Haringey Council

Agenda item:

. Pensions Committee

On 4 December 2007

Report Title: LAPFF membership

Forward Plan reference number: Not applicable

Report of: Chief Financial Officer

Wards(s) affected: All

Report for: Non-Key Decision

1. Purpose

1.1 This report considers whether we should join LAPFF.

2. Introduction by Cabinet Member
2.1 Not applicable.

3. Recommendation
3.1 That we consider joining LAPFF.

Report Authorised by: Gerald Almeroth — Chief Financial Officer

Contact Officer:

John Hardy, Head of Finance-Budgeting, Projects & Treasury (tel no: 020 8489 3726)




4. Chief Financial Officer comments
4.1 The financial implications section of the report sets out the financial position.

5. Head of Legal Services Comments

5.1 The Head of Legal Services has been consulted on the content of this report and
comments that membership of LAPFF, given its composition and purpose, is a
reasonable decision for the Committee to make and one which is within its powers.

6. Local Government (Access to Information) Act 1985
6.1 Report to Pensions Committee on 25 October 2007 on Responsible Investment.

7. Strategic Implications

7.1 Regarding responsible investment we aim to reflect latest thinking on this matter
and having due regard to our fiduciary duty.

8. Financial Implications

8.1  The Chief Financial Officer advises that membership of LAPFF fits in as part of the
approach agreed at Pensions Committee on 25 October 2007.

8.2  The annual cost of becoming a member of LAPFF is £8,460 for one year or £8,250
per annum if agree to join for three years and will be charged to the Pension Fund if
approved. The cost of membership is considered to be reasonable and would be
prudent to incur for the management of the pension fund.

9. Equalities Implications

9.1 None.

10. Consultation
10.1  Not applicable.

11.  Background

11.1 Pensions Committee considered a report on Responsible Investment at their
meeting on 25 October 2007. It was agreed that we consider joining LAPFF once

they have given a presentation to the Committee. The presentation by Keith Bray
from LAPFF was considered earlier on this agenda.
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11.2 | attach in the Appendix the part of the paper presented by our external advisors,
Hymans Robertson, to the last meeting concerning LAPFF, which advised that the
Committee needed to consider whether membership of LAPFF might go some
way towards redressing the shortfall on engagement activity.

11.3 Main benefits of joining LAPFF are as follows and this fits in as part of the
approach agreed at Pensions Committee on 25 October 2007.

Has 44 Local Authorities as members including 12 London Boroughs and
therefore can exert some influence to promote Corporate Social
Responsibility and high standards of corporate governance,

Facilitates commissioning of research and policy analysis of issues more
effectively than individual authorities;

Forum for consultation on shareholder initiatives;

Forum for exchanging information and discussion about investment issues;
Forum to consider issues of common interest. e.g. overseas property
investment.

Improves compliance with Myners principle number 6 regarding activism.

12 Use of Appendices
Extract of report from Hymans Robertson regarding LAPFF.
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HYMANS ROBERTSON LLP

The Local Authority Pension Fund Forum [LAPFF] was established in 1880 to promote the investment interests
of local authority pension funds and to maximise thelr influence as shareholders, whilst promoting corporate
asponsibility and higher standards of corporate governance amongst the companies in which they invest.

The Forum meets guearterly and provides an @pg){}rtm*‘i; for discussion and debate © ¢
investment issues concemned with shareholder responsibilities. However, membership of the Forum does not
impede a fund’s ability to act unilaterally where it is consi {j@f@iﬁ to be in its best interests.

esting Agendas are constructed by members of the Forum‘ which has an Executive Committes comprised of
scted member representatives of Forum members, a (Honorary) Secretary and Treasurer and ifs own part-

& Forum Officer — Keith Bray, a former County Treasurer. Meetings are serviced by PIRC Lid, an
independent research and advisory consultancy that provides services to institulional investors on corporate
govermnance and corporate social responsibility.

The Forum has over 40 LGPS members (ses table) whose pension fund assels tolal about £70 billion.

.

The Forum does undertake some limited engagement activity on governance and SR issues; however, the
level of activity is significantly lower than that provided by the overlay providers describsed above. We suggest
hat it probably will not serve as a substitute for them. However, the Fund should give consideration as o
whether joining LAPFF would assist it in discharging its socially responsible investment responsibilities and the
hest way to do that would be to arrange for a presentation from LAPFF at a fulure meeting. We understand the
fee to join LAPFF would be relatively modest.

October 2007,
NVCLENTHRGYO71018SRIREPORT-CM COMMENTS2.00C
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