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Board
9th October 2009
Board Awayday 
PF 1339 
Item No. 3

Purpose and summary
To provide members with a summary of proposals and actions arising from the away day.
Key issues 
· Investment principles and beliefs were confirmed
· LPFA’s Mission statement and Strategic Objectives remain unchanged
· The ESG workplan for the next year and associated priorities were agreed.
Recommendation:
Members are asked to;
[1]
Approve the investment principles and beliefs
[2]
Approve the Mission Statement and Strategic Objectives
Report date: 1st October 2009
Lead Officer: Mike Taylor
Compliance checks
	Governance issues:
The investment strategy, mission statement and strategy are matters reserved for Board and therefore require ratification at a full meeting. 

The Board awayday event does not constitute a full meeting.
	Equalities impact: 
LPFA’s strategic objectives on CSR aims to ensure the activities of the organisation have a positive impact on society.

	Financial implications:
The financial implications of the strategic programmes will be examined and included in the draft budget – to be received in December 2009.
	Social, environmental, health and ethical issues:
An ESG workplan for the next 12 months has been planned.


	Legal implications:
A draft Strategic Policy Statement must be submitted to the Mayor by 31st Dec 2009.
	Communication issues: 
Communication to staff of the strategic objectives is vital in ensuring they know where the organisation is heading and can contribute to this journey in a tangible way. 


	Risk implications:
Risks associated with the programmes for 2010-11 will be scoped as part of the overall programme documentation.

	Other relevant / supporting documentation:
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1. 
Background

Decisions taken and proposals made at the Board Awayday on 22nd September 2009 require formal ratification since the event did not constitute a formal meeting.

2. 
Investment Principles and Beliefs

LPFA’s investment beliefs and principles were confirmed, as was the overall investment strategy.
Principles:

· Given the duration of our liabilities, we are responsible long term investors

· We wish to encourage environmental, social and governance best practice in the companies in which we invest as we believe this will deliver the best long term returns.

Long Term Investment Beliefs

· Global equities will outperform government bonds and cash

· For LPFA diversification in alternative assets will reduce short term risk without reducing long term returns.

· Global government bonds will be the main hedge of our liabilities underlying the pensioner sub fund but will not form part of the core assets in the active subfund.

3. 
Three Year Strategy

LPFA’s Mission Statement and Strategic Objectives were considered by Board Members, however it was decided to maintain a degree of continuity in this area.

Mission Statement: “To provide an excellent cost effective pensions service to meet the needs of our different customers”

5 strategic objectives 

· Competitive Excellence - to enhance core administration competency whilst ensuring competitive levels of efficiency.

· Valuing our people - to enhance our workforce capability and align incentives and working practices to the needs of the business. 

· Investment Returns - to maintain an investment strategy to meet our liabilities focused on continual monitoring of both investment performance and liability risks.

· Corporate Social Responsibility – to manage LPFA’s business processes to produce an overall positive impact on stakeholders and society.

· Market Focused – to effectively communicate with the marketplace to ensure the delivery of value to customers and a positive return to the pension Fund.

These strategic objectives will be delivered via a number of strategic programmes and projects. Business cases are being scoped and high level outcomes will feature in the draft Strategic Policy Statement which will be submitted to Board on December 17th 2009.

The programmes are likely to be in the following areas;

· Implementing the results of the investment review and ESG 

· Developing the organisation – a continuation of Minerva – embedding Altair, developing a new case management system enhancing processes, systems integration, people development and change management

· Developing the scheme – Sustainability, Pensions Administration Strategy

· Developing the business - ensuring that LPFA is in a strong position to retain current contracts in 18 months time, and pushing forward the plan for growth. Specific projects e.g. TfL, Environment Agency, London framework, partnership with a major public sector service provider.
Action re Special Purpose Vehicle
Investment Committee to receive separate legal advice on their role in the purchase of shares in the special purpose vehicle. This will also include a section on whether Investment Committee would need to approve each contract or only the initial investment.
Action re sustainability: 
Officers to prepare a paper to December Board explaining how LPFA is stepping into the void on the sustainability issue – including some facts and figures and a range of possible solutions such as employee contributions or raising retirement age. 
4.
Responsible Investment (RI) Strategy Review:

1) Articulate RI mission & beliefs

· Action: Provide draft text for discussion at Nov-09 IC meeting

2) Implement basic improvements to web-based RI disclosure

· Action: Provide draft layout for discussion at Nov-09 IC meeting

3) Extend the ESG review to include further reviews of:

a. Voting: focusing on the voting process, options for voting disclosure, vote audits and fund manager overrides etc. 

· Action: For delivery by Q1 2010 IC meeting (existing IC action)

a. Engagement: focusing on the methods available for engagement (in-house, outsourced, fund manager-led, collaboration etc.), the targets & issues, outputs etc.

· Action: For delivery by Q2 2010 IC meeting
4) Develop an asset class ESG best practice template (creates high level guide for developing the LPFA’s expectations across its portfolio…)

· Action: Provide draft template at Q2 2010 IC meeting
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