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Protocol for members of the public wishing to report on meetings of the London
Borough of Havering

Members of the public are entitled to report on meetings of Council, Committees and Cabinet,
except in circumstances where the public have been excluded as permitted by law.

Reporting means:-

¢ filming, photographing or making an audio recording of the proceedings of the meeting;

e using any other means for enabling persons not present to see or hear proceedings at
a meeting as it takes place or later; or

e reporting or providing commentary on proceedings at a meeting, orally or in writing, so
that the report or commentary is available as the meeting takes place or later if the
person is not present.

Anyone present at a meeting as it takes place is not permitted to carry out an oral commentary
or report. This is to prevent the business of the meeting being disrupted.

Anyone attending a meeting is asked to advise Democratic Services staff on 01708 433076
that they wish to report on the meeting and how they wish to do so. This is to enable
employees to guide anyone choosing to report on proceedings to an appropriate place from
which to be able to report effectively.

Members of the public are asked to remain seated throughout the meeting as standing up and
walking around could distract from the business in hand.
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DECLARING INTERESTS FLOWCHART — QUESTIONS TO ASK YOURSELF

What matters are being discussed?

7

D

P Does the business relate to or is it likely to affect a disclosable pecuniary interest. These will include the
interests of a spouse or civil partner (and co-habitees):

| + any employment, office, trade, profession or vocation that they carry on for profit or gain;

= any sponsorship that they receive including contributions to their expenses as a councillor; or the
councillor's election expenses from a Trade Union;
= any land licence or tenancy they have in Havering
« any current contracts leases or tenancies between the Council and them;
+ any current contracts leases or tenancies between the Council and any organisation with land in Havering
in they are a partner, a paid Director, or have a relevant interest in its shares and securities;
+ any organisation which has land or a place of business in Havering and in which they have a relevant interest in its
shares or its securities.
N
o YES Declare Interest and Leave
P Might a decision in relation to that business be reasonably be regarded as affecting (to a greater extent than
E the majority of other Council Tax payers, ratepayers or inhabitants of ward affected by the decision)
R * Your well-being or financial position; or
] » The well-being or financial position of:
o
N o A member of your family or any person with whom you have a close association; or
A - Any person or body who employs or has appeinted such persons, any firm in which they are
a partner, or any company of which they are directors;
L - Any person or body in whom such persons have a beneficial interest in a class of securities
exceeding the nominal value of £25,000;
I
N o Any body of which you are a member or in a position of general control or management and to
T which you are appointed or nominated by your Authority; or
E o Any body exercising functions of a public nature, directed to charitable purposes or whose
R principal includes the influence of public opinion or policy (including any political party or trade union) of which you are a
E member or in a position of general control or management?
S
T —
_ N
You must disclose the fo)
existence and nature of your
personal interests
P
E
c N/
u Would a member of the public, with . )
N knowledge of the relevant facts, You can participate in the
I reasonably regard your personal mesting and vote (or

interest to be so significant that it is NO remain in the room if not a
A likely to prejudice your member of the mesting)
R Y
Y E

]
1 - Does the matter affect your financial position or the financial position of any person or body
N through whom you have a personal interest?
- Does the matter relate to an approval, consent, licence, permission or registration that affects

T you or any person or body with which you have a personal interest? NO
E - Does the matter not fall within one of the exempt categories of decisions?
R Y
E E
S s
T

Speak to Monitoring Officer in advance of the meeting to avoid allegations of

corruption or bias
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AGENDA ITEMS
1 CHAIRMAN'S ANNOUNCEMENTS

The Chairman will announce details of the arrangements in case of fire or other
events that might require the meeting room or building’s evacuation.

2 APOLOGIES FOR ABSENCE AND ANNOUNCEMENT OF SUBSTITUTE
MEMBERS

(if any) - receive
3 DISCLOSURE OF INTERESTS

Members are invited to disclose any interest in any of the items on the agenda at this
point of the meeting.

Members may still disclose any interest in any item at any time prior to the
consideration of the matter.

4 EXCLUSION OF THE PUBLIC

To consider whether the public should now be excluded from the remainder of the
meeting on the grounds that it is likely that, in view of the nature of the business to be
transacted or the nature of the proceedings, if members of the public were present
during those items there would be disclosure to them of exempt information within the
meaning of paragraph 1 of Schedule 12A to the Local Government Act 1972; and, if it
is decided to exclude the public on those grounds, the Committee to resolve
accordingly on the motion of the Chairman.

5 STRATEGIC RATIONALE FOR MANAGING CURRENCY RISK (Pages 1 - 18)

Andrew Beesley
Head of Democratic Services
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PENSIONS (SPECIAL) COMMITTEE 24 July 2019

Subject Heading: Strategic Rationale for Managing
Currency Risk

CMT Lead: Jane West

Report Author and contact details: Christine Sampson
Pension Fund Accountant
01708431745
Christine.sampson@onesource.co.uk

Policy context: In line with Pension Fund’s Investment

Strategy dated November 2017

Financial summary: Mitigate 100% of selected overseas
currency exposure

The subject matter of this report deals with the following Council
Objectives

Communities making Havering [X]

Places making Havering [X]

Opportunities making Havering [X]

Connections making Havering [X]
SUMMARY

In line with progression of the Investment Strategy this report contains a paper
produced by the Fund’'s Investment Advisor, the purpose of this paper is to
outline the strategic rationale for managing currency risk within the Funds
investment strategy and to make a recommendation on the most appropriate
implementation approach.
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RECOMMENDATIONS

That the Committee:

Consider Hymans Managing Currency Risk paper (Appendix A Exempt) and
agrees to:

1) Seek to manage the currency risk associated with investment in Real
Assets and Private Debt;

2) Initially seeks to mitigate US Dollar, Euro and Australian Dollar
exposure only, but extend currency hedging arrangements to include
any further material currency exposures that may arise within the
mandates.

3) Mitigate 100% of selected overseas currency exposure, subject to
gaining comfort on practical consideration.

4) Manage currency risk passively

5) Appoint Russell Investments to implement a currency hedge for the
Fund for an initial four year contract, subject to due diligence and
formal advice on suitability,

6) Ensure future collateral requirements of a currency management
programme are reviewed alongside the review of cashflow
management processes.

REPORT DETAIL

Background

1. The Pensions Committee on the 24 July 2018 agreed that further
considerations be given to the management of currency associated with
the Real Asset mandates. Developments in the Investment Strategy
since that meeting, has resulted in commitments made to three Real
Asset funds and two Private Debt funds, thus adding further impetus to
the need to consider the management of currency risk within the Fund’s
investment strategy.

2. These investments were agreed following a review of the Fund’s
investment strategy, in total c20% of total Fund’s assets will be invested
in non-sterling denominated assets. The primary rationale for these
investments was to access attractive but stable long term returns for the
Fund. A significant proportion of these returns will be driven by income.
The current economic climate provides an environment for currency
movements on the returns from overseas investments to be relatively
volatile in future.
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3.

It has been noted that the currency exposure associated with the Funds
overseas equity is unhedged, the source from equity investing consist of
both income and capital returns, with the latter showing material levels of
short term volatility. Currency management would not be expected to
reduce volatility associated with overseas equity exposure significantly
so it is considered that managing currency risk within the equity
structure is not a priority at this time. It has also been noted that retaining
some unhedged currency exposure (in particular US Dollar) can provide
protection relative to falls in interest rates.

It is suggested that the Fund does not seek to manage currency risk on a
tactical basis; this implies a passive approach would be appropriate and
the management of currency exposure should be regarded only as a risk
management process. A passive approach is usually cheap and simple
to implement, it is believed that Russell Investment offers the most
attractive approach for a currency hedging arrangement.

Currency Management training was provided to members on 11" July
2019.

IMPLICATIONS AND RISKS

Financial implications and risks:

The primary risk associated with the implementation of a currency hedge is one of
liquidity. The Fund will require a process for ensuring that cash calls from the
currency overlay can be met within a timescale of around 10 days from notification.

Gains and losses from the currency hedge would be expected to have an offsetting
effect from currency movements impacting on the value of the Real Assets and
Private Debt mandates, which is not expected to be a rewarded risk over time.
However, given the fixed nature of the investments — particularly the Private Debt
investments — this reduces the risk that currency will erode the capital value of the
Fund’s investments.

Therefore arrangements to meet future collateral requirements of a currency
management programme should be reviewed alongside the review of cash flow
management processes.

In line with procurement rules, contract values less than £99,999 are subject to
obtaining three quotes. These quotes have been set out in Hymans paper attached
(within Appendix 2).

Total currency exposure could reach c. £100m once the Real Assets & Private
Debt mandates are fully funded, at which stage annual fees would equate to c.
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£20,000 per annum. Costs are based on the Fund hedging 100% of the overseas
currency.

If the Fund hedges 100% of currency exposure in Private Debt and 50% of
exposure in Real Assets, the currency exposure to be hedged c£75mil the fees
would reduce to £15,000 per annum

If the Fund hedges 100% of currency exposure in Private Debt and 75% of
exposure in Real Assets, the currency exposure to be hedged c£87m the fees
would be £17,500 per annum.

Given that there is also the potential for the London CIV to develop their currency
management capabilities over the next few years, it is suggested that the initial
contract length will be for 4 years. The total cost expected to be in the region of
£80,000.

Costs arising from the implementation of the currency management contract will be
met from the Pension Fund.

Legal implications and risks:

The Committee has been constituted by the Council to perform the role of
administering authority to manage the London Borough of Havering Local
Government Pension Scheme Fund (LGPS) and as such has legal authority to
make the decisions sought by the recommendations.

Committee Members have a legal responsibility for the prudent and effective
stewardship of LGPS funds, and in more general terms, have a fiduciary duty in the
performance of their functions. Investments or pension’s committee members are
often referred to as quasi-trustees. LGPS quasi-trustees are responsible for the:

« oversight of the management and resourcing of all fund activities

e ensuring the best possible outcome for the fund, employers and members

« ensuring the fund is managed in accordance with legal and regulatory
requirements

o taking decisions in accordance with the standing orders of the
investments or pensions committee

« acting prudently and impartially on behalf of all the beneficiaries ensuring
all decisions are for the benefit of the fund contributors and beneficiaries.

The Local Government Pension Scheme Regulations 2013 provide various powers
and duties to the Administering Authority to manage the pension fund, choice of
Investment managers and the investment and use of fund money including
investment policy and principles

The procurement proposed is not caught by the Public Contract Regulations 2015

by virtue of Regulation 10 which exempts certain investment contracts, although
any award must comply with the requirements of openness and transparency.
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The procurement is for a services contract with an estimated value of £80k. It must
comply with the Council’'s Contracts Procedure Rules relating to contracts of a
value between £25k - £99,999.

The contract for the services should be subject to legal review prior to being
entered into.

Human Resources implications and risks:

None arise from this report.

Equalities implications and risks:

There are no equality implications or risks as a result of this report.

BACKGROUND PAPERS

None
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By virtue of paragraph(s) 3 of Part 1 of Schedule 12A
of the Local Government Act 1972.

Document is Restricted
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