REPORT TO: SUPERANNUATION INVESTMENT SUB-COMMITTEE
OF THE FINANCE COMMITTEE - 17 NOVEMBER 2004

REPORT ON: SOCIALLY RESPONSIBLE INVESTMENT - SIX MONTHLY REPORT
REPORT BY: DEPUTE CHIEF EXECUTIVE (FINANCE)
REPORT NO: 781-2004

1 PURPOSE OF REPORT

This report reviews the progress by the Fund Managers regarding the positive engagement
strategy approved by the Sub-Committee on 23 February 2000.

2 RECOMMENDATIONS

The Sub-Committee is asked to note the information contained within this report with
regard to the activities of the Fund Managers during the six month period ended
30 September 2004.

3 FINANCIAL IMPLICATIONS

There are no financial implications.

4 LOCAL AGENDA 21 IMPLICATIONS

As part of the Fund's policy on Socially Responsible Investment, its investment managers
are required to engage with companies on matters of social responsibility including
Sustainability and the Environment.

5 EQUAL OPPORTUNITIES IMPLICATIONS

The Fund's Socially Responsible Investment policy requires investment managers to
engage with companies regarding their performance in relation to Employee Care and
Human Rights.

6 INTRODUCTION
On 23 February 2000 the Sub-Committee approved a report prepared by Hymans
Robertson, the Fund's consultants that the Fund should adopt a strategy of positive
engagement with the companies in which it invests. The four action areas were identified
as Employee Care, Human Rights, Sustainability and the Environment. This report reviews
how the individual Fund Managers have implemented this.

7 ALLIANCE BERNSTEIN
A summary of engagement activity over the last six months is shown at Appendix 1.

8 BAILLIE GIFFORD

Baillie Gifford have responded to a recent EC consultation document on shareholder rights.
It is hoped this will make it easier for shareholders to exercise their voting rights.

A summary of recent engagement activity is shown at Appendix 2.
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9 FIDELITY

Fidelity's recent activity is shown in Appendix 3.

10 OVERALL CONCLUSION

The submissions by the Fund Managers continue to show that they are devoting significant
resources to this area and by allowing each to use its own means of targeting companies
the Fund has been able to address a wide range of issues.

11 BACKGROUND PAPERS

No background papers, as defined by Section 50D of the Local Government (Scotland) Act
1973 (other than any containing confidential or exempt information) were relied on to any
material extent in preparing the above Report.

DAVID K DORWARD
DEPUTE CHIEF EXECUTIVE (FINANCE) 10 NOVEMBER 2004
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APPENDIX 2

Summary of Major Engagement Activity for Tayside .

Quarter To 30/9/04
Baillie Gifford

Company

Area of Engagement - |Main Topic

Outcome

Adecco

Corporate Governance

Board Structure, anti-takeover device, US
accounting irregularities

Following our letter to the company in March 2004,
encouraging the company to improve its corporate
governance standards, the Chairman wrote to Baillie
Gifford outlining the proposed changes. We are very
pleased that the Board has addressed our concerns.

Adidas Saloman

SRI

Employee care, human rights, and
sustainability (Supply chain management in
developing countries)

Meeting with company. The company appears to
have the procedures in place to monitor its suppliers.
Nevertheless, we have written to the company
asking for further clarification of its approach.

Aegis Group

Corporate Governance

Executives' service contracts

Meeting with Chairman. BG welcome the proposed
changes to the change of control provisions. We are
hoping to meet the Chairman again and the
Remuneration Committee Chairman in Q4 2004,

BG Group

Corporate Governance

Executive remuneration

Letter from Remuneration Committee Chairman.
Company has removed retesting from its Share
Option Scheme. This follows our letter to the
Remuneration Committee Chairman in May 2004.
We welcome the changes.

BHP Billiton

Corporate Governance

Revised remuneration strategy

We met the Remuneration Committee to discuss its
proposals to change the company's remuneration
strategy. The company intends to remove its
Deferred Bonus Scheme and introduce a 5 year
Long Term Incentive Plan. We believe that the
proposals address many of the problems within its
existing remuneration policy. We intend to vote in
favour of the proposals at the AGM.

British
American
Tobacco

SRI

Employee care and sustainability (Supply
Chain Management in developing countries
and the impact of HIV/AIDS)

Following a meeting with the company we wrote to
the Head of Investor Relations to seek clarification of
BAT's supply chain policies and the management of
the risks to its business from HIV/AIDS in India. We
are currently awaiting a response from the company.

Next

Corporate Govemnance

Options to executive directors

Following extensive consultation with the company
BG has said that it will support Next's plans to allow
executives to participate in call options. This is in
light of the incréased competition from private
companies to recruit the company's key executives.
in addition, the cost to Next shareholders from the
options will be capped.

Vodafone

SRI

Sustainability and environment (Adult content
and the impact of 3G phones)

Meeting with CSR Director was a useful update on
the company's CSR progress. Going forward, we
intend to monitor developments‘in its Stakeholder
Perception Survey.
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