters. The Committee identified areas for
continued monitoring and future reporting, including global equity performance, physical climate risk,
local and UK investment reporting, responsible investment narrative and benchmarking value.

SAA Review (Deep Dive Session)

The Investment Committee undertook a Strategic Asset Allocation (SAA) deep dive during the
quarter to support the ongoing review of the Fund’s investment strategy. The session was focused
on informing the future direction of the SAA, rather than setting definitive allocations, and provided
an opportunity for the Committee to input strategic priorities to LPPI, including considerations relating
to risk, return assumptions and emerging thematic issues.

Discussions covered capital market assumptions and the incorporation of risk characteristics within
modelling, alongside broader considerations of portfolio construction, diversification and scenario
testing. The Committee also considered the Fund’s overarching risk framework, with particular focus
on liquidity, funding stability and the ability to achieve sufficient long-term returns, noting the
importance of balancing modelling outputs with practical judgement.

In addition, the Committee emphasised the need to ensure that climate, nature and wider
sustainability risks are appropriately reflected within the SAA, recognising the evolving nature of
these risks and their potential long-term impact on the Fund.

The outputs from the session have been shared with LPPI to inform the development of a revised
SAA, which will be brought back to the Committee for further consideration later in the year
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