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Important LGIAsuper’s 2018 Annual Report consists of two parts:

Part 1. Investment performance and governance
Part 2: Consolidated financial statements for the year ended 30 June 2018

Both parts of the Annual Report should be read together. This document is Part 1 and was prepared on 9 October 2018.

LGlAsuper — a complying fund LGIAsuper was a complying super fund at all times during the 2017/18 financial year. As a complying fund,
LGIAsuper members receive concessional tax treatment.

Front cover image: LGIAsuper has a 31% ownership in Waterloo’s Wind Farm (South Australia)

This annual report has been produced by LGIAsuper Trustee ABN 94 085 088 484 AFS Licence No. 230511 as trustee for LGIAsuper ABN 23 053 121 564 and provides general
information for LGIAsuper members. Current information about investment performance and other issues will be published on our website and in our newsletters. We will
send you a free printed copy at your request. Where there is an inconsistency between this document and the Fund'’s rules as per the LGIAsuper Trust Deed and Government
regulations, the rules in the Trust Deed and Government regulations shall prevail.
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Update from the Chair

Our consistent investment returns underpin our commitment
to helping our members grow their retirement savings.

It’'s been a year of transformation for Public o er

LGIAsuper. We've made a successful Becoming an open fund was a watershed moment for
transition from a fund servin LGlAsuper. After more than half a century of service to
g Queensland’s local government employees, we faced

Queensland’s local government the opportunities and challenges of competing in an
employees to one that’s open to open marketplace.

everyone, from all industries across Your Board and leadership team didn’t underestimate
Australia. the scale of the work required, and I'm delighted to

, ) report the transition has been a success.
We've strengthened our leadership team and welcomed

a new Chief Executive Officer. There are new faces on The core of our business remains helping local
your Board, which continues to reflect best-practice government workers plan for their retirement, and that
governance. proud heritage will also be a foundation stone for our

) ) culture of member service into the future.
Most importantly, we continue to generate

consistently strong investment returns, delivering on As a public offer fund, anybody can join and benefit
our commitment to helping our members achieve a from our award-winning service and strong, stable
comfortable standard of living in retirement. returns. As more Australians engage with their

superannuation and become actively involved in
choosing their own fund, that commitment to service
will remain one of our strengths.

With a return for the financial year of 9.4% (11.1% for
pension members), our Diversified Growth fund (an
option with a balanced risk profile) continues to
show the benefits of our highly diversified
investment strategy.

While those returns are satisfying, “The core of our
it’s long-term outcomes that matter business remains
most. Data released by APRA'In helping local
March this year revealed LGIAsuper is government
one of Australia’s top-ten investment workers plan for
performers in superannuation over their retirement”

the last ten years.

John Smith

1 Source: Australian Prudential Regulation Authority Annual Fund-level Superannuation Statistics June 2017, Ten year rate of return, issued 28 March 2018)
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Best Medium Fund

In March, your fund was named Superannuation Fund
of the Year in the medium category at the Conexus
Financial Superannuation Awards.

The awards recognise performance against a range of
criteria, including investment returns, insurance, advice
and excellence in member service.

While it’s an honour to be recognised as Medium Fund
of the Year, what’s important to us is supporting our
members over their working lives, and helping them in
retirement.

That focus on trusted, reliable service has been noted
by SuperRatings, which has awarded your fund the
coveted ‘Platinum’ rating for ten consecutive years.

Even as we adapt to legislative, regulatory and
technological change, you can be assured we will
remain focused on our members.

A strengthened leadership team

In April, the Board appointed Kate Farrar as Chief
Executive Officer, replacing David Todd who stepped
aside to focus on his responsibilities as Chief
Investment Officer.

Kate joins us from McKinsey & Company and was
chosen from an exceptional field of candidates.

On behalf of the Board, | thank David for his
contribution to the success of our fund. When David
took on the CEO role in 2006, LGIAsuper managed less
than $3 billion in retirement savings.

Under his leadership, the fund navigated the global
financial crisis, successfully merged with City Super
and opened its doors as a public offer fund.

David should be proud of his legacy and | look forward
to his continuing contribution to LGIAsuper’s success.

John Smith
Independent director and Chair

I would also like to thank Timothy Willmington for

his service to the fund, spanning more than 25 years.
Timothy has been a valuable member of the Executive
team and we have benefited greatly from his industry
experience and insightful contributions during this time.

Board renewal

| was delighted at the strong response to nominations
for member representative directors in 2017.

In contrast to many funds that are grappling with the
best governance structure to ensure strong stewardship
of members’ funds, LGlAsuper’s Board already

reflects best practice, with a combination of member-
appointed, employer-nominated and independent
directors, including an independent Chair.

The election process was finalised in March, | welcome
Jennifer Sanders, Ray Burton and Ros Heit, along with
employer nominated Director, Mark Jamieson.

All four commenced their four-year terms from 1 July
2018. | would also like to welcome Ronald Dewhurst
who joined the board in June as an independent
director. You can read more about the skills they bring
to your Board in the ‘Board of Directors’ section on
page 8 of this report.

| thank outgoing Directors Noel Cass, Fiona Connor,
Ron Curtis, Margaret de Wit and John Wilson for their
service, particularly their leadership in steering the
fund through its transition to a public offer fund in 2017.

And finally, thank you to all our staff for their hard work
over the last year, | look forward to building on our
momentum and continuing our great service to

our members.
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From your Chief Executive O cer

It’s an exciting time to be part of LGIAsuper as we refocus the
fund on providing exceptional member service.

This last year has been a period of
unprecedented change, not just for
LGIAsuper but for the superannuation
industry as a whole.

We've seen multiple reviews from the Royal
Commission, the Productivity Commission, the Federal
budget and Australian Prudential Regulation Authority
(APRA, the regulator who supervises financial services),
all telling us what we already knew; how important it is
for a superannuation fund to focus on their members’
needs first and foremost.

In this environment, where trust across the industry has
been called into question, | feel privileged to have joined
LGlAsuper, a members-first fund that genuinely lives

up to its brand promise of being trusted, reliable and
understanding.

I was thrilled to find how much trust our members

put in our people, and the way our teams respect that
trust. | am impressed by the reliability of our returns,
underpinned as they are by our investment philosophy
that aims to preserve your savings during periods

of market instability and enhance your super when
markets are doing well. And since I've been

in the role as the fund’s CEO, | have
really focused on ensuring our whole
team makes decisions based on
understanding what you, our valued
members, need and want from your
superannuation.

In this, my first Annual Report at
LGlAsuper, I'll touch on how our
fund is embracing the challenges
of the future with confidence, while
respecting and building on our
proud heritage.

Kate Farrar

Returns

First and foremost, LGIAsuper is committed to building
your superannuation savings with great investment
returns. Our Diversified Growth fund (an option with a
balanced risk profile) returned you 9.4%, outperforming
its investment mandate by over 4%. Generating such
competitive returns is an outstanding achievement by
our Investment team and our managers.

But we also know that for you, it’s performance over
much longer timeframes that counts.

Data released by APRA! in March this year revealed
LGlAsuper is one of Australia’s top-ten investment
performers in superannuation over the last ten years.
That result might have come as a surprise to some in
the industry, but our investment philosophy is designed
to generate strong returns over time, and across good
markets and bad, by focusing on the long term when
we set our portfolio — not just the next year.

| like the way our fund’s philosophy combines
generating great long-term returns for members
with supporting our communities by investing in assets
where we live. These assets, like the Sunshine Coast
Airport, situated in one of Australia’s fastest-
growing areas, are individually assessed for
their returns to members and economic
contribution.

“l am impressed by

the reliability of our
returns, underpinned
as they are by our
investment philosophy”

This lets us hone in on great-returning
non-traditional investments like our
$101 million land purchase on the
Gold Coast, securely leased to theme
park operator Village Roadshow. They
exemplify our philosophy of great
returns with lower volatility.

As your fund continues to grow, we’ll seek out
more of these opportunities, whether in our home
state of Queensland or across the globe.

1 Source: Australian Prudential Regulation Authority Annual Fund-level Superannuation Statistics June 2017, Ten year rate of return, issued 28 March 2018)
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Member service in your community

LGlAsuper’s commitment to supporting our members
and their communities means we're focused on helping
you understand the complex world of superannuation,
and as much as possible, doing that where you live.

In 2017/18, our education and member services teams
visited 344 workplaces across the state with 3,388
members attending our seminars. We also built on our
advice seminars, delivering 43 seminars of advice to
members across the state.

While we're in your community, we also
build them with you. For example,
we support the Try for 5! program
which encourages attendance

at participating schools across
Queensland.

We are a Founding Friend of NRL
Cowboys House, which provides
supported accommodation for
young Aboriginal and Torres
Strait Islander students from
remote communities.

Kate Farrar

“We will continue
working hard to deliver
innovative products
and services that

put our valued
members first”

Kate Farrar
Chief Executive Officer

Innovation

In March, LGIAsuper completed a two-year program

of upgrading our administration systems, to support

a member experience designed for you. This
transformation represented a significant investment for
the future, providing us with industry-leading systems
and a platform for the next decade of the fund’s growth.

Having industry-leading digital infrastructure available

means we can continue to improve our services to

suit your individual needs. It also offers a number of

immediate benefits such as improved data analysis and
greater efficiency in communicating how you'll get

the most out of your super.

The successful launch of the platform led
to our inclusion in the 2018 Australian
Financial Review’s Top 100 Most
Innovative Companies in Australia, one
of only two super funds to be featured on
the list. We will continue working hard to
deliver innovative products and services
that put our valued members first.

Our new website was launched in May, and
your feedback confirms that the fresher, more
relevant and easier to navigate interface has been
well-received.

As 2018/19 unfolds, you can expect to hear about new
innovations that we believe will enhance the delivery of
our products and services in a way that works best

for you.

FINANCIAL REVIEW

LISTS 2018

MDSTINNOVATIVE

COMPANIES
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Board of Directors

The Board of Directors’ structure aligns with best practice in the
superannuation industry by having one third member representatives,
one third employer representatives and one third independent directors.

INDEPENDENT DIRECTORS

John Smith DIRECTOR AND CHAIR
Member, Audit and Risk Management Committee
Member, People and Culture Committee

John Smith commenced his role as an LGIAsuper director in December 2013. He

is a qualified actuary with 30 years’ experience providing technical and strategic
advice to large superannuation funds and corporations. John is a former Director
and Consulting Actuary with The Heron Partnership, and has served as Director,
Executive Director and Senior Consulting Actuary for other organisations within the
finance industry. He was Chair of the Superannuation Policy Committee for a major
international conglomerate, holds a Bachelor of Arts (Statistics) and is a Fellow of
the Institute of Actuaries of Australia.

Peter Kazacos OAM DIRECTOR
Chair, Audit and Risk Management Committee
Member, Investment Committee

Peter Kazacos became an LGIAsuper director in December 2016. He has over

40 years’ experience in the IT industry and was a Chair on several boards including
the Australian Information Industry Association (AIIA), CSIRO ISC Sector Advisory
Council and Axxis Technology Group. Peter is a former member of the Australian
Administration Services (AAS) Advisory Council and the founder and Managing
Director of Kazacos Industries. He holds a Bachelor of Electrical Engineering and
Bachelor of Science (Applied Maths, Computer Science).

Ronald Dewhurst DIRECTOR (Commenced June 2018)
Chair, Investment Committee

Ronald Dewhurst was appointed as an LGIAsuper director in June 2018, and has
extensive experience in Board and senior executive roles in Australia and overseas.
Ronald’s former roles include Senior Executive Vice President, Legg Mason Inc, CEO
of IOOF Holdings, Former Head of Americas, JP Morgan Investment Management, and
Managing Director, JP Morgan Inc. He is a Fellow of the Financial Services Institute of
Australia (FINSIA).
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(Standing left to right) Peter Kazacos, Ray Burton, Matthew Bourke, John Smith (Chair), Jennifer Sanders, Cameron O’Neil, Ronald Dewhurst,
Rosamund Heit. Absent: Mark Jamieson

Cr Matthew Bourke EMPLOYER REPRESENTATIVE DIRECTOR
Member, Audit and Risk Management Committee
Member, Investment Committee

Cr Matthew Bourke was appointed as an LGIAsuper director in July 2016 and has

been a Councillor for the ward of Jamboree since 2008. Matthew is well known for

his contribution to the local community, specifically his flood recovery work where he
received the National Emergency Medal for his involvement. Matthew is also on the
Board of the Local Government Association of Queensland (LGAQ). Matthew is a
Graduate member of the Australian Institute of Company Directors, a member of the
Lord Mayor’s Creative Advisory Trustee, and the Lord Mayor’s Inclusive Brisbane Trustee.

Cr Cameron O’Neil EMPLOYER REPRESENTATIVE DIRECTOR
Chair, People and Culture Committee,
Member, Investment Committee

Cr Cameron O’Neil was appointed as an LGIAsuper director in October 2016.

He is a current Councillor of the Maranoa Regional Council, a position he has held
since 2012. Cameron has extensive experience on several Boards, as well as State and
Federal Government Advisory Committees. He is a Policy Executive member of LGAQ
and member of Commerce Roma. Cameron holds a Bachelor of Applied Science
(Animal Studies).

Cr Mark Jamieson EMPLOYER REPRESENTATIVE DIRECTOR (Commenced July 2018)
Member, People and Culture Committee

Cr Mark Jamieson was appointed as an LGIAsuper director in July 2018. He is

the current Mayor at Sunshine Coast Regional Council and President of the Local
Government Association of Queensland (LGAQ) Limited. Mark is a Patron of
Sunnykids, the Beacon Foundation, the Friendship Force of the Sunshine Coast and
the Sunshine Coast Sports Federation. Mark was the Chief Executive at Australian
Publishing Network (APN) from 1981—2009 and is a former Director of the Sunshine
Coast Helicopter Rescue Service.
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MEMBER DIRECTORS

Cr Ros Heit MEMBER REPRESENTATIVE DIRECTOR (Commenced July 2018)
Member, People and Culture Committee
Member, Audit and Risk Management Committee

Rosamund (Ros) Heit was appointed member representative director in July 2018. She
is a Local Councillor at South Burnett Regional Council (SBRC) where she is responsible
for the Finance, HR, and Information and Communications Technology portfolios and is
a member of the Audit Committee. She is a member of a number of boards and holds
Bachelor degrees in Business and Science, as well as a Diploma of Local Government
for Elected Members. Ros was awarded the Queensland Rural, Regional and Remote
Women'’s Network (QRRRWN) Professional Woman of the Year 2018.

Jennifer Sanders MEMBER REPRESENTATIVE DIRECTOR (Commenced July 2018)

Jennifer Sanders was appointed member representative director in July 2018.

She is the current President and Chair of Beaucare, which provides a broad range
of community services. Jennifer is a Justice of the Peace (Qualified). She holds a
Bachelor of Arts degree (majoring in Australian Studies), an LGAQ Diploma of Local
Government (Planning), and a Diploma of Project Management. Jennifer has held
senior positions on a number of committees and is a Graduate of the Australian
Institute of Company Directors (GAICD).

Ray Burton PSM MEMBER REPRESENTATIVE DIRECTOR (Commenced July 2018)
Member, Audit and Risk Management Committee

Ray Burton PSM was appointed member representative director in July 2018. He is a
current Director of the Local Government Managers Australia (Queensland) and has
more than 40 years’ experience in senior leadership positions across 12 different local
governments. Ray holds a Master of Business Administration, Graduate Diploma in
Local Government Management, and Diplomas of Business (Local Government and
Accounting). He was CEO at Townsville City Council fromm 2008—2016 and was
awarded the Public Sector Professional of the Year (Queensland) in 2012. Ray is a
Fellow of the Australian Institute of Company Directors and was awarded the Public
Service Medal in 2015.

SPECIAL ADVISORS

Andrew Cormie SPECIAL ADVISOR, INVESTMENT COMMITTEE

Andrew was appointed as an advisor to the Board in 2017. He is the Investment
Director for Eastspring Investments (Singapore). Andrew is a former Managing
Director of JP Morgan Investment Management (London) and a former Director and
founding Partner of Voyager Funds Management. He holds a Bachelor of Business
Administration and is a Chartered Financial Analyst.

Mitchell Petrie SPECIAL ADVISOR, AUDIT AND RISK MANAGEMENT COMMITTEE

Mitchell was appointed as an advisor to the Board in 2017. He is an Independent
Member of Brisbane City Council's Audit Committee and Risk Management
Committee, as well as an Independent Member and Chair of the UNESCO Oversight
Advisory Committee. Mitchell is also the former Partner in Charge at KPMG Brisbane;
Internal Audit, Risk and Control Services. He holds a Bachelor of Commerce

and is a Member of the Institute of Chartered Accountants Australia.
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EXITING BOARD MEMBERS

In February 2018, LGIAsuper farewelled independent director John Wilson following
five years of service to the fund. The end of June 2018 also saw significant changes to
the Board, as we farewelled member representative directors Noel Cass, Fiona Connor
and Ron Curtis, as well as employer representative director Margaret de Wit, OAM.

Noel Cass DIRECTOR (term completed 30 June 2018)
Chair, Audit and Risk Management Committee,
Member, Remuneration, HR and Nominations Committee

Noel Cass was appointed director on 1 July 2008 and was previously an LGIAsuper
director from 1995 to 2004. Noel has more than 40 years’ experience working in

local government, including 36 years as a chief executive officer. Noel retired from his
position as Chief Executive Officer of Jondaryan Shire Council in 2008. He has formal
qualifications in local government administration, accounting and environmental health.

Margaret de Wit, OAM DIRECTOR (term completed 30 June 2018)
Member, Remuneration, HR and Nominations Committee

Margaret de Wit became an LGIAsuper director on 1 June 2013 and is a former
President of the Local Government Association of Queensland (LGAQ). She was a
Councillor with Brisbane City Council from 1997 to 2016. Margaret is on the Board of
the Australian Local Government Association (ALGA). Margaret’s career also includes
20 years at Telecom Australia (now Telstra) and several years in the not-for-profit
sector. Margaret holds a Graduate Diploma of Business Administration and a Diploma
of Financial Planning and is a Graduate member of the Australian Institute of
Company Directors.

Fiona Connor DIRECTOR (term completed 30 June 2018)
Member, Audit and Risk Management Committee
Member, Investment Committee

Fiona Connor joined as a director on 1 July 2001 and was previously employed by
LGIAsuper from 1990 to 1999. Fiona has a Bachelor of Business (Public Sector
Management), a Certificate in Governance Practice and Administration and a Diploma
of Financial Services (Superannuation). She is also a Graduate Member of the Australian
Institute of Company Directors and a Member of the Governance Institute of Australia.

Ron Curtis DIRECTOR (term completed 30 June 2018)
Chair, Remuneration, HR and Nominations Committee
Member, Investment Committee

Ron Curtis was appointed as an LGIAsuper director on 1 July 2011 after serving as a
member representative director of City Super from 2005. He served as Chair of City
Super from 2009 to 2011 and on numerous City Super committees. Ron’s experience
as a representative on superannuation fund boards spans back to 1988. He was also

a Brisbane City Council employee in the industrial relations field from 2002. Ron has
completed various courses through the Australian Institute of Company Directors and
the Australian Institute of Superannuation Trustees and is a Member of the Association
of Superannuation Funds of Australia.

John Wilson DIRECTOR (resigned February 2018)
Chair, Investment Committee

John Wilson was appointed as an LGIAsuper director in December 2013, and has
over 20 years’ investment management experience in Australia and overseas. He is
a former Chairman and Managing Director of global investment solutions provider
PIMCO Australia, and former Head of PIMCO’s US Institutional Business Group

and Global Consultant Relations Group. John holds a Bachelor of Arts (History), a
Bachelor of Laws, a Master of Laws and is a Member of both the Australian Institute
of Company Directors and the Financial Industry Regulatory Authority (USA).
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Governance statement

LGIAsuper Trustee (the Trustee) is established under section 208 of

the Local Government Act 2009 (LGA). The Trustee is a body corporate
with a board of directors. The Trustee’s primary responsibility under
section 209 of the LGA is to act as the trustee of LGIAsuper.
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Governance structure

LGlAsuper Trustee (the Trustee) is operated through a
Board of Directors (as provided under section 210 of
the LGA) which is responsible for how we perform our
responsibilities, and must ensure that we do this in a
proper, effective and efficient way.

These functions, responsibilities and powers are
articulated in our Trust Deed, which is available on our
website, and in the relevant legislation.

Under LGIAsuper’s Trust Deed, the composition of the
Board of Directors must include:

+ three directors appointed by LGAQ Ltd
« three directors elected by members of LGIAsuper, and

+ three independent directors appointed by the
Board of Directors on the basis of their skills.

Directors are appointed as per the Trust Deed,

in particular:

« employer and member representative directors are
appointed for 4-year terms

* member representative directors are appointed
following an election by LGIAsuper members

* independent directors are appointed by the Board
with the term of appointment being determined
by the Board up to a maximum of 4 years, and

« a director can be removed in the same way they were
appointed or if they fail to meet strict requirements
under superannuation legislation.

Trustee Liability Insurance

Like most trustees, the Trustee has obtained Trustee
Liability Insurance. This insurance protects LGIAsuper from
losses that might result fromm wrongful acts of the Trustee,
its directors or its staff.

Trustee remuneration policy

Goals

LGlAsuper’s goal is to provide members with high
quality, value-for-money superannuation services.

To achieve that, we must attract and retain quality
employees who are dedicated to providing exceptional
service, advice and support to our members.

To provide the best outcome for our members,
LGlAsuper pays competitive remuneration, provides
challenging work and opportunities for development,
and provides an environment reflecting our culture of
trust, reliability and understanding.

LGIAsuper is also committed to building the internal
capabilities of its people so they continue to learn ways
to create value and make a difference for members. This
is done through recruitment and investment in people
and leaders in line with LGIAsuper’s values.

Independent remuneration consultant

The Trustee utilises independent consultants to provide
information and advice on market salary rates and
remuneration practices, benchmarked against Australian
super funds and financial services organisations.

Director and management remuneration

Director and management remuneration is reviewed
against market rates to ensure it is competitive.
Remuneration is reviewed annually and is based on a
combination of market alignment, performance and
delivery.
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Organisational structure

LGIAsuper prides itself on its strong leadership and the quality of our
team. Our organisational structure showcases the diverse skillset of

our sta , and promotes transparency and accountability, which helps
secure the best possible outcomes for our valued members.
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(Standing left to right) /lan Harcla, Garnett Hollier,

CHIEF
OPERATIONS OFFICER

HEAD OF
ADMINISTRATION

HEAD OF
INSURANCE & CLAIMS

QUALITY & TRAINING

PEOPLE & CULTURE

CHIEF
DIGITAL OFFICER

CHIEF
RISK OFFICER

HEAD OF
TECHNOLOGY
SERVICES

HEAD OF
OMNICHANNEL
EXPERIENCE

HEAD OF
PERFORMANCE
& ANALYTICS

HEAD OF
PROGRAMME

Weng Woo, Kate Farrar (CEO), Peter Gamin, David Todd, Eleanor Noonan
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Executive team

Built on the principles of strong communication, innovation and
clear strategy, our Executive team works closely with the LGIAsuper
Trustee and sta to look after the retirement savings of our members.

Kate Farrar CHIEF EXECUTIVE OFFICER

The LGIAsuper Board appointed Kate as Chief Executive Officer in April 2018.
With 25 years’ experience in senior leadership positions, Kate is responsible for
leading the ongoing change and transformation required to build on LGIAsuper’s
success over the last 52 years. Prior to joining LGIAsuper she was a Junior Partner
(equivalent) at McKinsey & Company. Previous roles include Managing Director
of QEnergy and senior positions in the financial services industry at Barclays

de Zoete Wedd and Suncorp. Kate has a Bachelor of Music (Honours) degree
together with a Masters degree in Econometrics and Economics. She is also a
graduate of INSEAD’s Advanced Management Programme. Kate is a Responsible
Manager under the Trustee’s AFS licence and a Responsible Person under the
RSE licence.

lan Harcla CHIEF RISK OFFICER AND DEPUTY CHIEF EXECUTIVE OFFICER

lan Harcla has served as the Deputy CEO since 2006. lan’s previous roles

include General Manager of the Queensland Coal and Oil Shale Mining Industry
Superannuation Fund (1989 to 2005) and various audit positions with the
Queensland Audit Office. He has a Bachelor of Business (Accounting), a Graduate
Diploma in Management and a Graduate Diploma in Applied Finance and
Investment. lan is a Fellow of the Association of Superannuation Funds of Australia
(ASFA), a member of CPA Australia and a Graduate Member of the Australian
Institute of Company Directors. He is a Responsible Manager under the Trustee’s
AFS licence and a Responsible Person under the RSE licence.

Eleanor Noonan CHIEF OPERATING OFFICER

Eleanor was appointed Chief Operating Officer in July 2018. Prior to her appointment
to an executive-level position, she headed LGIAsuper’s human resources division.

An experienced management and HR professional, Eleanor’s career spans people
leadership, change, business transformation and organisational strategy as well as
operational management in a number of key local government roles. Eleanor holds

a Master of Business qualification from the University of Queensland. Eleanor is a
Responsible Person under the Trustee’s RSE licence.

¢
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Peter Gamin CHIEF FINANCIAL OFFICER

Peter Gamin was appointed Chief Financial O cer in 2013. His key responsibility is
to manage the financial operations of the Trustee and LGIAsuper. Peter’s previous
roles include Head of Corporate Finance, Head of Fund Finance and other

senior finance positions at QIC (2003 to 2012), Group Financial Accountant at
Queensland Cement Limited (1995 to 2003) and Manager at KPMG (1988 to 1995).
Peter has a Bachelor of Business and a Master of Commerce. He is a Fellow of

the Institute of Chartered Accountants, an Associate of the Governance Institute
of Australia and a Certified Senior Finance and Treasury Professional. Peter is a
Responsible Person under the Trustee’s RSE licence.

Weng Woo CHIEF DIGITAL OFFICER

Weng was appointed Chief Digital O cer in March 2017. Weng leads LGIAsuper’s
IT, data analytics and omnichannel program. He has a background in the
telecommunications and IT sectors, specialising in business strategy, business and
digital transformation, Game Theory and technology management. Weng's previous
roles include Digital Program Director for Unisuper (2015 to 2017) and Director of
Delivery at Pactera Technology International (2012 to 2015). He was also Digital
Strategy Program Manager for Sensis (2010 to 2012), and held various senior

roles including General Manager Business Strategy for Telstra (2002 to 2010) and
Principal/Program Manager at EDS Group (2000 to 2002). He has an MBA from the
University of Otago. Weng is a Responsible Person under the Trustee’s RSE licence.

David Todd CHIEF INVESTMENT OFFICER

David was appointed Chief Manager Investments in 2005. He served as CEO
between July 2006 and April 2018, overseeing LGIAsuper’s transition to public

o0 er status. David’s previous roles include General Manager Investments for
Reinsurance Australia/Calliden (1994 to 2004), General Manager Treasury for TNT
(1983 to 1994) and various accounting positions in Total, DuPont and ADC. David
holds a Bachelor of Commerce and is a Certified Senior Treasury Professional
(Finance and Treasury Association). He is member of CPA Australia and the
Australian Institute of Company Directors. David is a Responsible Person under
the Trustee’s RSE licence.

Garnett Hollier CHIEF OF MEMBER ADVICE

Garnett was appointed Chief of Member Advice in July 2018. His key responsibility is
the oversight of the provision of personal financial advice to current and prospective
members, product development, and strategy. Prior to his appointment to an
executive-level position, Garnett developed and headed LGIAsuper’s financial
advice service. Before joining LGIAsuper, Garnett was a Principal at Mercer. Garnett’s
financial services career spans more than 20 years across a range of areas including
Chartered Accounting and Financial Advice. Garnett holds a Bachelor of Business
(Accounting), a Graduate Diploma in Accounting, a Diploma in Financial Advising,
and he is a member of CA Australia New Zealand, the Financial Planning Association,
and the Fund Executive Association Limited. Garnett is a Responsible Manager
under the Trustee’s AFS licence.
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Investments

LGIAsuper has looked after the retirement savings of Queenslanders
for more than 50 years. One of the keys to our success has been our
consistent investment performance, in good times and in bad.

LGIAsuper invests your assets as permitted by our
Trust Deed or by law, and prudently manages all
aspects of risk. Primarily, we aim to ensure that
your assets:

« are adequately diversified

« are sufficient to meet benefit payments when they
fall due, and

* have an appropriate level of liquidity,

Any third party to whom investment decision making
is delegated must exercise integrity, prudence and
professional skill in doing so, and their actions are
fully accountable to LGlAsuper.

We recognise that consideration of environmental,
social and governance (ESG) factors can potentially
have a positive impact on investment returns or
investment risk over the long term. Many of LGIAsuper’s
individual managers consider ESG factors in
determining their investment allocations.

However, we do not consider that the potential benefit
will justify the additional cost and complexity of

including ESG considerations as a major input into the
setting or implementation of our investment strategies.

To the extent active investment strategies are employed,

LGIAsuper’s asset consultant will consider ESG factors,
where appropriate, in its fund manager skill ratings.

Allocation of earnings

Earning rates on the following pages are the net
investment return that applies to your account, after
fees and taxes, at the end of each financial year. They
can be positive or negative, and are a reflection of how
your investment performs. LGIAsuper publishes the
daily performance of each of LGIAsuper’s investment
options, a daily movement percentage and a year to
date performance percentage. This reflects the actual
underlying investments’ performance from the previous
business day (from March 2018 onwards). If you make
withdrawals or switch investment options during the
month we use this rate in our calculation of your current
balance.

Following the end of each financial year, an annual
earning rate is declared by the Trustee for each
investment option based on the investment return
achieved on the underlying assets for that option for
the year. During periods of significant market volatility,
or other conditions which prevent LGIAsuper from
determining daily rates, processing of claims and
switches may be suspended for up to 7 days or longer,
as dictated by market conditions.
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Left to right David Todd, Kate Farrar, and John Smith.






Diversified Growth

LGIAsuper Ready—made options

Balanced

Stable

Actual asset allocation
at 30 June 2018

Australian shares 14.6%
International shares 37.6%
Property 14.5%
Infrastructure 5.6%
Alternatives

14.2% '
Diversified fixed interest 8.2%

Cash 5.2%

STRATEGIC ASSET ALLOCATION & RANGES

Actual asset allocation
at 30 June 2018

Australian shares 9.6%
International shares 25.6%
Property 14.5%
Infrastructure 5.6%

Alternatives 8.7%
Diversified fixed interest 30.7%
Cash 52%

<

STRATEGIC ASSET ALLOCATION & RANGES

Actual asset allocation
at 30 June 2018

Australian shares 5.6%
International shares 15.6%
Property 14.5%
Infrastructure 0.6%
Alternatives 4.2%

Diversified fixed interest 34.2%
Cash 25.2%

3

STRATEGIC ASSET ALLOCATION & RANGES

SAA % RANGES % SAA % RANGES % SAA%  RANGES %
Australian shares 14.0 4.0—-24.0 Australian shares 9.0 0—19.0  Australian shares 5.0 0—15.0
International shares 33.0/23.0—43.0 International shares 210 11.0-3L0 International shares 1.0, 1..0-21.0
Property 15.0 5.0—25.0 Property 15,00 5.0—-250 Property 15.00 5.0—25.0
Infrastructure 10.0 0.0—20.0 Infrastructure 10.0, 0.0—20.0 Infrastructure 5.0/ 0.0—-15.0
Alternatives 18.0 8.0—28.0 Alternatives 125 25—-225  Alternatives 80 0.0—-18.0
Diversified fixed interest 10.00 0.0—20.0 Diversified fixed interest| 325 225—44.5 Diversified fixed interest| 36.026.0—46.0
Cash 0.0 00-5.0 Cash 0.0 0.0—5.0 Cash 20.0/10.0—30.0
Growth assets 75.0% Growth assets 55.0% Growth assets 35.0%
Defensive assets 25.0%  Defensive assets 45.0%  Defensive assets 65.0%
RETURN TARGET! RETURN TARGET! RETURN TARGET!
Return target of 3% per year above Return target of 2.5% per year above Return target of 1.5% per year above
inflation over rolling 5-year periods. inflation over rolling 5-year periods. inflation over rolling 5-year periods.
RISK High RISK High RISK Medium to high
VERY LOW VERVHGH ~ VERYLOW VERVHGH ~ VERYLOW VERY HIGH

Negative returns expected
5.2 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

Negative returns expected
4.3 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

Negative returns expected
3.0 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

ACCUMULATION|  TRANSITION|  PENSION ACCUMULATION|  TRANSITION|  PENSION ACCUMULATION|  TRANSITION| PENSION
TO RETIREMENT TO RETIREMENT TO RETIREMENT

2018 9.43% 9.43%| 10.29% 2018 7.54% 7.54% 8.28% 2018 5.01% 5.01% 5.53%
2017 10.08% 11.45% 11.45% 2017 7.25% 7.98% 7.98% 2017 4.90% 5.41% 5.41%
2016 3.26% 3.64% 3.64% 2016 4.12% 4.68% 4.68% 2016 4.16% 4.78%| 4.78%
2015 8.18% 9.29% 9.29% 2015 6.79% 7.81% 7.81% 2015 5.31% 6.19% 6.19%
2014 12.30% 13.89% 13.89% 2014 9.74% 11.14% 11.14% 2014 717% 8.31% 8.31%
?%erog\-/)g 8.61% 9.49%  9.65% ?%YE)%‘_’? 7.07% 781%  7.96% ?%Ygg‘_’? 5.31% 5.93% 6.04%
5Yr 5Yr 5Yr

excess 6.68% 7.56% 7.73% excess 5.14% 588% 6.03% excess 3.37% 4.00% 411%
over CPI over CPI over CPI

1 Investment markets are uncertain. LGIAsuper sets investment objectives for the investment options and expects to meet or exceed these between half and two thirds of the time.

»
%@

LGlAsuper ANNUAL REPORT 2018

| INVESTMENT PERFORMANCE AND GOVERNANCE 23






per

Let’s Grow







Property

Diversified Fixed Interest

LGIAsuper Single Asset class options

Cash

Actual asset allocation
at 30 June 2018

Australian shares 0%
International shares 0%
Property 100%
Infrastructure 0%
Alternatives 0%
Diversified fixed interest 0%
Cash 0%

STRATEGIC ASSET ALLOCATION & RANGES

Actual asset allocation
at 30 June 2018

Australian shares 0%
International shares 0%
Property 0%
Infrastructure 0%
Alternatives 0%
Diversified fixed interest 100%
Cash 0%

STRATEGIC ASSET ALLOCATION & RANGES

SAA%| RANGES % SAA % RANGES %
Australian shares 0.0 n/a  Australian shares 0.0 n/a
International shares 0.0 n/a  International shares 0.0 n/a
Property 100.0 n/a  Property 0.0 n/a
Infrastructure 0.0 n/a Infrastructure 0.0 n/a
Alternatives 0.0 n/a  Alternatives 0.0 n/a
Diversified fixed interest 0.0 n/a  Diversified fixed interest| 100.0 n/a
Cash 0.0 n/a  Cash 0.0 n/a
Growth assets 100.0% Growth assets 0.0%
Defensive assets 0.0% Defensive assets 100.0%

RETURN TARGET!
Return target of 3.5% per year above
inflation over rolling 5-year periods.

RISK High

VERY LOW VERY HIGH

Negative returns expected
4.8 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

RETURN TARGET!

Return target is to outperform a composite
index of Australian and international fixed
interest over rolling 5-year periods.

RISK Medium to high

VERY LOW VERY HIGH

Negative returns expected
3.6 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

Actual asset allocation
at 30 June 2018

Australian shares 0%
International shares 0%
Property 0%
Infrastructure 0%
Alternatives 0%

Diversified fixed interest 0%

Cash 100%

STRATEGIC ASSET ALLOCATION & RANGES

SAA% | RANGES %
Australian shares 0.0 n/a
International shares 0.0 n/a
Property 0.0 n/a
Infrastructure 0.0 n/a
Alternatives 0.0 n/a
Diversified fixed interest 0.0 n/a
Cash 100.0 n/a
Growth assets 0.0%
Defensive assets 100.0%

RETURN TARGET!
Return target is the RBA o cial cash rate
over rolling 5-year periods.

RISK Very low

VERY LOW VERY HIGH

Negative returns expected
0.0 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

ACCUMULATION TRANSITION PENSION ACCUMULATION TRANSITION PENSION ACCUMULATION TRANSITION PENSION
TO RETIREMENT TO RETIREMENT TO RETIREMENT

2018 9.24% 9.24% 9.66% 2018 2.06% 206% 245% 2018 L71% 171% 2.04%
2017 751% 782% 7.82% 2017 0.82% 098% 098% 2017 172% 2.06% 2.06%
2016 12.59% 13.99% 13.99% 2016 4.36% 5.20% 520% 2016 1.78% 2.08% 2.08%
2015 9.26% 11.05% 11.05% 2015 3.58% 431% 4.31% 2015 2.07% 2.49% 2.49%
2014 8.53% 1012% 1012% 2014 517% 6.08% 6.08% 2014 2.47% 2.95% 2.95%
?%Ygg‘f? 9.41%  10.42% 10.51% ?%Y;,g‘f)gl 319% 3.71% 3.79% ?OA:( oy 1.95% 226% 2.32%
5Yr 5Yr 5Yr
excess 7.48% 8.49% 858%  excess 1.26% 178% 186%  excess 0.02% 033% 0.39%
over CPI over CPI over CPI

1 Investment markets are uncertain. LGIAsuper sets investment objectives for the investment options and expects to meet or exceed these between half and two thirds of the time.
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Accumulation Benefits Fund (cont.)

SR Balanced

LGIAsuper Socially Responsible

SR Australian Shares

Actual asset allocation
at 30 June 2018

Australian shares 25.3%

International shares 34.5%
Property 8.9%
Infrastructure 2.6%
Alternatives 1.4%

Diversified fixed interest 20.9%
Cash 6.4%

)
%

STRATEGIC ASSET ALLOCATION & RANGES

Actual asset allocation
at 30 June 2018

Australian shares 100%
International shares 0%
Property 0%

Infrastructure 0%
Alternatives 0%

Diversified fixed interest 0%
Cash 0%

STRATEGIC ASSET ALLOCATION & RANGES

SAA % RANGES % SAA%  RANGES %
Australian shares 30.0 20.0—40.0  Australian shares 100.0 n/a
International shares 270 | 15.0—35.0 International shares 0.0 n/a
Property 9.0 0.0—20.0 Property 0.0 n/a
Infrastructure 3.0 0.0—7.0 Infrastructure 0.0 n/a
Alternatives 1.0 0.0—6.0 Alternatives 0.0 n/a
Diversified fixed interest. 25.0 0.0—45.0 Diversified fixed interest 0.0 n/a
Cash 50 0.0—20.0 Cash 0.0 n/a
Growth assets 70.0% Growth assets 100.0%
Defensive assets 30.0% Defensive assets 0.0%

RETURN TARGET*
Return target of 3.0% per year above
inflation over rolling 5-year periods.

RISK High
B

VERY LOW VERY HIGH

Negative returns expected
4.8 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

RETURN TARGET!

Return target is to outperform a composite
index of Australian shares over rolling 5-year
periods.

RISK Very high
.

VERY LOW VERY HIGH

Negative returns expected
7.8 out of 20 years

RETURNS
Past performance is not an indicator of
future performance.

ACCUMULATION|  TRANSITION| PENSION ACCUMULATION|  TRANSITION|  PENSION
TO RETIREMENT TO RETIREMENT

2018 7.56% 756% 8.74% 2018 11.97% 11.97% 12.29%
2017 7.23% 8.40% 8.40% 2017 10.23% 10.50% 10.50%
2016 0.77% 0.79% 0.79% 2016 1.82% 1.88% 1.88%
2015 8.87% 9.79% 9.79% 2015 7.83% 8.24% 8.24%
2014 11.78% 1297% 12.97% 2014 15.85% 16.69% 16.69%
?%\f oy 718% 7.82% 8.06% ?%YLZY)QJ 9.44% 9.75%  9.81%
5Yr 5Yr
excess 5.25% 589% 6.13% excess 7.51% 7.82% 7.88%
over CPI over CPI

1 Investment markets are uncertain. LGIAsuper sets investment objectives for the investment options and expects to meet or exceed these between half and two thirds of the time.
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Defined Benefits Funds

Defined Benefits Fund and Defined Benefit accounts.

LGlAsuper has two defined benefits
funds that are separately managed
and regularly reviewed through
actuarial valuations to determine

if there are sufficient funds to pay
members’ benefits.

An actuarial valuation for both
funds was undertaken at 1 July 2015,
with an actuarial review underway
at 1 July 2018. The 2018 Actuarial
investigation report will be available
on the LGIAsuper website from
December 2018.

Regional Defined Benefits Fund

In 2015 the actuary concluded from
the review that the Regional Defined
Benefits Fund was in a satisfactory
financial position.

City Defined Benefits Fund

In 2015 the actuary concluded from
the review that the City Defined
Benefits Fund was in a satisfactory
financial position.

VESTED BENEFITS INDEX

2018 % ‘ 2017 % ‘ 2016 %

REGIONAL DEFINED BENEFITS FUND

121122 ‘ 116—119 ‘ 113114

FORMER CITY SUPER
DEFINED BENEFITS FUND

130—132 ‘ 125—128 ‘ 118—120

The Vested Benefits Indices above
show the ratio of fund assets to
the amount of members’ vested
benefits at 30 June.

Defined Benefits Fund

Defined Benefit account

Actual asset allocation

at 30 June 2018
25.6% ‘

Property 14.5%

Infrastructure 5.6%
STRATEGIC ASSET ALLOCATION & RANGES

International shares

Alternatives 8.7%
Diversified fixed interest 30.7%

Cash 52%

Actual asset allocation

at 30 June 2018 (former City Super)

25.6% ‘

14.5%

International shares
Property

Infrastructure 5.6%
Alternatives 8.7%
Diversified fixed interest 30.7%

Cash 5.2%

<

STRATEGIC ASSET ALLOCATION & RANGES

SAA % RANGES % SAA% | RANGES %
Australian shares 9.0 0—19.0 Australian shares 9.0 0—19.0
International shares 21.0 11.0—310 International shares 21.0 11.0-310
Property 15,0 5.0—25.0 Property 15,0 5.0—25.0
Infrastructure 10.0 0.0—20.0 Infrastructure 10.0| 0.0—20.0
Alternatives 125 25—-225 Alternatives 125 25-225
Diversified fixed interest| 32.5|22.5—44.5 Diversified fixed interest| 325 22.5—445
Cash 0.0 0.0—5.0 Cash 0.0/ 0.0-50
Growth assets 55.0% Growth assets 55.0%
Defensive assets 45.0%  Defensive assets 45.0%

RETURN TARGET!

Return target is to achieve returns in
excess of salary inflation plus 1.5% p.a.
over rolling 3-year periods.

RISK High

VERY LOW VERY HIGH

RETURNS
Past performance is not an indicator of
future performance.

RETURN TARGET!

Return target is to achieve returns in
excess of salary inflation plus 1.5% p.a.
over rolling 3-year periods.

RISK High

VERY LOW VERY HIGH

RETURNS
Past performance is not an indicator of
future performance.

CREDITING

INVESTMENT  ACCUMULATION INVESTMENT RATE

2018 8.14% 7.44% 2018 8.36% 6.59%
2017 6.91% 6.38% 2017 713% 6.15%
2016 4.12% 5.60% 2016 4.33% 711%
2015 6.79% 7.82% 2015 7.01% 9.29%
2014 9.86% 9.36% 2014 10.07% 7.57%
3 Yravg (% p.a.) 6.38% 6.47% 3 Yravg (% p.a.) 6.59% 6.62%
emecst | aame asm JOYSCE asen s

1 Investment markets are uncertain. LGIAsuper sets investment objectives for the investment options and expects to meet or exceed these between half and two thirds of the time.

2 Proxy for salary growth.
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Market update

A look at the 2017/18 Financial Year.

The 2017/18 Financial Year provided solid
returns for diversified investors, marked
by robust global economic growth, the
gradual withdrawal of monetary policy
accommodation and a return of volatility
in equity markets.

Low returns from Cash, Bonds and Alternatives were
offset by strong returns in Property and Equities, both
domestic and global.

OVERVIEW OF 2017/18
LGIASUPER PORTFOLIO
RETURNS BY ASSET CLASS
Returns shown are

before fees and taxes.

13.7%

“ AUSTRALIAN SHARES
[

The Australian share market had a strong year on the
back of the US-led global expansion, with the ASX 300
returning 13.2%. Energy and IT were the top performing
sectors while Telecommunications and Utilities were the
worst performers.

The Financials sector, which accounts for 33% of

the index, returned only 1.7%, partly due to negative
sentiment and uncertainty over potential impacts of the
Royal Commission into misconduct of banks and other
financial services.

LGIAsuper’s Australian Shares sector finished the
financial year with excellent gains of 16.5% before tax
and fees.

>
fINTERNATIONAL SHARES

10.2%

LGlAsuper’s Infrastructure assets generated stellar
returns over the year, supporting the well-diversified
investor. Strong diversification continues to be a key
to LGlAsuper’s success, with our Diversified Growth
and Balanced fund options returning 11.75% and
9.5%, respectively, before fees and taxes.

In an uncertain volatile environment, when broad
markets are expected to generate low investment
returns, it’s important to ensure your investments
are diversified across different markets and sectors.

292% 39% 33% 18%

EEE PROPERTY

LGlAsuper’s highly diversified property portfolio
consists of high quality office buildings, retail shopping
centres and industrial properties around Queensland
and Australia and also abroad. LGIAsuper’s Property
sector finished the year with fully hedged gains of
10.15% before tax and fees.

Supported by low gearing and low vacancy rates, the
domestic property investments provided consistent
rental income streams and strong capital growth. The
most notable investments were the GPT Wholesale
Office Fund which returned 14.1% and the Dexus
Wholesale Property Fund which returned 13.8% over
the 2017/18 Financial Year. In contrast to the domestic
unlisted property investments, our global listed real
estate shares experienced solid returns of 8.0%.

Global Equities performed strongly over 2017/18, with the MSCI World (ex-Australia) Index returning 10.8% in local
currency terms and 15.0% in unhedged Australian dollar terms. Despite the maturing business cycle and escalating
global trade risks, strong equity market returns were experienced virtually across the board, with the notable
exception of Europe, which was impacted by increased geopolitical risk around Italy’s public finances.

The US S&P500 returned 12.2%, Japan’s NIKKEI 225 returned 11.3%, while UK's FTSE 100 only gained 2.7%, and
Europe’s EURO STOXX 50 index fell 1.3%. Hong Kong Equities gained 12.4%, and the Chinese Shanghai Composite
index fell 10.8% for the financial year to June 30. LGIAsuper’s International Shares sector finished the financial year

up 13.7% before fees and taxes.
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o
B INFRASTRUCTURE

Our Infrastructure assets returned a stellar 29.2%
before fees and taxes. While the strong returns

were attributable to extraordinary returns from

our renewable infrastructure allocation, our core
infrastructure assets provided ongoing reliable returns,
which are expected to continue.

LGIAsuper continues to hold and invest in infrastructure
assets predominately in Queensland and Australia, and
also across Asia, the U.S. and Europe. We will continue
to build on this sector over the coming years.

$ ALTERNATIVES
ar

Our investments in Alternatives returned 3.9% for
2017/18 before fees and taxes. The diversification
attributes of the alternatives sector continued to play
a pivotal role in the broader fund.

Returns are traditionally less volatile than the equity
sectors with low correlation, helping to reduce risk and
smooth returns for LGIAsuper’s ready-made options.
Within this sector we invest across three broad themes:
Low Correlation Strategies, Credit Strategies and Real
Asset Strategies.

Looking forward, global growth
appears likely to remain solid, but
faces downside risks, with a maturing
business cycle and escalating

global trade risks as the Trump
administration implements a range
of protectionist policies, including
tari s on imports from China, Mexico,
Canada and the EU.

AUSTRALIAN SHARES
BHP Billiton Ltd

TOP 10 HOLDINGS

RANK

ﬁ DIVERSIFIED FIXED INTEREST

Fixed Interest returns for 2017/18 were low with
Australian Government Bonds returning 3.1%, while
Global Bonds, as measured by the Global-Aggregate
Total Return Index, returned 1.9%.

The Australian 10-year bond yield ended the year
relatively flat, increasing 0.03% to 2.63% over the year.
In contrast, the US 10-year bond yield increased by
0.56% to end the year at 2.86%, rising above the
Australian yield for the first time in 18 years.

% CASH

Given the RBA o cial cash rate is at a record low of
1.5%, set in August 2016, cash returns continued to be
low, returning 1.8% for 2017/18. In response to strong
economic growth and inflation, the US o cial cash
rate, the Federal Funds Rate, was raised three times
during 2017/18 from 1.25% to its current rate of 2.00%.

The Australian dollar traded in the range of US 0.75-
0.80 for the December 2017 half before declining to US
0.74 by the end of June 2018. Over the year the AUD
depreciated 3.7% against the USD and 4.4% against
the currencies of Australia’s major trading partners.

Domestically, the economy’s 3.1% growth for the

12 months to the 2018 March quarter may be sustained
through positive business conditions, non-mining
business investment and public infrastructure
investment. Headwinds include the housing slowdown,
bank lending standards and consumer spending.

The Australian dollar is set to fall as the RBA is likely
to hold the o cial cash rate at 1.5% well into the
2018/19 Financial Year, while the US Fed continues to
raise the o cial cash rate. The outlook for 2018/19,
relative to 2017/18, is likely to feature lower expected
returns and continued volatility.

INTERNATIONAL SHARES

Commonwealth Bank of Australia

Apple Inc
Alphabet Inc

CSL LTD

Microsoft Corp

ANZ Banking Group

Westpac Banking Corporation

Wells Fargo & Co
VISA Inc

Macquarie Group Ltd

Johnson & Johnson

Woolworths Group Ltd

Woodside Petroleum Ltd

AlA Group Ltd

Amazon.com Inc

National Australia Bank

Tencent Holdings Ltd

Transurban Group

o
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Fees and other costs

Actual fees charged for 2017/18*.

— -------

0.47% p.a.

0.42% p.a.

0.49% p.a.

0.47% p.a. 0.42% p.a.

0.32% p.a. 0.23% p.a.

021% p.a. 021% p.a. 021%p.a. 021%p.a. 021%p.a.021%p.a. 0.21%p.a.

0.60%p.a. 057% p.a. 058%p.a. 0.60%p.a. 057%p.a039%p.a 0.23%p.a.

* Includes Asset Consultant, Custody, Direct Administration and Performance Fees

Administration fee rebate

LGlAsuper’s Administration fee is capped at a maximum
amount of $1,575 per annum across all LGIAsuper
accounts you hold during a financial year (excluding

the defined benefit component of Defined Benefit
accounts). If you are charged total Administration fees
above this cap in any financial year, we will rebate the
difference to your active accounts.

Your eligibility for a rebate will be calculated at the end
of each financial year while you hold an account with
LGlAsuper, or at the time you close your last LGIAsuper
account during a financial year.

If you hold more than one LGIAsuper account at the
time the rebate is applied, it will be paid in direct
proportion to the account balance at that time.

Performance fees

Performance fees are paid to some investment
managers when they outperform a set benchmark.
These fees are calculated by comparing the difference
between the benchmark and actual performance for
each investment, and multiplying the outperformance
by the performance bonus rate payable. Performance
fees of approximately $3.4 million were included in the
Investment fees for 2017/18.
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0.03% p.a. 0.90% p.a. 0.48% p.a.

0.39% p.a. 0.42% p.a. 0.69% p.a. 0.22% p.a.

0.21% p.a. 0.21% p.a. 0.21% p.a. 0.21% p.a.

0.10% p.a. 0.19% p.a. 1.61% p.a. 0% p.a.

Fee changes

We report the actual fees in this annual report to
members each year. Administration and Investment
fees only cover the actual costs of administration and
investment management paid out of LGIAsuper, and as
such, may vary from year to year. The actual investment
fees deducted from investment earnings each financial
year are reported to you in the Annual Report to
Members. LGIAsuper may change fees at any time
without your consent.

Before the start of each financial year LGIAsuper
estimates the Investment fees for the year ahead and
these estimates only change where necessary to ensure
costs are covered. LGIAsuper will provide you with 30
days’ prior notice of any increase in the Administration
fee. Any change in the Investment fee or Indirect costs
ratio that is due to an increase in costs or an update to
our estimates will be disclosed on our website.

Deducted from
investment earnings
as they are applied
to your account

Deducted from
investment earnings
as they are applied
to your account

0.21% p.a. 0.21% p.a. 0.21% p.a.

Reduces the

: ® ® investment
Nil 0.19% p.a. 0% p.a. EUTS esried

by LGIAsuper

Indirect costs

Indirect costs are any amounts that we know, or
reasonably ought to know, will directly or indirectly
reduce the return on your investments that are not
charged to your account as a fee, such as transactional
and operational costs, costs of derivatives and
management costs charged by interposed vehicles.

The Indirect costs in the table above are based on the
indirect costs incurred for 2017/18.
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Investment managers

LGIAsuper’s Trustee is responsible for
investing members’ money to achieve
sound returns above inflation over the
long term.

We use an expert asset consultant who assists

in selecting well-known and trusted professional
investment managers who each have a specific area

of investment expertise. We regularly review investment
manager performance and contribution to overall
objectives.

In addition, we ensure external managers comply with
the guidelines, requirements and objectives specified in
their Investment Management Agreements.

LGIAsuper allows managers to use derivatives in order
to hedge risk or increase transactional e ciency.
Investment managers who use derivatives must adopt
an acceptable Derivative Risk Statement that specifies
~ how derivatives are used and what controls are in place.

~ LGIAsuper Trustee also has an Investment Governance
Framework that details its investment policies and
procedures.

LGIAsuper has
100% ownership
in Mildura Citrus
(Victoria)




INVESTMENT MANAGERS INVESTMENT MANAGERS
BY ASSET CLASS $™M % BY ASSET CLASS $M %
AUSTRALIAN EQUITY 1,617 | 13.6% ALTERNATIVES 1,393 11.7%
Acorn 5 0.0% Blue Sky Agriculture Fund 71 0.6%
Eley Griffiths 171 1.4% Bridgewater Pure Alpha Fund Series 2 263 22%
JCP Investment Partners 354 3.0% Controlled Environment o
: Foods Fund LLC 0| 00%
Northcape Capital 368 31% 0o
Wavestone Capital 363 31% Folium Agriculture 17 01%
Parametric Portfolio Associates 356 3.0% Folium Timber 2 0.0%
Greenoak Eur Sec 42 0.4%
INTERNATIONAL EQUITY 4,085 34.3% CGAust Senior Fund 85 0O.7%
Columbus Circle 215 18% Kosciusko LG Multi Strategy Fund 569 4.8%
GTP Bottom Bllllon 194 1.6% LGlASUper Intemal 25 02%
Arternis UK Small Caps 192 16%  Members Equity SMHL 0 00%
Morgan Stanley 186 16% Stone Harbour 141 1.2%
Black Creek 392 3.2% Westbourne Yield Fund No.4 177 1.5%
Parametric Portfolio Associates 753 6.3%
Sanders Capital 403 349  INFRASTRUCTURE 704 5.9%
State Street Global Advisers 1326 11%  Asian Infrastructure Trust 31 0.3%
Sustainable Growth Advisers 423 3.6% EQT Infrastructure 52 0.4%
| Squared Capital 196 1.6%
PROPERTY 1732 14.5% Morgan Stanley Infrastructure Fund 1 0.1%
Altis AREEP 2 3 01% Palisade Investment Partners 414 3.5%
Altis AREEP 3 90  0.8%
Altis QLGS Trust 142 12% SR 37 0.3%
AMP Shopping Centre Fund 159 13%  AMPRIL Balanced Fund 37 03%
AMP Wholesale Office Fund 258 2.2%
Barwon Institutional Healthcare Fund 59 0.5% SRI AUSTRALIAN EQUITIES 111 0.9%
Clearbell Property 47 | 0.4% AMP Sustainable Shares 58 0.5%
Dexus Wholesale Property Fund 139 12% Pendal SRI Australian Equities 531 0.4%
Europa Fund V 36| 0.3%
GPT Wholesale Office Fund 152 13%  DIVERSIFIEDFI 1,531 12.9%
Lend Lease APPF Retail ns | 10%  QICFixed Interest 3| 2.6%
Orion European Real Estate Fund 29 0.2% QIC Australian Government 320 27%
QIC Shopping Centre Fund 167 14%  QCInflation Plus 228| 19%
Rockspring European Partners 0 00% QIC Passive Australia ILB 228 19%
Resolution Global REIT 33] 2.8% Wellihgtoh Global Total Return Fund 251 21%
Goldman Sachs Global Fixed Interest 194 1.6%
CASH 696 5.8%
ANZ 191 1.6%
LGlIAsuper Internal 505 42%
TOTAL FUM 11,905  100%

»
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Other important information

Reserves, taxes and complaints.

Reserves are maintained for operational
risks and to further secure the defined
benefits funds.

General and Operational Risk Reserves

The General Reserve was established to meet significant
capital expenses incurred in the management of the
Fund, any costs of operational errors not met by the
Operational Risk Reserves, or, other significant costs

as determined by the Trustee.

Operational Risk Reserves have been established to
set aside funds to meet possible operational errors
in the future which would otherwise be funded from

investment earnings. LGIAsuper has determined a
target level of 0.30% of funds under management for
the Operational Risk Reserve.

The reserves were initially funded by transfers of
surplus funds from the Insurance Fund and subsequent
funding is by deductions from fund earnings, surplus
administration costs charged to members and
investment earnings on reserve balances.

Reserves for Accumulation Benefit Fund balances are
invested 80% in the Diversified Growth option and

20% in the Balanced option. Reserves for the Defined
Benefits Funds are invested within the Defined Benefits
Funds investment strategy.

ACCUMULATION BENEFITS FUND — OPERATIONAL RISK RESERVE 2018 $M 2017 $M 2016 $M
Balance at 1 July 27.5 25,3 22.2
Plus/minus intra—scheme transfers D — 2.2
Investment income 2.6 2.2 0.9
Balance at 30 June 30.0 27.5 25.3
ACCUMULATION BENEFITS FUND — GENERAL RESERVE

Balance at 1 July 52.9 48.4 31.3
Plus/minus intra—scheme transfers (25.8) 0.2 15.9
Investment income 4.9 4.3 1.2
Balance at 30 June 32.0 52.9 48.4
DEFINED BENEFITS FUNDS — OPERATIONAL RISK RESERVE

Balance at 1 July 4.0 3.8 3.7
Plus/minus intra—scheme transfers — — —
Investment income 0.4 0.2 (ON|
Balance at 30 June 4.4 4.0 3.8
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Tax
Employer contributions and investment earnings are

subject to income tax at the rate of 15%. The full 15% tax

on employer contributions is deducted from members’
accounts. The tax on investment earnings can be less
than 15% due to tax deductions, credits and offsets.

Division 293 tax

An additional 15% tax applies to concessional
contributions if your total annual income is more than

$250,000 in 2017/18. Total income is defined in a similar

way to that for Medicare levy surcharge purposes.

If your total annual income is below the $250,000
threshold before your concessional contributions, but
your concessional contributions push you over the
threshold, the additional 15% tax will only apply to the
contributions above the threshold.

Temporary residents

Temporary residents who permanently leave Australia
may be able to access their superannuation money.

If you are eligible, you can claim your money directly
from LGIAsuper within six months of leaving Australia.

Once six months have passed, LGIAsuper will be
required to transfer your money to the ATO if they
request us to do so. Once transferred to the ATO, your
money will not earn any interest and you will need to
contact the ATO directly for a refund.

LGlAsuper relies on the ASIC class order relief

(CO 09/437), which means we do not have to let you
know if your benefit has been transferred to the ATO
or give you an exit statement.

Complaints

We hope you are satisfied with LGIAsuper and the
service we provide. If you are not satisfied we have
a complaints handling process. You can contact our
Complaints Officer as follows:

post Complaints Officer, LGIAsuper,
GPO Box 264, Brisbane Qld 4001

EMAIL complaints@lgiasuper.com.au
pHONE 1800 444 396
FAX (07) 3244 4344

Privacy

LGlAsuper respects the privacy of your personal
information. We comply with the Australian
Government’s Privacy Act, and only collect the
information we need to look after your account and
keep in touch with you. You can obtain a copy of our
Privacy Policy from our website or call us on

1800 444 396 and we will send you a free copy.

Consolidated financial statements

LGlAsuper’s consolidated financial statements for
the year ended 30 June 2018 and audit report can be
found in Part 2 of the 2018 Annual Report available at
lgiasuper.com.au/annualreport
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Specialist consultants and advisors

We employ a number of external service providers to help the fund
run more e ciently and provide maximum value to our members.

Actuarial advice

Mr J Burnett, Willis Towers Watson

Asset consulting
Willis Towers Watson

Audit — external
PwC

Audit — internal
KPMG

Custodian
JPMorgan Chase Bank

Group life insurer
OnePath

Information services
and technology

Bravura Solutions (Australia)
Brennan IT
Westpac

»
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Investment management

Acorn

Altis

AMP Capital
ANZ

Artemis

Barwon

Black Creek
BlueSky
Bridgewater
Clearbell
Columbus Circle
Dexus

Eley Griffiths
EQT

Equis Funds Group
Goldman Sachs
Greenoak

GTP Bottom Billion
GPT

ICG

| Squared Capital

JCP Investment Partners

K2 Advisors
Lend Lease

Morgan Stanley

Northcape Capital

Orion European Funds
Palisade Investment Partners
Parametric Portfolio Associates
Perpetual Ltd

QIC

Resolution Capital
Rockspring

Sanders Capital

State Street Global Advisers
Sustainable Growth Advisers
Stone Harbour

Wavestone Capital
Wellington

Westbourne Capital

Legal advisors
King & Company Solicitors
Mr S. Fynes—Clinton

Tax advisors
PwC

Trustee insurances broker
AON Risk Services
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