
            

 

Corporate Committee 

 
THURSDAY, 20TH MARCH, 2014 at 19:00 HRS - CIVIC CENTRE, HIGH ROAD, WOOD 
GREEN, N22 8LE. 
 
MEMBERS: Councillors Adje, Amin (Vice-Chair), Diakides, Griffith, Jenks, Khan, Meehan 

(Chair), Whyte, Williams and Wilson 
 
AGENDA 
 
 
1. APOLOGIES (IF ANY)    
 
2. URGENT BUSINESS    
 
 The Chair will consider the admission of any late items of urgent business. (Late 

items will be considered under the agenda items where they appear. New items will 
be dealt with at item 20 for unrestricted items and item 24 for exempt items). 
 

3. DECLARATIONS OF INTEREST    
 
 A member with a disclosable pecuniary interest or a prejudicial interest in a matter 

who attends a meeting of the authority at which the matter is considered: 
 
(i) must disclose the interest at the start of the meeting or when the interest becomes 
apparent, and 
(ii) may not participate in any discussion or vote on the matter and must withdraw 
from the meeting room. 
 
A member who discloses at a meeting a disclosable pecuniary interest which is not 
registered in the Register of Members’ Interests or the subject of a pending 
notification must notify the Monitoring Officer of the interest within 28 days of the 
disclosure. 
 
Disclosable pecuniary interests, personal interests and prejudicial interests are 
defined at Paragraphs 5-7 and Appendix A of the Members’ Code of Conduct. 
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4. DEPUTATIONS / PETITIONS / PRESENTATIONS / QUESTIONS    
 
 To consider any requests received in accordance with Part 4, section B, Paragraph 

29 of the Council’s Constitution. 
 

5. MINUTES  (PAGES 1 - 10)  
 
 To consider and agree the minutes of the meeting held on 28 January 2014. 

 
Note from the Assistant Director of Corporate Governance and Monitoring Officer  
 
When considering items 6, 7, 8, 9 and 10, the Committee will be operating in its 
capacity as “Administering Authority”. When the Committee is operating in its capacity 
as an Administering Authority, Members must have due regard to their duty as quasi-
trustees to act in the best interest of the Pension Fund above all other considerations.  
 

6. FINAL ACTUARIAL VALUATION AND FUNDING STRATEGY STATEMENT  
(PAGES 11 - 88)  

 
 To present final versions of the Actuarial Valuation report and Funding Strategy 

Statement.  
 

7. PENSION FUND STATEMENT OF INVESTMENT PRINCIPLES  (PAGES 89 - 110)  
 
 To request approval of the updated Statement of Investment Principles. 

 
8. PENSION FUND QUARTERLY UPDATE  (PAGES 111 - 126)  
 
 To report the following in respect of the three months to 31st December 2013: 

 

• Investment asset allocation 

• Investment performance 

• Responsible investment activity 

• Budget management 

• Late payment of contributions 

• Communications 
 

9. PENSION FUND: LONDON COLLECTIVE INVESTMENT VEHICLE  (PAGES 127 - 
138)  

 
 To summarise progress in establishing the Collective Investment Vehicle. 
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10. PENSION FUND INVESTMENT IN RECOMMENDED INVESTMENT FUNDS  
(PAGES 139 - 144)  

 
 Allocations to two new asset classes were agreed at the January 2014 meeting and 

officers were delegated to identify suitable investment funds for consideration by the 
Committee.  
 

11. TREASURY MANAGEMENT UPDATE  (PAGES 145 - 150)  
 
 To update the Committee on the treasury management developments since 1st 

January 2014, in particular the recent sale of Icelandic deposits.  
 

12. LOCAL GOVERNMENT PENSION SCHEME - EMPLOYER DISCRETIONS  (PAGES 
151 - 168)  

 
 The Local Government Pension Scheme Regulations 2013 and the Local 

Government Pension Scheme (Transitional Provisions and Savings) Regulations 
2013 come into effect on 1st April 2014. There are some discretionary elements which 
the Council as the Employing Body can exercise. Regulation 60 (as amended by the 
Transitional Regulations) requires the London Borough of Haringey to prepare, 
approve, publish and keep under review changes to the Council’s Policy Statement 
on the exercise of its employer discretions.  
 

13. PAY POLICY STATEMENT 2014/15  (PAGES 169 - 178)  
 
 The council is required to produce an annual Pay Policy Statement to comply with the 

requirements of the Localism Act 2011. The council published its first Pay Policy 
Statement in March 2012. The attached Pay Policy Statement 2014/15 is a slightly 
amended statement from the 2013/14 Pay Policy with updates to the delegations 
regarding Members considering remuneration or severance packages of £100,000 or 
more.  
 

14. SCHOOLS EMPLOYEE CONSULTATIVE GROUP  (PAGES 179 - 186)  
 
 To seek Corporate Committee approval to a revised consultative and negotiating 

group for school based employees.  
 

15. ANNUAL INTERNAL AUDIT PLAN AND STRATEGY 2014/15  (PAGES 187 - 196)  
 
 The Corporate Committee is responsible for reviewing and approving the annual 

internal audit plan as part of its Terms of Reference. In order to facilitate this, a draft 
audit plan for 2014/15, together with the internal audit strategy, is provided for review 
and approval by the Corporate Committee. 
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16. AUDIT LETTERS TO MANAGEMENT AND THOSE CHARGED WITH 
GOVERNANCE - ASSURANCE STATEMENTS TO COMPLY WITH 
INTERNATIONAL AUDITING STANDARDS  (PAGES 197 - 210)  

 
 For the Committee to note the responses set out and propose any amendments that 

may be considered necessary before submission to the auditors.  
 

17. THE AUDIT PLAN  (PAGES 211 - 246)  
 
 Report of Grant Thornton. 

 
18. LOCAL AUDIT AND ACCOUNTABILITY ACT 2014  (PAGES 247 - 252)  
 
 To brief members following the enactment of the Local Audit and Accountability Act 

2014 (The Act). The Act received Royal Assent on the 30 January 2014. 
 

19. DELEGATED DECISIONS, SIGNIFICANT ACTIONS, URGENT ACTIONS  (PAGES 
253 - 260)  

 
 Report of the Assistant Director – Corporate Governance and Monitoring Officer to 

inform the Corporate Committee of non executive delegated decisions, significant 
actions and any urgency decisions taken by the Chair.  
 

20. ANY OTHER BUSINESS OF AN URGENT NATURE    
 
 To consider any items admitted at item 2 above. 

 
21. EXCLUSION OF PRESS AND PUBLIC    
 
 The following items are likely to be subject of a motion to exclude the press and 

public from the meeting as they contain exempt information as defined in Section 
100a of the Local Government Act 1972; paragraphs 1 and 3, information relating to 
any individual and information relating to the business or financial affairs of any 
particular person (including the Authority holding that information).  
 

22. EXEMPT MINUTES  (PAGES 261 - 274)  
 
 To receive the minutes of the Special Committees held on 19 December 2013, 6 

March 2014 and 7 March 2014 and the Council and Employee Joint Consultative 
Committee, held on 10 October 2013. 
 

23. PENSION FUND INVESTMENT IN RECOMMENDED INVESTMENT FUNDS  
(PAGES 275 - 280)  

 
 To consider exempt information pertaining to agenda item 10. 
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24. ANY ITEMS OF EXEMPT URGENT BUSINESS    
 
 
 
Bernie Ryan 
Assistant Director – Corporate Governance and 
Monitoring Officer 
Level 5 
River Park House  
225 High Road  
Wood Green  
London N22 8HQ 
 

Helen Chapman 
Principal Committee Coordinator 
Level 5 
River Park House  
225 High Road  
Wood Green  
London N22 8HQ 
 
Tel: 020 8489 2615 
Email:   helen.chapman@haringey.gov.uk 
 
Wednesday, 12 March 2014 
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MINUTES OF THE CORPORATE COMMITTEE 

TUESDAY, 28 JANUARY 2014 

 
Councillors Adje, Browne, Diakides, Griffith, Jenks, Mallett, Meehan (Chair), 

Whyte, Williams and Wilson 
 

 
Apologies Councillor Amin, Councillor Khan and Michael Jones 

 
 

Also present: Keith Brown 
Roger Melling  
John Raisin  
 

 

MINUTE 
NO. 

 
SUBJECT/DECISION 

ACTION 
BY 

 

CC303.   
 

APOLOGIES (IF ANY)  

 Apologies for absence were received from Cllr Amin, for whom Cllr 
Mallett was substituting, from Cllr Khan, for whom Cllr Browne was 
substituting and from Michael Jones.  
 

 
 

CC304.   
 

URGENT BUSINESS  

 There were no items of urgent business.  
 

 
 

CC305.   
 

DECLARATIONS OF INTEREST  

 There were no declarations of interest.  
 

 
 

CC306.   
 

DEPUTATIONS / PETITIONS / PRESENTATIONS / QUESTIONS  

 There were no such items.  
 

 
 

CC307.   
 

MINUTES  

 RESOLVED 
 
That the minutes of the meeting held on 26 November 2013 be approved 
and signed by the Chair.  
 

 
 

CC308.   
 

PENSION FUND INVESTMENT STRATEGY  

 The Committee considered the report on the Pension Fund’s investment 
strategy, which recommended changes to the Pension Fund’s asset 
allocations, and also that increased property investment be made to 
rebalance the strategic allocation. The recommendations had been 
made following advice received from Mercer since their appointment as 
new Investment Consultant, and discussions held with the Pensions 
Working Group to review the investment strategy. Steve Turner, Mercer, 
addressed the Committee on the changes proposed by Mercer as set 
out in appendix 2 to the report, which would assist the Fund in managing 
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MINUTES OF THE CORPORATE COMMITTEE 

TUESDAY, 28 JANUARY 2014 
 

risk, and improve the funding position over time.  
 
In response to a question from the Committee regarding the risk of 
default in relation to Multi-Asset Credit and Private Debt investments, it 
was reported that risk management would be one of the key criteria used 
in assessing potential fund managers for these areas. In response to a 
specific question relating to investment in infrastructure and the recovery 
of capital in the event of, for example, an airport going into 
administration, it was reported that the amount recovered would depend 
on the terms of any agreement made, but that it was very unlikely that all 
capital investment would be lost in such an instance. It was reported that 
investment would be in a wide range of projects in order to reduce such 
risks, and that the risk of default was reflected in higher returns. Whilst 
no investment was completely risk free, it was reported that 
infrastructure was a low-risk form of debt and that most projects covered 
by this type of investment would be subject to protective regulation.  
 
The Committee asked whether officers accepted the advice contained in 
paragraph 8.1 of the report from Mercer with regard to the need for an 
OJEU exercise. It was reported that advice would be sought from the 
Council’s legal and procurement teams regarding this point, and that this 
advice would be circulated to the Committee for information. In response 
to a question regarding the Pension Fund’s current liquidity, Mr Turner 
advised that Mercer had no concerns regarding the Fund’s level of 
liquidity. 
 
In response to a question from the Committee regarding the costs 
associated with the proposed areas of active management, it was 
reported that while costs varied, an indicative fee would be around 80 
basis points. 
 
Subject to the receipt of the legal and procurement advice regarding the 
OJEU matter, the Committee considered the recommendations of the 
report and it was: 
 
RESOLVED 
 

i) That the strategic asset allocation of the pension fund be 
amended in accordance with appendix 1 to the report;  

 
ii) That additional cash be made available to CBRE to enable the 

property portfolio to be rebalanced to 10% of the total pension 
fund and that disposals are made from the Blackrock equity 
portfolio to finance the additional property investments.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
HoTP / 
AD Fin 

CC309.   
 

DRAFT PENSIONS FUNDING STRATEGY STATEMENT  

 The Committee considered the report on the draft Pensions Funding 
Strategy Statement. The report sought approval for the draft strategy to 
be circulated for consultation with the participating employers, with a 
final report coming back to the Committee at its meeting in March 2014. 
The report summarised the changes to the strategy since it was last 
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MINUTES OF THE CORPORATE COMMITTEE 

TUESDAY, 28 JANUARY 2014 
 

updated in 2011, and it was noted that the main change related to 
academies, in order to bring Haringey in line with the majority of local 
authorities and the approach assumed by Government. It was confirmed 
that changes to the strategy would come into force from 1 April 2014. 
 
The Committee noted that the proposed changes with regard to 
academies could mean an increased contribution rate for schools, and 
asked whether the consultation process would include those schools 
who were considering becoming academies, so that they were aware of 
the potential implications. It was noted that the consultation was for 
existing employers including current academies, but officers agreed that 
this should be widened out to those schools considering becoming 
academies.  
 
In response to a question from the Committee as to whether stabilisation 
measures could have a negative impact on the funding position, officers 
advised that the strategy was financially modelled to ensure a good 
chance of moving towards fully-funded status over time, and that this 
was reviewed on a three-yearly basis so that further modelling could be 
undertaken and adjustments made as necessary. The Committee asked 
whether guidance was issued on responding to the consultation, given 
the technical nature of the documentation; officers confirmed that they 
offered to meet with all employing bodies in order to go through the 
issues with them.  
 
RESOLVED 
 
That the draft Funding Strategy Statement be circulated for consultation 
with pension scheme employers, and those schools considering 
academy status.  
 

 
 
 
 
 
 
 
 
 
 
 
HoTP / 
AD Fin 
 

CC310.   
 

NOVATION OF CBRE INVESTMENT MANAGEMENT AGREEMENT  

 The Committee considered the report seeking approval for the novation 
of the property management agreement to CBRE Global Collective 
Investors UK Limited. 
 
RESOLVED 
 
That the Committee approve the appointment of CBRE Global Collective 
Investors UK Limited as fund manager for the pension fund property 
portfolio in place of CBRE Global Investors (UK Funds) Ltd (formerly 
called Ing Real Estate Management (UK Funds) Ltd) by way of novation 
of the Fund’s existing investment management agreement dated 28 
February 2003. 
 
 

 
 

CC311.   
 

TREASURY MANAGEMENT 2012/13 QUARTER 3 UPDATE  

 The Committee considered the report on the Council’s treasury 
management activities and performance in the quarter to 31st December 
2013. It was reported that £41m of debt had been repaid during the 
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MINUTES OF THE CORPORATE COMMITTEE 

TUESDAY, 28 JANUARY 2014 
 

quarter, the majority of which had been short-term debt at low interest 
rates, but repayment of some longer term debt had led to an annual 
saving for the Council of £2m in interest. The only new borrowing during 
the quarter was reported as a weekend bridging loan, and it was 
anticipated that there may be a need for a further such loan in the 
forthcoming quarter.  
 
In response to a question from the Committee regarding the increase in 
credit risk scores as indicated in paragraph 14.5 of the report, it was 
reported that there had been a significant reduction in balances, most of 
which were held in banks and money market funds from the approved 
counterparty list, rather than the DMO. While this led to an increase in 
the credit risk scores, the much lower level of balances meant that the 
risk of default was significantly lower than previously. It was confirmed 
that the counterparty list was monitored on a regular basis, and that any 
proposed changes to the list were brought to the Committee for approval 
– it was noted that this would be covered as part of the following agenda 
item for this meeting. The Committee asked whether, given the current 
low levels of interest rates, it would be preferable to use the DMO and 
therefore keep the credit risk scores lower, in response to which officers 
advised that the banks and money market funds in use were considered 
safe, and did enable the Council to make some additional income as a 
result of the higher rates they offered.  
 
In response to a question regarding the cost of the bridging loan, it was 
reported that this was very low (at around 0.4% per annum) and enabled 
the Council to keep a low level of cash balances, in line with the 
Treasury Management Strategy. 
 
The Committee noted that the interest payable by the Council appeared 
at its lowest level for some time, and welcomed the reduction in the cost 
of debt that had been reported throughout the year. The Committee 
acknowledged the good work that had been undertaken around treasury 
management by officers over the course of the year.  
 
RESOLVED 
 
That the Treasury Management activity undertaken during the quarter to 
31st December 2013 and the performance achieved be noted.  
 

CC312.   
 

TREASURY MANAGEMENT STRATEGY STATEMENT  

 The Committee considered the report on the proposed Treasury 
Management Strategy Statement and Prudential Indicators for 2014/15 
to 2016/17 (TMSS). The TMSS had been updated since the draft version 
presented to the Committee in November 2013, and now included the 
prudential indicators – this document had been considered by the 
Council’s Overview and Scrutiny Committee, and the Committee was 
asked to recommend the final version of the Strategy to Full Council for 
final approval.  
 
The Committee asked about the possibility of prematurely repaying 
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MINUTES OF THE CORPORATE COMMITTEE 

TUESDAY, 28 JANUARY 2014 
 

loans taken out at higher interest rates, as set out in paragraph 4.11 of 
the Strategy. Officers advised that there was now a significant premium 
payable for early repayment; the Council and its treasury management 
advisors carried out regular calculations as to whether early repayment 
would be financially beneficial to the Council, comparing the interest 
saved with the repayment premium payable, and took action 
accordingly.  
 
In response to a question from the Committee regarding the authorised 
debt limit and operational boundary as indicated in annex 2 of the TMSS, 
and why these were so high compared with the capital budget, officers 
advised that this was a precautionary measure, and that in reality 
expenditure would never come close to this limit. The Committee 
acknowledged the need for some headroom, but asked whether it was 
necessary for this limit to be set so far above what would conceivably be 
required. It was agreed that these figures would be revised downward for 
the final TMSS that went to Full Council for approval.  
 
RESOLVED 
 
That, subject to the requested amendment of the figures for the 
authorised debt limit and operational boundary, the proposed Treasury 
Management Strategy Statement and Prudential Indicators for 2014/15 
to 2016/17 at Appendix 1 of the report be recommended to Full Council 
for approval as part of the Financial Planning report.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
HoTP / 
AD Fin 

CC313.   
 

EXTERNAL AUDIT PROGRESS UPDATE  

 The Committee considered the progress report provided by Grant 
Thornton. With regard to the 2012/13 Audit Certificate and the potential 
objection referred to in the report, it was advised that there had been 
ongoing liaison with the potential objector and that, unless further 
correspondence was received in the interim, it was intended that the 
2012/13 audit be closed at the end of January. The Committee’s 
attention was drawn to Grant Thornton’s report ‘2016 tipping point? 
Challenging the current’ which had recently been published.  
 
In response to a request from the Committee, it was agreed that a report 
on the implications of the Local Audit and Accountability Bill would be 
brought to the next Committee.  
 
The Committee asked whether Grant Thornton had any comments to 
make with regard to income from charging, or business rate collection. 
With regard to income from charging, Paul Dossett, Grant Thornton, 
advised that there had been a useful report produced by the Audit 
Commission on this topic in 2010. While he was unable to comment on 
the position in Haringey specifically, Mr Dossett advised that the Council 
should be reviewing its policies around income from charging, and 
benchmarking against other local authorities on an ongoing basis. Tracie 
Evans advised the Committee that the Council was currently around 
average for London Boroughs, although the proposed freeze in charges 
would mean that the Council was likely to be below average among the 

 
 

Page 5



MINUTES OF THE CORPORATE COMMITTEE 

TUESDAY, 28 JANUARY 2014 
 

London Boroughs for the coming year. With regard to the collection of 
business rates, Mr Dossett advised that, historically, Haringey had a high 
collection rate, with fluctuations in the collection level within reasonable 
expectations. It was noted that the collection of business rates would 
become a more significant issue, as new arrangements came into effect.  
 
The Committee asked about the potential objection with regard to the 
2012/13 Audit Certificate. Mr Dossett advised that such objections were 
relatively infrequent, but that this particular matter was related to a wider 
campaign related to parking issues. It was reported that the Council had 
provided a significant amount of information in response to requests 
from the potential objector, and a decision had been taken that the Audit 
would be closed if nothing further was heard by 31 January 2014.  
 
RESOLVED 
 
That the content of the report be noted.  
 

CC314.   
 

GRANTS CERTIFICATION REPORT - 2012/13  

 The Committee considered the report from Grant Thornton on their 
certification work for 2012/13. As indicated in the executive summary, 
two errors had been identified in the Teachers’ Pension return, which 
were corrected, and the Housing and Council Tax benefits claim was 
qualified as in previous years. While it was not unusual for Housing and 
Council Tax benefit claims to be qualified due to the complexity of this 
area, it was noted that the number of errors had increased compared 
with the previous year. The Council had undertaken additional testing, 
and a recommendation had been made for the Council to determine the 
reasons for the increase in errors within the Housing and Council Tax 
benefits claim and undertake additional training where necessary. 
 
In response to questions regarding the findings in respect of the Housing 
and Council Tax benefits claim, Paul Ellicott, Head of Revenues, 
Benefits and Customer Services, addressed the Committee on the 
background to the errors identified, and the work that was being 
undertaken to address this. Mr Ellicott advised that findings had been 
based on a small sample, and the rate of errors identified was not 
necessarily representative; it was also reported that almost half of the 
sample related to assessments undertaken in the 11/12 financial year, 
which may have affected the rate of errors identified. It was additionally 
noted that, in the current financial climate, such claims had become 
increasingly complex. With regard to quality assurance and checking, Mr 
Ellicott advised that the service had identified a need to increase the 
amount of time spent on quality control – it was noted that officers who 
worked on quality control were the same staff as those working on policy 
change and associated training; with the significant changes in this area 
of work introduced in the past year, more resources had been devoted to 
the areas of policy change and training, and there was a need to 
rebalance workloads to ensure that there was sufficient focus on quality 
control issues.   
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TUESDAY, 28 JANUARY 2014 
 

Paul Dossett, Grant Thornton, advised that quality control processes 
were key to increasing performance in this area and reducing the 
number of errors. It was noted that the Housing and Council Tax benefits 
claims were qualified for most local authorities, and that the number of 
errors identified in Haringey, whilst having increased, was still below the 
threshold for there to be any impact on the level of funding received from 
the Department for Work and Pensions.  It was also noted that the 
additional testing work that the Council had been required to undertake 
had been done very efficiently. In response to a question from the 
Committee regarding whether the Housing and Council Tax benefit claim 
would be unqualified next year if the recommended action was 
completed in line with the action plan at appendix B, Mr Dossett advised 
that there may still be a qualification, however this would be significantly 
shorter.  
 
The Committee sought assurance that there were sufficient resources 
available to undertake the quality assurance work required, in response 
to which Tracie Evans advised that she was working with Paul Ellicott to 
identify where resources could be focussed to best effect; following the 
significant changes that had been implemented over the past year 
affecting the work of this service, management were now in a position to 
review the necessary allocation of resources. In response to a question 
from the Committee as to whether increased IT investment would help to 
address any of the issues, Mr Ellicott advised that the majority of issues 
related to human error rather than system problems.  
 
The Committee asked whether it would be possible to have more regular 
updates on this area of work, and it was agreed that a report would be 
brought back to the Committee in six months’ time.  
 
RESOLVED 
 
That the content of the report be noted.  
 

CC315.   
 

INTERNAL AUDIT QUARTER 3 PROGRESS REPORT  

 The Committee considered the progress report for Internal Audit for 
quarter 3, 2013-14, as circulated. It was noted that this was the last 
internal audit report from Deloitte and Touche, who had been sold to 
Mazars with effect from 1 February 2014 – in the short term, it was 
reported that this would have no impact on the delivery of the internal 
audit service, however it was confirmed that additional contract 
monitoring and review would be undertaken in order to ensure that there 
was no impact on performance and this would be reported on as part of 
the Head of Audit’s Annual Report. With regards to the investigation of 
benefit fraud, Anne Woods, Head of Audit and Risk Management, 
advised that, with the introduction of the DWP’s single fraud investigation 
service that was proposed for introduction within the next two years, 
there would be a gap created as the Council lost its right to investigate 
benefit fraud, but retained the responsibility for administering benefits 
until such time as the Universal Credit system was implemented.  
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The Committee asked about the issues identified regarding the 
procurement audit. Jacquie McGeachie, Interim Head of HR and 
Organisational Development, advised that, prior to her joining the 
organisation, there had been little progress made on the Hays Resource 
Management project, however the project was now at the testing stage, 
and was due to go live next week. In response to a further question from 
the Committee, it was confirmed that the contract with Hays included a 
penalty clause, but that the issues identified were the responsibility of 
the Council, and not Hays. In response to a question from the 
Committee regarding the Data Quality Policy, it was confirmed that the 
updated policy had now been approved. It was agreed that a copy of the 
updated policy be circulated to all Committee Members.  
 
The Committee sought assurance that there had been no incidents that 
Members should be aware of with regards to the public mortuary, and it 
was agreed that the Head of Audit and Risk Management would ask the 
Assistant Director to confirm this to the Committee.  
 
The Committee asked about 14-19 Provision 2013/14 audit, and noted 
the small sample size. It was reported that the nature of this audit was a 
system check, working through every stage of the process, which was 
why sample sizes were relatively small. It was agreed that the Head of 
Audit and Risk Management would confirm with the service what follow-
up action had been undertaken, and would include this within the follow-
up audit report.  
 
In response to a question regarding the performance statistics for benefit 
overpayments recovered, it was reported that while the actual amount 
recovered so far this year was well below the £150k target, there was 
sometimes a time delay in recovering assets. This year, a number of 
people had been issued by the courts with deadlines for the settlement 
of amounts owed, including one payment amounting to £250k, and if 
these were received, the target would be achieved. It was noted that the 
target had been exceeded in the preceding year. The Committee 
questioned the value of targets in this area, however it was felt that 
having targets did help to focus attention on those who had deliberately 
set out to defraud the benefits system in a criminal manner.  
 
With regard to the data on consultants, the Committee sought 
clarification on the use of ‘as and when’ to describe the number of days 
per week worked. It was reported that this related to staff occasionally 
called on for ad hoc pieces of work, for example the additional testing 
required in relation to the Housing and Council Tax benefit claim, as 
reported earlier in the agenda. The Committee asked about the two 
positions in Children and Families which stated ‘waiting for confirmation 
of new end date’, and it was reported that these two contracts had now 
been extended for an additional year, as part of the work on the 
transformation of the adoption and fostering service.  
 
The Committee noted that appointment to a number of senior posts 
would be taking place over the next few weeks.  
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RESOLVED 
 

i) That the Committee note the audit coverage and counter-fraud 
work completed and the actions taken during the quarter to 
ensure audit recommendations are implemented and address the 
outstanding recommendations during the third quarter, 2013/14.  

 
ii) That the Committee note the information received from the HR 

business unit. 
 

CC316.   
 

DELEGATED DECISIONS, SIGNIFICANT ACTIONS, URGENT 
ACTIONS 

 

 The Committee considered the report on delegated decisions, significant 
actions and urgent actions since the last meeting of the Committee.  
 
RESOLVED 
 
That the content of the report be noted.  
 

 
 

CC317.   
 

ANY OTHER BUSINESS OF AN URGENT NATURE  

 There were no new items of urgent business.  
 

 
 

CC318.   
 

EXCLUSION OF PRESS AND PUBLIC  

 RESOLVED 
 
That the press and public be excluded from the meeting for the following 
items as they contain exempt information as defined in Section 100a of 
the Local Government Act 1972; paragraphs 1 and 4, information 
relating to any individual and information relating to any consultations or 
negotiations, or contemplated consultations or negotiations, in 
connection with any labour relations matter arising between the authority 
or a Minister of the Crown and employees of, or office holders under, the 
authority. 
 
 

 
 

CC319.   
 

EXEMPT MINUTES  

 The Committee received the minutes of the Special Committees held on 
28 November 2013 and 6 January 2014.  
 

 
 

CC320.   
 

DELEGATED DECISIONS, SIGNIFICANT ACTIONS, URGENT 
ACTIONS 

 

 The Committee considered exempt information pertaining to agenda 
item 14.  
 

 
 

CC321.   
 

EXEMPT ITEMS OF URGENT BUSINESS  

 There were no exempt items of urgent business.  
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The meeting closed at 9pm.  
 

 
 
 
 
 
 
COUNCILLOR GEORGE MEEHAN 
 
CHAIR 
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Report for: 
 

 
Corporate Committee
20

 

 
Title: 
 

 
Final 
Statement

 

 
Report authorised 
by : 
 

 

Assistant Director 

 

 
Lead Officer: 
 

George Bruce,
Pensions
George.bruce@haringey.gov.uk
020 8489 

 
 

 
Ward(s) affected: N/A 
 

 
1.  Describe the issue under consideration 
 
1.1 Final versions of the Actuarial Valuation report and funding strategy 
 statement are presented
 
2.  Cabinet Member Introduction
 
2.1 Not applicable. 
 
3.  Recommendations 
 
3.1  The Committee 
 schedule of contributions and 
 
4.  Other options considered
 
4.1 None. 
 
5. Background information 
 
5.1 The Actuarial Valuation and Funding Strategy Statements both discuss 
 the measurement of liabilities and the setting of contribution rates.  

                                                                                

 
Corporate Committee 
20th March 2014 

Item 
number 

 
 

 
Final Actuarial Valuation and Funding Strategy 
Statement 

 

 
Assistant Director – Finance (CFO) 

George Bruce, Head of Finance – Treasury & 
Pensions 
George.bruce@haringey.gov.uk 
020 8489 8621 

 
 
Report for Non Key Decision
 

Describe the issue under consideration  

Final versions of the Actuarial Valuation report and funding strategy 
statement are presented. 

Cabinet Member Introduction 

  

Recommendations  

e Committee is invited to note the actuarial valuation report and 
schedule of contributions and agree the Funding Strategy 

Other options considered 

Background information  

Actuarial Valuation and Funding Strategy Statements both discuss 
measurement of liabilities and the setting of contribution rates.  

                                                                                 

Funding Strategy 

Treasury & 

Non Key Decision 

Final versions of the Actuarial Valuation report and funding strategy 

is invited to note the actuarial valuation report and 
Funding Strategy Statement.  

Actuarial Valuation and Funding Strategy Statements both discuss 
measurement of liabilities and the setting of contribution rates.  
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 The FSS determines the approach and the actuarial valuation applies 
 these to determine the required contribution levels. 
 
5.2 Contribution levels are set by the Actuary following consultation with 
 the administering authority and individual employers.   Consultation has 
taken place through the issue of individual employer  results and a draft FSS, 
with meetings held with employers to discuss  both.  These reports are 
presented in their final versions. 
 
6. Comments of the Chief Finance Officer & financial implications  
 
6.1 The Actuary has determined the contribution rates for the next three 
 years on the basis of the methodology and assumptions agreed with 
 the Committee and reflected in the funding strategy  statement. There 
 has been a process of consultation with employers.  No adverse 
 comments were received. 
 
7. Head of Legal Services and Legal Implications  
  
7.1 The Council as administering authority is required under Regulation 36 

of the Administration Regulations 2008 to obtain (a) an actuarial 
valuation of the assets and liabilities of the pension fund, (b) a report by 
the actuary in respect of the valuation and (c) a rates and adjustment 
certificate prepared by an actuary. This must be done every 3 years from 
the 31 March 2010. 

 
7.2 The valuation report mentioned in (b) must contain a statement of the 

demographic assumptions used in making that valuation and these 
assumptions must relate to actual events that have occurred in relation 
to members of the LGPS since the last valuation. 

 
7.3 The rates and adjustment certificate must specify a common employer 

contribution rate and any individual adjustments for each year of the 3 
years period beginning on 1 April. 

 
7.4 Members should note that only the valuation report is contained within 

this report. 
 
7.5 The Funding Strategy Statement was prepared and published under 

Regulation 76A of the Local Government Scheme Regulations 1997.  
Under Regulation 35 of the Local Government Pension Scheme 
(administrations) Regulations 2008, the Administering Authority must 
maintains and reviews the Funding Strategy Statement having regards 
to the Chartered Institute of Public Finance and Accountancy’s guidance 
entitled “Guidance on preparing and Managing a Funding Strategy 
Statement” and to the Fund’s Statement of Investment Principles and to 
consult such persons as it considers appropriate. 
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7.6 The Funding Strategy Statement attached to this report complies with 
 the obligations set out in the Regulations. 
 
8. Equalities and Community Cohesion Comments 
 
8.1 Not applicable. 
 
9. Head of Procurement Comments 
 
 9.1 Not applicable. 
 
10.  Policy Implications  
 
10.1 None. 
 
11.  Use of Appendices 
 
 Appendix 1: Actuarial Valuation Report 
 Appendix 2: Funding Strategy Statement 
 
12  Local Government (Access to Information) Act 1985  
 
12.1 Not applicable.          
 
13. Actuarial Valuation Report 
 
13.1 The pension fund is subject to an actuarial valuation every three years 
 in which the actuary determines the cost of future benefits and also  any 
adjustments required for under or over funding of past service  liabilities. 
 
13.2 The draft actuarial report was considered at the November Committee 
 meeting.  In particular the Committee reviewed the assumptions and 
 methodologies used by the Actuary.  Subsequent to that meeting, 
 schedules of results for individual employers were issued and 
 employers were invited to a meeting held during December in which 
 the Actuary explained the background to the valuation and answered 
 questions on individual results. 
 
13.3 There have been no changes to the report, including assumptions, as 
 a consequence of the consultation process. 
 
13.4 The results in the report are for the fund as a whole and not individual 
 employer.  The final page discloses contributes rates set by the 
 actuary for each employer. 
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13.5 The fund as a whole results remain a deficit of £369 million and a 
 funding level of 70%.  The reported reasons for the movements since 
 March 2011 are as previously discussed. 
 
13.6 The Council contribution levels for the three years from 1 April 2014 
 shown on page 39 are expressed 17.1% of earnings plus a lump sum 
 of £6.9 million rising to £8.6 million.  The Council will pay 23.9% to 
 24.9% in the three years but monitor that the level of deficit 
 contributions meets the level set by the Actuary. 
 
13.7 Only one employer, Age Concern Haringey, has raised concern at the 
 affordability of the contribution levels.  A meeting was held and 
 information requested to support the level payable, which is 
 outstanding.   
 
13.8 The outcome from the Government’s consultation on pooling 
 academies has not been issued.  If pooling with local authorities is 
 offered and accepted, the contribution rates for academies will 
 change. 
 
14. Funding Strategy Statement 
 
14.1 The Funding Strategy Statement (FSS) explains the funding objectives 
 of the Scheme, in particular the measurement of liabilities and setting 
 of contribution levels.  The achievement of the twin objectives of 
 solvency together with stability and affordability of contributions is 
 discussed. 
 
14.2 The Committee agreed at its prior meeting to circulate a draft funding 
 strategy statement  for consultation with employers.  Consultation has 
 taken place, including a meeting on 3rd March 2014.  At the 
 Committee’s request the FSS was sent to all schools. 
 
14.3 No feedback / questions have been received from the consultation 
 and the attached version is unchanged. 
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Hymans Robertson LLP has carried out an actuarial valuation of the London Borough of Haringey Pension Fund 

TBC (

to London Borough of Haringey 

Client and not for any other party; and Hymans Robertson LLP makes no representation or warranties to any 

third party as to the accuracy or completeness of the Report. 

The Report was not prepared for any third party and it will not address the particular interests or concerns of any 

such third party.  The Report is intended to advise our Client on the past service funding position of the Fund at 

31 March 2013 and employer contribution rates from April 2014, and should not be considered a substitute for 

specific advice in relation to other individual circumstances. 

As this Report has not been prepared for a third party, no reliance by any party will be placed on the Report.  It 

follows that there is no duty or liability by Hymans Robertson LLP (or its members, partners, officers, employees 

and agents) to any party other than the named Client.  Hymans Robertson LLP therefore disclaims all liability 

and responsibility arising from any reliance on or use of the Report by any person having access to the Report 

or by anyone who may be informed of the contents of the Report. 

Hymans Robertson LLP is the owner of all intellectual property rights in the Report and the Report is protected 

by copyright laws and treaties around the world.  All rights are reserved. 

The Report must not be used for any commercial purposes unless Hymans Robertson LLP agrees in advance. 
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We have carried out an actuarial valuation of the London Borough of Haringey Pension Fund as at 

31 March 2013.  The results are presented in this report and are briefly summarised below. 

Funding position 

The table below summarises the financial position of the Fund at 31 March 2013 in respect of benefits earned 

by members up to this date. 

 

The increase in deficit reflects the adverse conditions which the Fund has had to contend with since the 

liabilities. 

Contribution rates  

The table below summarises the average employer contribution rate that would be required, based on this 

triennial valuation. 

  

Again, the increase in the total employer contribution rate is primarily due to the decrease in the real gilt yields 

which has increased both the employer future service rate and the past service adjustment. 

The common contribution rate is a theoretical figure  an average across the whole Fund. In practice, each 

employer that participates in the Fund has its own underlying funding position and circumstances, giving rise to 

its own contribution rate requirement. The minimum contributions to be paid by each employer from 1 April 2014 

to 31 March 2017 are shown in the Rates and Adjustment Certificate in Appendix G.  

 

  

31 March 2010 31 March 2013

Past Service Position (£m) (£m)

Past Service Liabilities 960 1,232

Market Value of Assets 664 863

Surplus / (Deficit) (296) (369)

Funding Level 69.2% 70.0%

31 March 2010 31 March 2013

Contribution Rates (% of pay) (% of pay)

Employer future service rate (incl. expenses) 17.3% 20.4%

Past Service Adjustment (20 year spread) 11.2% 15.1%

Total employer contribution rate (incl. expenses) 28.5% 35.5%

Employee contribution rate 6.8% 6.6%

Expenses 0.5% 0.5%
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We have carried out an actuarial valuation of the London Borough of Haringey Pension Fund as at 31 March 

2013. 

 

Purpose 

The main purposes of this valuation are: 

 t 31 March 

2013; 

 to identify the future contributions payable by the employers that participate in the Fund in order to meet 

tives; 

 to enable completion of all relevant certificates and statements in connection with all relevant 

regulations; 

 to comment on the main risks to the Fund that may result in future volatility in the funding position or to 

 

Component reports 

in particular: 

 The data report (mentioned in section 7); 

 The Discussion Document (dated 08 November 2013) which outlined the preliminary assumption 

proposals and whole fund results; 

 The formal agreement by the Administering Authority of the actuarial assumptions used in this 

document, at a meeting dated 26 November 2013; 

 The stabilisation modelling carried out for certain employers, as detailed in our report and presentation 

to the Administering Authority of 5 August 2013; 

 The Funding Strategy Statement, confirming the different contribution rate setting approaches for 

different types of employer or in different circumstances. 

 Note that not all of these documents may be in the public domain.  
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Actuarial assumptions 

Assumptions must be made about the factors affecting the 

assumptions fall into two categories  financial and demographic. 

Demographic assumptions typically try to forecast when benefits will come into payment and what form these 

will take. For example, when members will retire (e.g. at their normal retirement age or earlier), how long they 

will then survive and whether . 

Financial assumptions typically try to anticipate the size of these benefits.  For example, how large mem

final salaries will be at retirement and how their pensions will increase over time.  In addition, the financial 

 

Financial assumptions 

A summary of  

 

* Plus an allowance for promotional pay increases. 

**1% p.a. for 2010/11 and 2011/12, reverting to 5.3% p.a. thereafter. 

Discount rate 

The funding valuation is effectively a planning exercise, to assess the funds needed to meet the benefits as they 

fall due. In order to place a current value on the future benefit payments from the Fund, an assumption about 

future investment returns is req

a suitable rate.  

expected future investment strategy and, in particular, how this strategy is expected to outperform the returns 

from Government bonds over the long term. The additional margin for returns in excess of that available on 

Government bonds is called the Asset Outperformance Assumption (AOA). 

The selection of an appropriate AOA is a matter of judgement and 

investment strategy should always be considered as fully as possible. 

Although there has been a downward shift in the expected returns on risky assets since the 2010 valuation, we 

believe the expected returns in excess of the returns on government bonds to be broadly unchanged since 

2010. Therefore, we are satisfied that an AOA of 1.6% p.a. is a prudent assumption for the purposes of this 

valuation. This results in a discount rate of 4.6% p.a.  

Price inflation / pension increases 

Due to further analysis of the CPI index since 2010, we expect the average long term difference between RPI 

and CPI to be 0.8% p.a. compared with 0.5% p.a. at the 2010 valuation. 

At the previous valuation, the assumption for RPI was derived from market data as the difference between the 

yield on long-dated fixed interest and index-linked government bonds.  At this valuation, we have adopted a 

similar approach.  

Financial assumptions Nominal Real Nominal Real

Discount Rate 6.1% 2.8% 4.6% 2.1%

Salary Increases*   5.3%** 2.0% 4.3% 1.8%

Price Inflation / Pension Increases 3.3% - 2.5% -

31 March 2010 31 March 2013
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Salary increases 

The long term assumption for salary increases is RPI plus 1% p.a. This translates to CPI plus 1.8% p.a. This is 

a change in approach from 2010 where we assumed 1% p.a. for 2 years and RPI plus 1.5% p.a. thereafter. 

We have set a lower long term rate of salary growth to reflect both short term pay constraints and the belief that 

general economic growth and hence pay growth may be at a lower level than historically experienced for a 

prolonged period of time. 

Note that this assumption is made in respect of the general level of salary increases (e.g. as a result of inflation 

and other macroeconomic factors).  We also make a separate allowance for expected pay rises granted in the 

future as a result of promotion. This assumption takes the form of a set of tables which model the expected 

 Appendix E. 

Longevity 

The main demographic assumption to which the valuation results are most sensitive is that relating to the 

 members.  For this valuation, we have adopted assumptions which give the following 

sample average future life expectancies for members: 

  

Further details of the mortality assumptions adopted for this valuation can be found in Appendix E.  Note that 

the figures for actives and deferreds assume that they are aged 45 at the valuation date. 

Assets 

We have taken the assets of the Fund into account at their market value as indicated in the audited accounts for 

the period ended 31 March 2013.  

In our opinion, the basis for placing a value on me consistent with that for valuing the assets - 

both are related to market conditions at the valuation date. 

Demographic assumptions  

We are in the unique position of having a very large local authority data set from which to derive our other 

demographic assumptions. We have analysed the trends and patterns that are present in the membership of 

local authority funds and tailor our demographic assumptions to reflect LGPS experience. 

 

Details of these assumptions are set out in Appendix E. Further commentary on these was included in the 

Discussion Document.   

 
 
Further comments on the assumptions  

As required for Local Government Pension Scheme valuations, our proposed approach to this valuation must 

include a degree of prudence. This has been achieved by explicitly allowing for a margin of prudence in the 

AOA.  

For the avoidance of doubt, we 

future experience. This effectively means that there is a 50% chance that future experience will be better or 

worse than the chosen assumption.  

Assumed life expectancy at age 65 Male Female Male Female

2010 valuation - baseline 21.2 23.8 21.2 23.8

2010 valuation - improvements 23.3 26.1 21.9 24.7

2013 valuation - baseline 19.9 22.5 19.7 22.0

2013 valuation - improvements 24.2 26.5 21.9 24.1

Current PensionersActives & Deferreds
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Taken as a whole, we believe that our proposed assumptions are more prudent than the best estimate. The 

erhaps be 20%, lower than the 

figures shown here.   
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The Administering Authority has prepared a Funding Strategy Statement which sets out its funding objectives 

 

relatively stable employer contribution rate.  These objectives are potentially conflicting.  

Past service 

In assessing the extent to which the past service funding objective was met at the valuation date, we have used 

the actuarial assumptions described in the previous section of this report and funding method described in 

Appendix C.  The table below compares the value of the assets and liabilities at 31 March 2013. The 31 March 

2010 results are also shown for reference. 

liabilities ).  

A funding level of 100% would correspond to the funding objective being met at the valuation date.  

 

 

The main funding o

benefits of £369m.  

 

 

 

 

 

 

 

 

 

Valuation Date 31 March 2010 31 March 2013

Past Service Position (£m) (£m)

Past Service Liabilities

Employees 399 427

Deferred Pensioners 205 293

Pensioners 355 513

Total Liabilities 960 1,232

Market Value of Assets 664 863

Surplus / (Deficit) (296) (369)

Funding Level 69.2% 70.0%
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Summary of changes to the funding position 

The chart below illustrates the factors that caused the funding position to deteriorate between 31 March 2010 

and 31 March 2013: 

Further comments on some of the items in this chart: 

 There is an interest cost of £59m. This is broadly three years of compound interest at 6.1% p.a. applied to 

the previous valuation deficit of £296m. 

 Investment returns being higher than expected since 2010 led to a gain of £51m.  This is roughly the 

difference between the actual and expected three-year return applied to the whole fund assets from the 

previous valuation of £664m, with a further allowance made for cashflows during the period. 

 The impact of the change in demographic assumptions has been a loss of around £4m.   

 The change in mortality assumptions (baseline and improvements) has given rise to a gain of £8m.  This 

is mainly due to the change in assumed baseline longevity.  

 The change in financial conditions between the previous valuation has led to a loss of £137m. This is due 

to a decrease in the real discount rate between 2010 and 2013. This has been partially been offset by the 

0.3% p.a. increase in our assumption of the gap between RPI and CPI. 

 Other experience items, such as changes in the membership data, have served to reduce the deficit at 

this valuation by around £43m. 

 Note that the benefit changes that come into effect as at 1 April 2014 do not change the funding position 

as all past service benefits to 31 March 2014 are protected.  

 

Future service 

We have calculated the average long-term contribution rate that the Fund employers would need to pay to meet 

ll be earned after 31 March 2013 rvice contribution 

(369)

19 

(137)

(20)

28 

(4)

24 

23 

51 

(59)

(296)

(400) (350) (300) (250) (200) (150) (100) (50) 0 50 100

Surplus / (deficit) at this valuation

Other experience items

Change in financial assumptions

Change in longevity improvements assumption

Change in base mortality assumption

Change in demographic assumptions

Actual experience over the period

Contributions greater than cost of accrual

Investment returns higher than expected

Interest on surplus / (deficit)

Surplus / (deficit) at last valuation

£m
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 have used the assumptions set out in the previous section of this report and the method set 

out in Appendix C. The resulting contribution rate is that which should (if the actuarial assumptions about the 

future are bor

is met. The table below details this future service contribution rate for 31 March 2013 and shows the 31 March 

2010 for comparison. 

 

 

Note that the employee contribution rate includes any additional contributions being paid by employees as at 31 

March 2013 into the Fund. This future service contribution rate makes no allowance for the past service deficit in 

the Fund described above.  

The average future service rate for Fund employers is 20.4% of pay. This rate is calculated as at 31 March 2013 

and therefore forms part of the total contribution rate payable by employers from 1 April 2014. Note this rate 

makes an allowance for changes to the benefit structure that take effect from 1 April 2014. In practice, a future 

service rate for each employer has been calculated which is based on their particular circumstances and 

membership profile.  The rate above is an average future service rate for the Fund as a whole.  

Summary of changes to the future service rate 

The chart below illustrates the factors that caused the future service rate to increase between 31 March 2010 

and 31 March 2013: 

 

 

Valuation Date 31 March 2010 31 March 2013

Future service rate % of pay % of pay

Employer future service rate (excl. expenses) 16.9% 19.9%

Expenses 0.5% 0.5%

Total employer future service rate (incl. expenses) 17.3% 20.4%

Employee contribution rate 6.8% 6.6%

20.4%

0.3%

-2.1%

4.7%

0.3%

-0.1%

17.3%

-5.0% 0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

Future service rate at this valuation

Other experience items

Impact of LGPS 2014

Change in financial assumptions

Change in demographic assumptions

Change in mortality assumption

Future service rate at last valuation

% of pay
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As can be seen from this chart, the factors that have had the biggest impact on the future service rate between 

2010 and 2013 are broadly similar to those discussed for the past service position. 

In addition to this, the impact of the LGPS 2014 scheme has resulted in a reduction in contribution rate of 2.1%  

of payroll. 

Total common contribution rate payable 

additional amount to recover the deficit and bring the funding level back to 100% over a period of 20 years, as 

set out in the Funding Strategy Statement. This additional amount is referred to as the past service adjustment. 

The common contribution rate based on the funding position as at 31 March 2013 is detailed below along with 

the results for 31 March 2010: 

 

This does not represent the rate which any one employer is actually required to pay, nor is it the average of the 

actual employer rates.  The actual employer contributions payable from 1 April 2014 are given in Appendix G, 

and these have been devised in line with the Funding Strategy Statement: see section 6.  

 

 
  

Valuation Date 31 March 2010 31 March 2013

Total contribution rate % of pay % of pay

Future service rate (incl. expenses) 17.3% 20.4%

Past service adjustment (20 year spread) 11.2% 15.1%

Total employer contribution rate 28.5% 35.5%
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The valuation results depend critically on the actuarial assumptions that are made about the future of the Fund.  

If all of the assumptions made at this valuation were exactly borne out in practice then the results presented in 

this document would represent the true cost of the Fund as it currently stands at 31 March 2013.  

However, no one can predict the future with certainty and it is unlikely that future experience will exactly match 

all of our assumptions.  The future therefore presents a variety of risks to the Fund and these should be 

considered as part of the valuation process. In particular: 

The main risks to the financial health of the Fund should be identified. 

Where possible, the financial significance of these risks should be quantified. 

Consideration should be given as to how these risks can then be controlled or mitigated. 

These risks should then be monitored to assess whether any mitigation is actually working. 

This section investigates the potential implications of the actuarial assumptions not being borne out in practice. 

Set out below is a brief assessment of the main risks and their effect on the valuation results, beginning with a 

look at the effect of changing the main assumptions and then focusing on the two most significant risks  

namely investment risk and longevity risk. 

Sensitivity of valuation results to changes in assumptions 

The table below gives an indication of the sensitivity of the valuation results to small changes in some of the 

main assumptions used.  

 

 

This is not an exhaustive list of the assumptions used in the valuation. For example, changes to the assumed 

level of withdrawals and ill health retirements will also have an effect on the valuation results.  However, the 

table contains those assumptions that typically are of most interest and have the biggest impact. 

Note that the table shows the effect of changes to each assumption in isolation.  In reality, it is perfectly possible 

for the experience of the Fund to deviate from more than one of our assumptions simultaneously and so the 

precise effect on the funding position is therefore more complex.  

 

 

 

  

Assumption Change Deficit (£m) Future service rate (% of pay)

Discount rate Increases by 0.5% Falls by £109m Falls by 3.2%

Salary increases Increases by 0.5% Rises by £30m No change

Price inflation / pension increases Increases by 0.5% Rises by £089m Rises by 3.6%

Life expectancy Increases by 1 year Rises by £37m Rises by 0.8%

Impact
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Investment risk 

Sensitivity of valuation results to market conditions and investment performance 

As the assets of the Fund are taken at their market value, volatility in investment performance can have an 

immediate and tangible effect on the funding level and deficit.  This is particularly relevant because the Fund is 

invested predominantly in riskier assets such as equities and equity-type investments (e.g. property).   A rise or 

fall in the level of equity markets has a direct impact on the financial position of the Fund, which may seem 

obvious. 

cost).  Here it is the returns available on government bonds that are of crucial importance, as the discount rate 

1.6% p.a.   

The table below shows how the funding level (top), deficit (middle, in £m) and total contribution rate (bottom, as 

% of pay) would vary if investment conditions at 31 March 2013 had been different.  The level of the FTSE 100 

Price index is taken as a suitable proxy for asset performance whilst the index-linked gilt yield is taken as a 

yardstick for the valuation of liabilities. 

 

 
 

The shaded box contains the results for this valuation.  Note that this does not take account of the performance 

of all asset classes held by the Fund (e.g. overseas equities, property, bonds, cash etc.) but it does serve to 

highlight, in broad terms, the sensitivity of the valuation results to investment conditions at the valuation date. 

Note that the scenarios illustrated above are by no means exhaustive.  They should not be taken as the limit of 

how extreme future investment experience could be. The discount rate assumption adopted at this valuation is 

expected to be appropriate over the long term. Short term volatility of equity markets does not invalidate this 

assumption. 

Longevity risk 

The valuation results are also very sensitive to unexpected changes in future longevity.  All else being equal, if 

longevity improves in the future at a faster pace than allowed for in the valuation assumptions, the funding level 

will decline and the required employer contribution rates will increase.  

Recent medical advances, changes in lifestyle and a greater awareness of health-related matters have resulted 

in life expectancy amongst pension fund members improving in recent years at a faster pace than was originally 

foreseen.  It is unknown whether and to what extent such improvements will continue in the future.  
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For the purposes of this valuation, we have selected assumptions that we believe make an appropriate 

allowance for future improvements in longevity, based on the actual experience of the Fund since the previous 

valuation. 

The table below shows how the valuation results at 31 March 2013 are affected by adopting different longevity 

assumptions.  

 

The shaded box contains the results for this valuation. 

Full details of the longevity improvements adopted at this valuation are set out in Appendix E.  

the early and mid 1930s will continue to strengthen for a few more years before tailing off. This is known as 

-  

 

 

 

Again, the range of assumptions shown here is by no means exhaustive and should not be considered as the 

limits of how extreme future longevity experience could be. 

Other risks to consider 

The table below summarises the effect that changes in some of the other valuation assumptions and risk factors 

would have on the funding position.  Note that these are probably unlikely to have a large financial impact on the 

Fund and therefore the analysis is qualitative rather than quantitative. 

 
 

One further risk to consider is the possibility of future changes to Regulations that could materially affect the 

benefits that members become entitled to.  It is difficult to predict the nature of any such changes but it is not 

inconceivable that they could affect not just the cost of benefits earned after the change but could also have a 

retrospective effect on the past service position (as the move from RPI to CPI-based pension increases already 

has). 

Managing the risks 

Whilst there are certain things, such as the performance of investment markets or the life expectancy of 

members, that are not directly within the control of the pension fund, that does not mean that nothing can be 

done to understand them further and to mitigate their effect.  Although these risks are difficult (or impossible) to 

eliminate, steps can be taken to manage them.  

 

 

Longevity assumption Deficit (£m) Future service rate

2010 valuation (296) 17.3%

2013 valuation (with improvements) (369) 20.4%

2013 valuation (further improvements) (419) 21.8%

1 year extra (458) 22.6%

Impact

Factor Funding level Future service rate

Greater level of ill health retirement Decreases Marginal

Reduced level of withdrawals Decreases No change

Rise in average age of employee members Marginal effect Increases

Lower take up of 50:50 option No impact Increases

Impact

Page 29



013 

 

 

March 2014 

 

 

13 2013 VALUATION  VALUATION REPORT 

Ways in which some of these risks can be managed could be: 

 Set aside a specific reserve to act as a cushion against adverse future experience (possibly by selecting 

a set of actuarial assumptions that are deliberately more prudent). 

 Take steps internally to monitor the decisions taken by members and employers (e.g. relating to early / 

ill health retirements or salary increases) in a bid to curtail any adverse impact on the Fund. 

 Pooling certain employers together at the valuation and then setting a single (pooled) contribution rate 

that they will all pay.  This can help to stabilise contribution rates (at the expense of cross-subsidy 

between the employers in the pool during the period between valuations). 

 

employer covenants). 

 Carry out a bespoke analysis of the longevity of Fund members and monitor how this changes over 

time, so that the longevity assumptions at the valuation provide as close a fit as possible to the 

particular experience of the Fund.   

 Undertake an asset-liability modelling exercise that investigates the effect on the Fund of possible 

investment scenarios that may arise in the future.  An assessment can then be made as to whether long 

term, secure employers in the Fund can stabilise their future contribution rates (thus introducing more 

certainty into their future budgets) without jeopardising the long-term health of the Fund. 

 Purchasing ill health liability insurance to mitigate the risk of an ill health retirement impacting on 

solvency and funding level of an individual employer where appropriate. 

 Monitoring different employer characteristics in order to build up a picture of the risks posed. Examples 

include membership movements, cash flow positions and employer events such as cessations. 

We would be delighted to set out in more detail the risks that affect the Fund and discuss with you possible 

strategies for managing them.  
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alongside the following: 

 the Funding Strategy Statement, which in particular highlights how different types of employer in 

different circumstances have their contributions calculated; 

 

strategy); 

 the general governance of the Fund, such as meetings of the Pensions Committee,  decisions 

 

  

 the register of Fund employers. 

Further recommendations 

Valuation frequency 

Under the provisions of the LGPS regulations, the next formal valuation of the Fund is due to be carried out as 

at 31 March 2016.  In light of the uncertainty of future financial conditions, we recommend that the financial 

position of the Fund (and for individual employers in some cases) is monitored by means of interim funding 

reviews in the period up to this next formal valuation.  This will give early warning of changes to funding 

positions and possible contribution rate changes.   

Investment strategy and risk management 

We recommend that the Administering Authority continues to regularly review its investment strategy and 

ongoing risk management programme. 

New employers joining the Fund 

Any new employers or admission bodies joining the Fund should be referred to the Fund actuary for individual 

calculation as to the required level of contribution.  

Additional payments 

Employers may make voluntary additional contributions to recover any shortfall over a shorter period, subject to 

agreement with the Administering Authority and after receiving the relevant actuarial advice. 

Further sums should be paid to the Fund by employers to meet the capital costs of any unreduced early 

retirements, reduced early retirements before age 60 and/or augmentation (i.e. additional membership or 

additional pension) using the methods and factors issued by me from time to time or as otherwise agreed. 

In addition, payments may be required to be made to the Fund by employers to meet the capital costs of any ill-

health retirements that exceed those allowed for within our assumptions.  

Cessations and bulk transfers 

Any Admission Body who ceases to participate in the Fund should be referred to us in accordance with 

Regulation 38 of the Administration Regulations.   

Any bulk movement of scheme members: 

 involving 10 or more scheme members being transferred from or to another LGPS fund, or 
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 involving 2 or more scheme members being transferred from or to a non-LGPS pension arrangement 

should be referred to us to consider the impact on the Fund. 
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Scope 

This document has been requested by and is provided to London Borough of Haringey in its capacity as 

Administering Authority to the London Borough of Haringey Pension Fund.  It has been prepared by Hymans 

Robertson LLP to fulfil the statutory obligations in accordance with regulation 36 of the Administration 

Regulations.  None of the figures should be used for accounting purposes (e.g. under FRS17 or IAS19) or for 

any other purpose (e.g. a termination valuation under Regulation 38(1)). 

This document should not be released or otherwise disclosed to any third party without our prior written consent, 

in which case it should be released in its entirety.  Hymans Robertson LLP accepts no liability to any other party 

unless we have expressly accepted such liability. 

The results of the valuation are dependent on the quality of the data provided to us by the Administering 

Authority for the specific purpose of this valuation.  We have previously issued a separate report confirming that 

the data provided is fit for the purposes of this valuation and have commented on the quality of the data 

provided.  The data used in our calculations is as per our report of 12 November 2013. 

Actuarial Standards 

The following Technical Actuarial Standards
1
 are applicable in relation to this report and have been complied 

with where material: 

TAS R  Reporting;  

TAS D  Data; 

TAS M  Modelling; and 

Pensions TAS. 

 

 

 

 

 

 

 

 

  

 

 

 

 

Douglas Green       Bryan T Chalmers 

Fellow of the Institute and Faculty of Actuaries   Fellow of the Institute and Faculty of Actuaries

   

  

03 March 2014      03 March 2014     

                                                      
1
 Technical Actuarial Standards (TASs) are issued by the Financial Reporting Council (FRC) and set standards for certain items of actuarial 

work, including the information and advice contained in this report. 
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For more details please refer to egy Statement. 

The purpose of the Fund is to provide retirement and death benefits to its members.  It is part of the Local 

Government Pension Scheme (LGPS) and is a multi-employer defined benefit pension scheme.  

Defined benefit pension scheme 

In a defined benefit scheme such as this, the nature of retirement benefits that members are entitled to is known 

in advance.  For example, it is known that members will receive a pension on retirement that is linked to their 

salary and pensionable service according to a pre-determined formula.  

However, the precise cost to the Fund of providing these benefits is not known in advance.  The estimated cost 

of these benefits represents a liability to the Fund and assets must be set aside to meet this.  The relationship 

between the value of the liabilities and the value of the assets must be regularly assessed and monitored to 

ensure that the Fund can fulfil its core objective of providing its members with the retirement benefits that they 

have been promised. 

Liabilities 

T  value placed on the benefits that will be paid in the future to its members (and their 

dependants).  

The precise timing and amount of these benefit payments will depend on future experience, such as when 

members will retire, how long they will live for in retirement and what economic conditions will be like both 

before and after retirement.  Because these factors are not known in advance, assumptions must be made 

about future experience.  The valuation of these liabilities must be regularly updated to reflect the degree to 

which actual experience has been in line with these assumptions.  

Assets 

returns that they generate.  The way these assets are invested is of fundamental importance to the Fund.  The 

Administering Authority.  

As  is regularly re-assessed, this effectively means that the amount of 

assets required to meet them is a moving target. As a result, at any given time the Fund may be technically in 

surplus or in deficit.  

A contribution strategy must be put in place which e

the Fund at a rate which will target the cost of its share of the liabilities in respect of benefits already earned by 

members and those that will be earned in the future. 

The long-term nature of the Fund 

The pension fund is a long-term commitment.  Even if it were to stop admitting new members today, it would still 

be paying out benefits to existing members and dependants for many decades to come.  It is therefore essential 

that the various funding and investment decisions that are taken now recognise this and come together to form 

a coherent long-term strategy. 

In order to assist with these decisions, the Regulations require the Administering Authority to obtain a formal 

valuation of the Fund every three years.  Along with the Funding Strategy Statement, this valuation will help 

determine the funding objectives that will apply from 1 April 2014. 

Page 34



018 

 

 

March 2014 

 

 

18 2013 VALUATION  VALUATION REPORT 

 
Provided below is a brief summary of the non-discretionary benefits that we have taken into account for active 
members at this valuation.  to be 
paid. For further details please see the Regulations.  

 

Provision Benefit Structure To 
31 March 2008 

Benefit Structure From 1 
April 2008 

Benefit Structure From 1 April 2014 

Normal 
retirement 
age (NRA) 

Age 65. 

 

Age 65. 

 Pension Age (minimum 65). 

Earliest 
retirement 
age (ERA) on 
which 
immediate 
unreduced 
benefits can 
be paid on 
voluntary 
retirement 

As per NRA (age 65). 

Protections apply to active members in the scheme 
immediately prior to 1 October 2006 who would have 
been entitled to immediate payment of unreduced 
benefits prior to 65, due to: 

The benefits relating to various segments of scheme 
membership are protected as set out in Schedule 2 
to the Local Government Pension Scheme 
(Transitional Provisions) Regulations 2008 and 
associated GAD guidance.    

 

As per NRA (minimum age 65). 

Protections apply to active members in 
the scheme for pensions earned up to 1 
April 2014, due to: 

a) Accrued benefits relating to pre April 
2014 service at age 65. 

qualifying members. 

c) Members within 10 yrs of existing 
NRA at 1/4/12  no change to when they 
can retire and no decrease in pension 
they receive at existing NRA. 

Member 
contributions 

Officers - 6% of 
pensionable pay 

Manual Workers  5% 
of pensionable pay if 
has protected lower 
rates rights or 6% for 
post 31 March 1998 
entrants or former 
entrants with no 
protected rights. 

Banded rates (5.5%-7.5%) 
depending upon level of full-
time equivalent pay.  A 
mechanism for sharing any 
increased scheme costs 
between employers and 
scheme members is 
included in the LGPS 
regulations. 

Banded rates (5.5%-12.5%) depending 
upon level of actual pay.  A mechanism 
for sharing any increased scheme costs 
between employers and scheme 
members will be included in the LGPS 
regulations in due course. 

Pensionable 
pay 

All salary, wages, fees and other payments in respect 
of the employment, excluding non-contractual 
overtime and some other specified amounts. 

Some scheme members may be covered by special 
agreements. 

Pay including non-contractual overtime 
and additional hours. 

Final pay The pensionable pay in the year up to the date of 
leaving the scheme.  Alternative methods used in 
some cases, e.g. where there has been a break in 
service or a drop in pensionable pay. 

Will be required for the statutory underpin and in 
respect of the final salary link that may apply in 
respect of certain members of the CARE scheme 
who have pre April 2014 accrual. 

N/A 
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Provision Benefit Structure To 
31 March 2008 

Benefit Structure From 1 
April 2008 

Benefit Structure From 1 April 2014 

Period of 
scheme 
membership 

Total years and days of service during which a 
member contributes to the Fund.  (e.g. transfers from 
other pension arrangements, augmentation, or from 
April 2008 the award of additional pension).  For part 
time members, the membership is proportionate with 
regard to their contractual hours and a full time 
equivalent). Additional periods may be granted 
dependent on member circumstances. 

N/A 

Normal 
retirement 
benefits at 
NRA 

Annual Retirement 
Pension - 1/80th of 
final pay for each year 
of scheme 
membership. 

Lump Sum 
Retirement Grant - 
3/80th of final pay for 
each year of scheme 
membership.  

 

 

Scheme membership from 1 
April 2008: 

Annual Retirement Pension 
- 1/60th of final pay for each 
year of scheme 
membership. 

Lump Sum Retirement 
Grant  none except by 
commutation of pension. 

Scheme membership from 1 April 2014: 

Annual Retirement Pension - 1/49th of 
pensionable  pay (or assumed 
pensionable pay) for each year of 
scheme membership. 

Lump Sum Retirement Grant - none 
except by commutation of pension. 

 

 

Option to 
increase 
retirement 
lump sum 
benefit 

In addition to the 
standard retirement 
grant any lump sum is 
to be provided by 
commutation of 
pension (within 
overriding HMRC 
limits).  The terms for 
the conversion of 
pension in to lump 
sum is £12 of lump 
sum for every £1 of 
annual pension 
surrendered.  

  

No automatic lump sum. 
Any lump sum is to be 
provided by commutation of 
pension (within overriding 
HMRC limits).  The terms for 
the conversion of pension in 
to lump sum is £12 of lump 
sum for every £1 of annual 
pension surrendered. 

No automatic lump sum. Any lump sum 
is to be provided by commutation of 
pension (within overriding HMRC limits).  
The terms for the conversion of pension 
in to lump sum is £12 of lump sum for 
every £1 of annual pension surrendered. 

Voluntary 
early 
retirement 
benefits (non 
ill-health) 

On retirement after age 60, subject to reduction on 
account of early payment in some circumstances (in 
accordance with ERA protections). 

On retirement after age 55, subject to 
reduction on account of early payment in 
some circumstances (in accordance with 
ERA protections). 

consent early 
retirement 
benefits (non 
ill-health) 

 

Benefits paid on redundancy or efficiency grounds 
are paid with no actuarial reduction. 

Otherwise, benefits are subject to reduction on 
account of early payment, unless this is waived by 
the employer. 

Benefits paid on redundancy or 
efficiency grounds are paid with no 
actuarial reduction. 

required for a member to retire from age 
55. However, benefits are subject to 
reduction on account of early payment, 
unless this is waived by the employer. 
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Provision Benefit Structure To 
31 March 2008 

Benefit Structure From 1 
April 2008 

Benefit Structure From 1 April 2014 

Ill-health 
benefits 

As a result of 

permanent ill-health 

or incapacity. 

Immediate payment 

of unreduced 

benefits. 

Enhancement to 

scheme membership, 

dependent on actual 

membership.  

Enhancement seldom 

more than 6 years 

243 days.   

 

As a result of permanent ill-

health or incapacity and a 

reduced likelihood of 

obtaining gainful 

employment (local 

government or otherwise) 

before age 65. 

Immediate payment of 

unreduced benefits. 

Enhanced to scheme 

membership, dependent on 

severity of ill health.   

100% of prospective 

membership to age 65 

where no likelihood of 

undertaking any gainful 

employment prior to age 65; 

25% of prospective 

membership to age 65 

where likelihood of obtaining 

gainful employment after 3 

years of leaving, but before 

age 65; or 

0% of prospective 

membership where there is 

a likelihood of undertaking 

gainful employment within 3 

years of leaving employment 

As a result of permanent ill-health or 

incapacity and a reduced likelihood of 

obtaining gainful employment (local 

government or otherwise) before NRA. 

Immediate payment of unreduced 

benefits. 

Enhanced to scheme membership, 

dependent on severity of ill health.   

100% of prospective membership to age 

NRA where no likelihood of undertaking 

any gainful employment prior to age 

NRA; 

25% of prospective membership to age 

NRA where likelihood of obtaining 

gainful employment after 3 years of 

leaving, but before age NRA; or 

0% of prospective membership where 
there is a likelihood of undertaking 
gainful employment within 3 years of 
leaving employment 
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Provision Benefit Structure To 
31 March 2008 

Benefit Structure From 1 
April 2008 

Benefit Structure From 1 April 2014 

Flexible 
retirement 

After 5th April 2006, a 
member who has 
attained the age of 
50, with his 
employer's consent, 
reduces the hours he 
works, or the grade in 
which he is employed, 
may elect in writing to 
the appropriate 
Administering 
Authority that such 
benefits may, with his 
employer's consent, 
be paid to him 
notwithstanding that 
he has not retired 
from that 
employment. 

Benefits are paid 
immediately and 
subject to actuarial 
reduction unless the 
reduction is waived by 
the employer. 

A member who has attained the age of 55 and who, with his employer's 
consent, reduces the hours he works, or the grade in which he is 
employed, may make a request in writing to the appropriate 
Administering Authority to receive all or part of his benefits,  

Benefits are paid immediately and subject to actuarial reduction unless 
the reduction is waived by the employer. 

Pension 
increases arising from the payment of additional voluntary contributions are increased annually.  Pensions 

are increased partially under the Pensions (Increases) Act and partially in accordance with 
statutory requirements (depending on the proportions relating to pre 88 GMP, post 88 GMP and 
excess over GMP). 

Death after 
retirement  of 

one half of the 
member's pension 
(generally post 1 April 
1972 service for 

and post 6 April 1988 
for civil partners) is 
payable; plus   

If the member dies 
within five years of 
retiring and before 
age 75 the balance of 
five years' pension 
payments will be paid 
in the form of a lump 
sum; plus 

Child
may also be payable. 

 

payable at a rate of 1/160th of the member's total membership 
multiplied by final pay 
pension and post 6 April 1988 for civil partners and nominated 
cohabiting partners) is payable; plus   

If the member dies within ten years of retiring and before age 75 the 
balance of ten years' pension payments will be paid in the form of a 
lump sum; plus 

pensions may also be payable. 
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Provision Benefit Structure To 
31 March 2008 

Benefit Structure From 1 
April 2008 

Benefit Structure From 1 April 2014 

Death in 
service 

A lump sum of two 
times final pay;  plus  

A spouse's or civil 

one half of the ill-
health retirement 
pension that would 
have been paid to the 
scheme member if he 
had retired on the day 
of death (generally 
post 1 April 1972 

pension and post 6 
April 1988 for civil 
partners); plus 

may also be payable. 

 

A lump sum of three times final pay; plus 

A s , civil partner  payable at a 
rate of 1/160th of the member's total (augmented to age 65) 
membership  
and post 6 April 1988 for civil partners and nominated cohabiting 
partners), multiplied by final pay; plus 

Chil  

Leaving 
service 
options  

scheme membership, deferred benefits with 
calculation and payment conditions similar to general 
retirement provisions ;  or 

A transfer payment to either a new employer's 
scheme or a suitable insurance policy, equivalent in 
value to the deferred pension; or 

If the member has completed less than three months' 
scheme membership, a return of the member's 
contributions with interest, less a State Scheme 
premium deduction and less tax at the rate of 20%. 

If the member has completed two years 

or more scheme membership, deferred 

benefits with calculation and payment 

conditions similar to general retirement 

provisions ;  or 

A transfer payment to either a new 

employer's scheme or a suitable 

insurance policy, equivalent in value to 

the deferred pension; or 

If the member has completed less than 
two years scheme membership, a return 
of the member's contributions with 
interest, less a State Scheme premium 
deduction and less tax at the rate of 
20%. 

State pension 
scheme  

The Fund is contracted-out of the State Second Pension and the benefits payable to each 
member are guaranteed to be not less than those required to enable the Fund to be contracted-
out. 

Assumed 
pensionable 
pay 

N/A This applies in cases of reduced 
contractual pay (CPP) resulting from 
sickness, child related and reserve 
forces absence, whereby the amount 
added to the CPP is the assumed 
pensionable pay rather than the reduced 
rate of pay actually received. 

50/50 option N/A Optional arrangement allowing 50% of 
main benefits to be accrued on a 50% 
contribution rate. 
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Note: Certain categories of members of the Fund are entitled to benefits that differ from those summarised 

above. 

Discretionary benefits 

The LGPS Regulations give employers a number of discretionary powers.  The effect on benefits or 

contributions as a result of the use of these provisions as currently contained within the Local Government 

Pension Scheme Regulations has been allowed for in this valuation to the extent that this is reflected in the 

membership data provided.  No allowance has been made for the future use of discretionary powers that will be 

contained within the scheme from 1 April 2014.   
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It is important to realise that the actual cost of the pension fund (i.e. how much money it will ultimately have to 

pay out to its members in the form of benefits) is currently unknown.  This cost will not be known with certainty 

until the last benefit is paid to the last pensioner.  The core purpose of this valuation is to estimate what this cost 

will be, so that the Fund can then develop a strategy to meet it.  

Such a valuation can only ever be an estimate  as the future cannot be predicted with certainty.  However, as 

actuaries, we can use our understanding of the Fund and the factors that affect it to determine an anticipated 

cost which is as sensible and realistic as possible.  A decision can then be made as to how much is set aside 

now to meet this anticipated cost.  The pace of this funding can vary according to the level of prudence that is 

built into the valuation method and assumptions. 

For this valuation, as for the previous valuation, our calculations identify separately the expected cost of 

memb

 

Past service 

The principal measurement here is the comparison at the valuation date of the assets (taken at market value) 

-based approach).  By maintaining a link 

to the market in both cases, this helps ensure that the assets and liabilities are valued in a consistent manner.  

 

The funding level is the ratio of assets to liabilities at the valuation date.  A funding level of less/more than 100% 

implies that there is a deficit/surplus in the Fund at the valuation date.  

The funding target is to eliminate any deficit (or surplus) over a specified period and therefore get back to a 

funding level of 100%.  To do so, additional contributions may be required to be paid into the Fund, either via 

past service adjustment. 

Future service 

In addition to benefits that have already been earned by members prior to the valuation date, employee 

members will continue to earn new benefits in the future.  The cost of these new benefits must be met by both 

ture service contribution rate. 

For the valuation results for the Fund as a whole, we have calculated the future service rate as the cost of 

benefits being earned by members over the year following the valuation, taking account of expected future 

salary increases until retirement.  If new entrants are admitted to the Fund to the extent that the overall 

membership profile remains broadly unchanged (and if the actuarial assumptions are unchanged) then the 

future service rate should be reasonably stable.  

This funding method we have used is known as the Projected Unit Method.  As well as the whole fund, it is 

appropriate for individual employers that continue to admit new entrants to the Fund. 
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However, some participating employers may have a policy of not admitting new entrants.  In this case, the 

membership profile will inevitably begin to age.  Under these circumstances, the Projected Unit Method is 

arguably no longer appropriate and will not promote sufficient stability in the future service rate.  For these 

employers, we will adopt a funding method known as the Attained Age Method, which effectively looks at the 

cost of benefits that members will earn over the entirety of their remaining working lifetime (rather than just the 

year following the valuation).  

Combining this future service rate with any past service adjustment required to repay a deficit (or reduce a 

surplus) gives us the total contribution rate.  The total rate for the Fund as a whole is known as the common 

contribution rate.  This is really just a notional figure. In practice, each individual employer will have a 

contribution rate which reflects their own particular circumstances. 

The sensitivity of valuation results 

The aim of this valuation is not only to determine these important figures but also to demonstrate their sensitivity 

to a number of key influences.  This will promote an understanding of how the expected cost of the Fund may 

change in response to uncertain future events (e.g. changes in life expectancy or investment returns).  Please 

refer to section 5 for details of the sensitivity analysis. 
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This section contains a summary of the membership, investment and accounting data provided by the 

Administering Authority for the purposes of this valuation (the corresponding membership and investment data 

from the previous valuation is also shown for reference).  For further details of the data, and the checks and 

amendments performed in the course of this valuation, please refer to our separate report.  

Membership data  whole fund 

Employee members 

*actual pay (not full-time equivalent) 

 

Deferred pensioners 

 

The deferred pension shown includes revaluation up to and including the 2013 Pension Increase Order. The 

 

 

Current pensioners, spouses and children 

 

 

Note that the membership numbers in the table above refer to the number of records provided to us and so will 

include an element of double-counting in respect of any members who are in receipt (or potentially in receipt of) 

more than one benefit. 

 

The average ages are weighted by liability. 

The expected future working lifetime (FWL) indicates the anticipated length of time that the average employee 

member will remain as a contributor to the Fund.  Note that it allows for the possibility of members leaving, 

retiring early or dying before retirement.   

 

Number Pensionable Pay* Number Pensionable Pay*

(£000) (£000)

Total employee membership 6,624 153,647 5,500 126,020

31 March 201331 March 2010

Number Deferred pension Number Deferred pension

(£000) (£000)

Total deferred membership 6,999 12,255 8,258 15,924

31 March 2010 31 March 2013

Number Pension Number Pension

(£000) (£000)

Members 4,910 22,282 5,656 29,956

Dependants 899 2,100 963 2,372

Children 101 112 91 122

Total pensioner members 5,910 24,494 6,710 32,451

31 March 201331 March 2010

Membership Profile

2010 2013 2010 2013

Employees 51.4 51.3 8.3 9.8

Deferred Pensioners 50.8 51.3 - -

Pensioners 66.0 66.3 - -

Average Age (years) FWL (years)

Page 43



027 

 

 

March 2014 

 

 

27 2013 VALUATION  VALUATION REPORT 

Membership data  individual employers 

Emp 
code 

Employer Name 

Employees  Deferreds Pensioners 

Number 
Actual 

Pay 
(£000) 

Number Pension 
(£000) 

Number Pension 
(£000) 

1 Haringey Council 4,149 93,344 7,585 14,220 6,080 29,058 

3 Age Concern Haringey 2 79 5 1 16 63 

4 
Haringey Magistrates Courts 

Committee 0 0 21 67 18 90 

5 
College of Enfield and North East 

London (CHENEL) 152 4,032 240 481 117 610 

6 CSS (Haringey) Ltd 0 0 33 68 49 109 

7 
Haringey Citizens Advice 

Bureaux 7 229 1 10 4 38 

8 Alexandra Palace Trading Co Ltd 3 81 11 55 8 58 

10 Jarvis Workspace FM Ltd 0 0 25 52 18 79 

11 Urban Futures London Ltd 3 185 8 28 0 0 

12 Enterprise Haringey Ltd 0 0 39 104 45 268 

13 Greig City Academy 33 775 26 25 4 12 

15 Trident Safeguards Ltd 0 0 0 0 2 15 

16 Initial Catering Services Ltd 0 0 1 1 1 1 

17 Harrisons Catering Ltd 0 0 1 0 2 3 

18 Homes for Haringey 465 16,095 161 626 127 1,176 

19 John Loughborough 11 227 4 9 1 5 

20 TLC at Coopercroft 14 240 8 5 4 15 

21 OCS Group UK Ltd 0 0 1 0 1 6 

22 Fortismere School 38 805 13 17 7 56 

23 RM Education PLC 0 0 3 6 0 0 

25 Ontime Parking Solutions 0 0 3 12 1 4 

26 ESSL 1 27 0 0 0 0 

27 Veolia (Waste Management) 110 2,371 22 67 11 84 

28 Alexandra Park School 52 1,132 6 5 2 13 

29 Woodside Academy 54 976 3 8 1 4 

30 Eden Free School 5 104 0 0 0 0 

31 Churchill Cleaning 3 32 0 0 1 1 

32 Coleraine 15 185 0 0 0 0 

33 Downhills 19 179 0 0 1 8 

34 Nightingale 24 322 3 4 1 4 

35 Noel Park 40 484 1 0 0 0 

36 Sports and Leisure 68 1,157 2 1 0 0 

37 Cleaning contract 85 560 0 0 0 0 

38 Haringey Sixth Form College 44 861 0 0 0 0 

39 St Pauls All Hallows CofE Infants 20 275 0 0 0 0 

40 St Pauls All Hallows CofE Junior 10 118 0 0 0 0 

41 St Michaels CofE 12 138 1 0 0 0 

42 St Annes CofE 17 210 0 0 0 0 

43 The Green School 12 146 0 0 0 0 

44 Hartsbrook E- ACT Free School 6 144 0 0 0 0 

45 St Thomas More 27 533 0 0 0 0 

100 Actuary Cards 0 0 0 0 144 619 

200 Actuary Cards 2 0 0 31 36 44 52 
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Assets at 31 March 2013 

-purchase Additional Voluntary Contributions) as 

at 31 March 2013 and 31 March 2010 is as follows: 

 

Accounting data  revenue account for the three years to 31 March 2013 

 

Note that the figures above are based on the Fund accounts provided to us for the purposes of this valuation, 

which were fully audited at the time of our valuation calculations.  

Asset class Market Value at 31 March 2010 Allocation Market Value at 31 March 2013 Allocation

(£000) % (£000) %

UK equities 193,806 29% 214,620 25%

UK fixed interest gilts 32,342 5% 0 0%

UK corporate bonds 75,755 11% 0 0%

UK index-linked gilts 40,119 6% 127,780 15%

Overseas equities 238,090 36% 458,417 53%

Overseas bonds 0 0% 0 0%

Property 45,895 7% 47,755 6%

Cash and net current assets 37,679 6% 14,620 2%

Total 663,686 100% 863,192 100%

Consolidated accounts (£000)

31 March 2011 31 March 2012 31 March 2013 Total

Income

Employer - normal contributions 34,140 30,938 29,788 94,866

Employer - additional contributions 0 0 0 0

Employer - early retirement and augmentation strain contributions 852 4,179 2,155 7,186

Employee - normal contributions 10,326 9,198 8,710 28,234

Employee - additional contributions 263 166 109 538

Transfers In Received (including group and individual) 6,034 9,072 4,258 19,364

Other Income 0 0 0 0

Total Income 51,615 53,553 45,020 150,188

Expenditure

Gross Retirement Pensions 25,347 28,525 31,380 85,252

Lump Sum Retirement Benefits 5,989 12,956 7,771 26,716

Death in Service Lump sum 882 520 926 2,328

Death in Deferment Lump Sum 0 0 0 0

Death in Retirement Lump Sum 0 0 0 0

Gross Refund of Contributions 1 1 1 3

Transfers out (including bulk and individual) 7,687 4,231 5,127 17,045

Fees and Expenses 680 651 876 2,207

Total Expenditure 40,586 46,884 46,081 133,551

Net Cashflow 11,029 6,669 -1,061 16,637

Assets at start of year 663,686 720,952 754,948 663,686

Net cashflow 11,029 6,669 -1,061 16,637

Change in value 46,237 27,327 109,305 182,869

Assets at end of year 720,952 754,948 863,192 863,192

Approximate rate of return on assets 6.9% 3.8% 14.5% 27.0%

Year to
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Financial assumptions 

 

*An allowance is also made for promotional pay increases (see table below).  Note that the assumption at 31 March 2013 is actually 1% p.a. 

for 2010/11 and 2011/12, reverting to 5.3% p.a. thereafter. 

Mortality assumptions 

 

We have suggested a longevity improvement assumption based on the latest industry standard and combined 

information from our longevity experts in Club Vita. The start point for the improvements has been based on 

observed death rates in the Club Vita data bank over the period. 

In the short term we have assumed that th

being observed amongst a generation born around the early and mid 1930s will start to tail off, resulting in life 

expectancy increasing less rapidly than has been seen over the last deca  

Financial assumptions 31 March 2010 31 March 2013

(% p.a.) (% p.a.)

Discount rate 6.1% 4.6%

Price inflation 3.8% 3.3%

Pay increases* 5.3% 4.3%

Pension increases:

pension in excess of GMP 3.3% 2.5%

post-88 GMP 2.8% 2.5%

pre-88 GMP 0.0% 0.0%

Revaluation of deferred pension 3.3% 2.5%

Expenses 0.5% 0.5%

Longevity assumptions

Longevity - baseline

CMI Model version used

Longevity - improvements

CMI_2010 

31 March 2013

Proportion of convergence remaining 

at mid point

50%

Vita curves

Long term rate of improvement Period effects:

Period of convergence

CMI core i.e. 40 years for those born in 1947 or later declining linearly to 5 

years for those born in 1912 or earlier.

CMI model core values i.e. 10 years for ages 50 and below and 5 years for 

those aged 95 and above, with linear transition to 20 years for those aged 

between 60 and 80.

1.25% p.a. for men and women.

0% p.a. for men and for women.

Cohort effects:  

Period effects:

Cohort effects:  

Starting rates
CMI calibration based on data from Club Vita using the latest available data 

as at December 2011.
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In the long term (post age 70) we have assumed that increases in life expectancy will stabilise at a rate of 

increase of 1 year per decade for men and women.  This is equivalent to assuming that longer term mortality 

rates will fall at a rate of 1.25% p.a. for men and women. 

Various scaling factors have been applied to the mortality tables to reflect the predicted longevity for each class 

of member and their dependants. Full details of these are available on request. 

As a member of Club Vita, the longevity assumptions that have been adopted at this valuation are a bespoke 

set of VitaCurves that are specifically tailored to fit the membership profile of the Fund.  These curves are based 

on the data you have provided us with for the purposes of this valuation. Full details of these are available on 

request. 

Other demographic valuation assumptions 

Retirements in ill health Allowance has been made for ill-health retirements before 

Normal Pension Age (see table below). 

  

Withdrawals  Allowance has been made for withdrawals from service (see 

table below). 

  

Family details  A varying proportion of members are assumed to be married (or 

have an adult dependant) at retirement or on earlier death.  For 

example, at age 60 this is assumed to be 90% for males and 

85% for females. Husbands are assumed to be 3 years older 

than wives. 

  

Commutation 50% of future retirements elect to exchange pension for 

additional tax free cash up to HMRC limits for service to 1 April 

2008 (equivalent 75% for service from 1 April 2008). 

  

50:50 option 10% of members (uniformly distributed across the age, service 

and salary range) will choose the 50:50 option. 

 

The tables below show details of the assumptions actually used for specimen ages.  The promotional pay scale 

is an annual average for all employees at each age.  It is in addition to the allowance for general pay inflation 

described above.  For membership movements, the percentages represent the probability that an individual at 

each age leaves service within the following twelve months. 
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Death in Service tables: 

 

 

 

  

Age
Male officers 

and Post 98
Male Manuals

Female officers 

and Post 98
Female Manuals

Death Death Death Death

20 0.26 0.32 0.14 0.17

25 0.26 0.32 0.14 0.17

30 0.31 0.38 0.20 0.26

35 0.36 0.45 0.34 0.43

40 0.61 0.77 0.54 0.68

45 1.02 1.28 0.88 1.11

50 1.63 2.04 1.29 1.62

55 2.55 3.19 1.70 2.13

60 4.59 5.74 2.18 2.72

65 7.65 9.56 2.79 3.49

Incidence per 1000 active members per annum

Page 48



032 

 

 

March 2014 

 

 

32 2013 VALUATION  VALUATION REPORT 

Ill Health Early Retirements tables 

Tier 1 

 

Tier 2 

 

Tier 3 

 

 

FT PT FT PT FT PT FT PT

20 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

25 0.00 0.00 0.76 0.60 0.19 0.15 0.99 0.79

30 0.00 0.00 1.39 1.11 0.25 0.20 1.44 1.15

35 0.19 0.15 2.08 1.66 0.50 0.40 1.98 1.58

40 0.32 0.25 3.02 2.42 0.76 0.60 2.88 2.30

45 0.69 0.55 4.16 3.33 1.01 0.81 3.78 3.02

50 1.76 1.41 6.17 4.94 1.89 1.51 5.04 4.03

55 6.91 5.53 14.61 11.69 7.01 5.61 13.54 10.83

60 12.16 9.73 23.42 18.74 14.86 11.89 23.81 19.05

65 23.10 18.48 45.15 36.12 26.71 21.37 45.15 36.12

Age

Incidence for 1000 active members per annum

Male Officers & Post 

98 Males
Male Manuals

Female Officers & Post 

98 Females
Female Manuals

Ill Health Ill Health Ill Health Ill Health

FT PT FT PT FT PT FT PT

20 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

25 0.00 0.00 0.80 0.64 0.20 0.16 1.05 0.84

30 0.00 0.00 1.47 1.18 0.27 0.21 1.53 1.22

35 0.20 0.16 2.21 1.77 0.54 0.43 2.10 1.68

40 0.33 0.27 3.21 2.57 0.80 0.64 3.06 2.45

45 0.74 0.59 4.42 3.53 1.07 0.86 4.02 3.21

50 2.37 1.90 8.31 6.65 2.54 2.03 6.78 5.43

55 5.34 4.27 11.29 9.03 5.42 4.33 10.47 8.37

60 4.58 3.66 8.82 7.05 5.60 4.48 8.96 7.17

65 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Age

Incidence for 1000 active members per annum

Male Officers & Post 98 

Males
Male Manuals

Female Officers & Post 98 

Females
Female Manuals

Ill Health Ill Health Ill Health Ill Health

FT PT FT PT FT PT FT PT

20 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

25 0.00 0.00 0.48 0.38 0.09 0.07 0.55 0.44

30 0.09 0.07 0.77 0.62 0.15 0.12 0.77 0.61

35 0.12 0.10 1.16 0.93 0.30 0.24 1.11 0.88

40 0.21 0.17 1.61 1.29 0.39 0.31 1.53 1.22

45 0.48 0.38 2.32 1.86 0.62 0.50 1.96 1.56

50 0.26 0.21 0.68 0.54 0.24 0.20 0.58 0.46

55 0.37 0.30 0.77 0.61 0.45 0.36 0.76 0.61

60 0.21 0.17 0.42 0.33 0.25 0.20 0.42 0.33

65 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Age

Incidence for 1000 active members per annum

Male Officers & Post 98 

Males
Male Manuals

Female Officers & Post 98 

Females
Female Manuals

Ill Health Ill Health Ill Health Ill Health
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Withdrawal 

 

 

 

 

Promotional salary scale 

 

 

  

FT PT FT PT FT PT FT PT FT PT FT PT

20 304.04 506.74 304.04 506.74 288.39 400.55 288.39 400.55 557.41 1000.00 384.52 640.87

25 200.83 334.72 201.20 335.01 194.07 269.50 194.43 269.79 368.19 736.38 258.74 431.17

30 142.53 237.46 143.05 237.91 162.69 225.89 163.17 226.27 261.24 522.40 216.89 361.38

35 111.38 185.51 112.17 186.19 140.45 194.94 141.07 195.43 204.11 408.11 187.19 311.79

40 89.71 149.31 90.77 150.23 116.92 162.22 117.80 162.92 164.33 328.47 155.80 259.40

45 73.64 122.28 75.03 123.55 96.49 133.73 97.50 134.54 134.71 268.98 128.49 213.73

50 56.96 94.68 57.28 95.02 73.34 101.75 73.60 101.96 104.26 208.28 97.73 162.71

55 49.47 82.09 49.77 82.44 56.73 78.59 56.97 78.78 90.46 180.57 75.53 125.58

60 29.97 49.75 30.13 49.94 26.40 36.55 26.52 36.65 54.81 109.43 35.13 58.39

Age

Incidence for 1000 active members per annum

Male Officers Male Manuals Female Officers Female Manuals Post 98 Males Post 98 Females

Withdrawals Withdrawals Withdrawals Withdrawals Withdrawals Withdrawals

FT PT FT PT FT PT FT PT FT PT FT PT

20 119.85 199.76 119.85 199.76 113.69 157.90 113.69 157.90 219.73 439.46 151.58 252.63

25 79.17 131.95 79.31 132.06 76.50 106.24 76.64 106.35 145.14 290.28 101.99 169.97

30 56.18 93.60 56.39 93.78 64.13 89.05 64.32 89.20 102.98 205.93 85.50 142.46

35 43.90 73.12 44.22 73.40 55.37 76.84 55.61 77.04 80.46 160.88 73.79 122.91

40 35.36 58.85 35.79 59.22 46.09 63.95 46.44 64.22 64.78 129.48 61.42 102.26

45 29.03 48.18 29.59 48.71 38.04 52.72 38.44 53.04 53.10 106.03 50.65 84.25

50 22.45 37.31 22.58 37.46 28.91 40.11 29.01 40.19 41.10 82.10 38.52 64.14

55 19.50 32.35 19.62 32.50 22.36 30.98 22.46 31.06 35.66 71.18 29.77 49.50

60 11.82 19.60 11.88 19.69 10.41 14.41 10.46 14.45 21.61 43.14 13.85 23.02

Age

Incidence for 1000 active members per annum

Male Officers Male Manuals Female Officers Female Manuals Post 98 Males Post 98 Females

Withdrawals Withdrawals Withdrawals Withdrawals Withdrawals Withdrawals

FT PT FT PT FT PT FT PT

20 100 100 100 100 100 100 100 100

25 135 116 100 100 118 105 100 100

30 169 134 100 100 137 111 100 100

35 192 146 100 100 151 116 100 100

40 208 153 100 100 163 121 100 100

45 222 154 100 100 166 122 100 100

50 236 154 100 100 166 122 100 100

55 239 154 100 100 166 122 100 100

60 239 154 100 100 166 122 100 100

65 239 154 100 100 166 122 100 100

Age

Promotional Salary Scales

Male Officers & Post 98 

Males
Male Manuals

Female Officers & Post 

98 Females
Female Manuals
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Post-valuation events 

These valuation results are in effect a snapshot of the Fund as at 31 March 2013.  Since that date, various 

events have had an effect on the financial position of the Fund.  Whilst we have not explicitly altered the 

-

beneficial in understanding the variability of pension funding. 

Investment conditions since 31 March 2013 

In the period from the valuation date to early March 2014, investment markets moved in the following manner: 

 asset returns have been c.3%. 

 long term Government bond yields have risen by more than long term expected price inflation, which is 

likely to have reduced past service liabilities by 4%  

It should be noted that the above is for information only: the figures in this report have all been prepared using 

membership data, audited asset information and market-based assumptions all as at 31 March 2013. In 

particular, we do not propose amending any of the contribution rates listed in the Rates & Adjustments 

Certificate on the basis of these market changes, and all employer contribution rates are based on valuation 

date market conditions. In addition, these rates are finalised within a risk-measured framework as laid out in the 

 

We do not propose altering the FSS to include allowance for post-valuation date market changes, since this 

principle would then need to be adopted for future valuations even if markets had worsened since the valuation 

date (thus increasing contribution rates). Such a change in principle would then obstruct advance planning by 

employers. Only allowing for market changes where these reduced contribution rates, and not where they 

increased the rates, would not be consistent with prudent financial management of the Fund. 

Other events 

Other than investment conditions changes above, I am not aware of any material changes or events occurring 

since the valuation date. 
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In accordance with regulation 36(1) of the Administration Regulations we have made an assessment of the 

contributions that should be paid into the Fund by participating employers for the period 1 April 2014 to 31 

March 2017 in order to maintain the solvency of the Fund. 

The method and assumptions used to calculate the contributions set out in the Rates and Adjustments 

certificate are detailed in the Funding Strategy Statement dated TBC and our report on the actuarial valuation 

dated TBC. 

The required minimum contribution rates are set out in the table below, 
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The Common Rate of Contribution payable by each employing authority under regulation 36(4)(a) of the 

Administration Regulations for the period 1 April 2014 to 31 March 2017 is 35.5% of pensionable pay (as 

defined in Appendix B). 

Individual Adjustments are required under regulation 36(4)(b) of the Administration Regulations for the period 1 

April 2014 to 31 March 2017 resulting in Minimum Total Contribution Rates expressed as a percentage of 

pensionable pay are as set out below. 

The contributions shown include expenses and the expected cost of lump sum death benefits but exclude early 

retirement strain and augmentation costs which are payable by Fund employers in addition.   

 

* Haringey Council and Homes for Haringey will initially pay contributions of 23.9% for 2014/15, 24.4% for 

2015/16 and 24.9% for 2016/17. If these total rates contribute less than the rates certified above (made up of 

a percentage of pay and cash contribution) then the amount to be paid will be adjusted accordingly. This will 

be monitored on a quarterly basis.

Employer Contributions currently

code Employer name being paid in 2013/14 31 March 2015 31 March 2016 31 March 2017

1 Haringey Council (Pool) * 22.9% 17.1% plus £6,905,000 17.1% plus £7,731,000 17.1% plus £8,616,000

3 Age Concern Haringey 33.8% 27.1% plus £62,000 27.1% plus £65,000 27.1% plus £68,000

5 College of Enfield and North East London 17.2% plus £662,000 20.7% plus £412,000 20.7% plus £429,000 20.7% plus £448,000

7 Haringey Citizens Advice Bureaux 21.7% plus £23,000 25.4% plus £54,000 25.4% plus £56,000 25.4% plus £59,000

8 Alexandra Palace Trading Co Ltd 23.0% plus £43,000 27.2% plus £44,000 27.2% plus £46,000 27.2% plus £48,000

11 Urban Futures London Ltd 19.5% plus £30,000 21.6% plus £23,000 21.6% plus £24,000 21.6% plus £25,000

13 Greig City Academy 16.8% plus £8,000 18.9% plus £15,000 18.9% plus £16,000 18.9% plus £16,000

18 Homes for Haringey * 18.3% plus £74,000 20.6% plus £417,000 20.6% plus £435,000 20.6% plus £453,000

19 John Loughborough 18.9% 20.4% 20.4% 20.4%

20 TLC at Coopercroft 25.4% 26.6% 26.6% 26.6%

22 Fortismere School 19.2% plus £27,000 20.4% plus £29,000 20.4% plus £31,000 20.4% plus £32,000

27 Veolia (Waste Management) 22.1% 26.4% 26.4% 26.4%

28 Alexandra Park School 22.1% 22.3% plus £46,000 22.3% plus £48,000 22.3% plus £50,000

29 Woodside Academy 24.8% 20.0% plus £23,000 20.0% plus £24,000 20.0% plus £25,000

30 Eden Free School 22.9% 19.4% 19.4% 19.4%

31 Churchill Cleaning 21.2% 22.9% plus £5,000 22.9% 22.9%

32 Coleraine 26.8% 21.6% plus £7,000 21.6% plus £8,000 21.6% plus £8,000

33 Downhills 27.9% 21.3% plus £8,000 21.3% plus £8,000 21.3% plus £8,000

34 Nightingale 28.5% 22.2% plus £13,000 22.2% plus £14,000 22.2% plus £14,000

35 Noel Park 26.2% 20.8% plus £16,000 20.8% plus £17,000 20.8% plus £18,000

36 Sports and Leisure 20.6% 22.1% 22.1% 22.1%

37 Cleaning contract 25.3% 24.6% 24.6% 24.6%

38 Haringey Sixth Form College 25.5% 18.7% plus £29,000 18.7% plus £31,000 18.7% plus £32,000

39 St Pauls All Hallows CofE Infants 26.3% 23.2% 23.2% 23.2%

40 St Pauls All Hallows CofE Junior 23.1% 23.2% 23.2% 23.2%

41 St Michaels CofE 24.5% 23.2% 23.2% 23.2%

42 St Annes CofE 25.9% 23.2% 23.2% 23.2%

43 Holy Trinity CE Primary School 27.2% 23.2% 23.2% 23.2%

44 Hartsbrook E- ACT Free School 17.6% 16.2% 16.2% 16.2%

45 St Thomas More 30.8% 22.3% plus £30,000 22.3% plus £31,000 22.3% plus £33,000

Minimum Contributions for the Year Ending
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1 Introduction 

1.1 What is this document? 

This is the Funding Strategy Statement (FSS) of the London Borough of Haringey Pension Fund (“the Fund”), 

which is administered by the London Borough of Haringey, (“the Administering Authority”).  

It has been prepared by the Administering Authority in collaboration with the Fund’s actuary, Hymans Robertson 

LLP, and after consultation with the Fund’s employers and advisers.  It is effective from 1 April 2014. 

1.2 What is the London Borough of Haringey Pension Fund? 

The Fund is part of the national Local Government Pension Scheme (LGPS).  The LGPS was set up by the UK 

Government to provide retirement and death benefits for local government employees, and those employed in 

similar or related bodies, across the whole of the UK.  The Administering Authority runs the London Borough of 

Haringey Fund, in effect the LGPS for the Haringey area, to make sure it:  

• receives the proper amount of contributions from employees and employers, and any transfer payments; 

• invests the contributions appropriately, with the aim that the Fund’s assets grow over time with investment 

income and capital growth; 

• uses the assets to pay Fund benefits to the members (as and when they retire, for the rest of their lives), 

and to their dependants (as and when members die), as defined in the LGPS Regulations. Assets are 

also used to pay transfer values and administration costs. 

The roles and responsibilities of the key parties involved in the management of the Fund are summarised in 

Appendix B. 

1.3 Why does the Fund need a Funding Strategy Statement? 

Employees’ benefits are guaranteed by the LGPS Regulations, and do not change with market values or 

employer contributions.  Investment returns will help pay for some of the benefits, but probably not all, and 

certainly with no guarantee.  Employees’ contributions are fixed in those Regulations also, at a level which 

covers only part of the cost of the benefits.   

Therefore, employers need to pay the balance of the cost of delivering the benefits to members and their 

dependants.   

The FSS focuses on how employer liabilities are measured, the pace at which these liabilities are funded, and 

how employers or pools of employers pay for their own liabilities.  This statement sets out how the Administering 

Authority has balanced the conflicting aims of: 

• affordability of employer contributions,  

• transparency of processes,  

• stability of employers’ contributions, and  

• prudence in the funding basis.  

There are also regulatory requirements for an FSS, as given in Appendix A. 

The FSS is a summary of the Fund’s approach to funding its liabilities, and this includes reference to the Fund’s 

other policies; it is not an exhaustive statement of policy on all issues.  The FSS forms part of a framework of 

which includes: 

• the LGPS Regulations; 
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• the Rates and Adjustments Certificate (confirming employer contribution rates for the next three years) 

which can be found in an appendix to the formal valuation report; 

• actuarial factors for valuing individual transfers, early retirement costs and the costs of buying added 

service; and 

• the Fund’s Statement of Investment Principles (see Section 4). 

1.4 How does the Fund and this FSS affect me? 

This depends who you are: 

• a member of the Fund, i.e. a current or former employee, or a dependant: the Fund needs to be sure it is 

collecting and holding enough money so that your benefits are always paid in full; 

• an employer in the Fund (or which is considering joining the Fund): you will want to know how your 

contributions are calculated from time to time, that these are fair by comparison to other employers in the 

Fund, and in what circumstances you might need to pay more.  Note that the FSS applies to all 

employers participating in the Fund; 

• an Elected Member: you will want to be sure that the council balances the need to hold prudent reserves 

for members’ retirement and death benefits, with the other competing demands for council money; 

• a Council Tax payer: your council seeks to strike the balance above, and also to minimise cross-subsidies 

between different generations of taxpayers. 

1.5 What does the FSS aim to do? 

The FSS sets out the funding strategy objectives, which are:  

• to ensure the long-term solvency of the Fund, using a prudent long term view.  This will ensure that 

sufficient funds are available to meet all members’/dependants’ benefits as they fall due for payment; 

• to ensure that employer contribution rates are reasonably stable where appropriate; 

• to minimise the long-term cash contributions which employers need to pay to the Fund, by recognising 

the link between assets and liabilities and adopting an investment strategy which balances risk and return 

(NB this will also minimise the costs to be borne by Council Tax payers); 

• to reflect the different characteristics of different employers in determining contribution rates.  This 

involves the Fund having a clear and transparent funding strategy to demonstrate how each employer 

can best meet its own liabilities over future years; and 

• to use reasonable measures to reduce the risk to other employers and ultimately to the Council Tax payer 

from an employer defaulting on its pension obligations. 

1.6 How do I find my way around this document? 

In Section 2 there is a brief introduction to some of the main principles behind funding, i.e. deciding how much 

an employer should contribute to the Fund from time to time. 

In Section 3 we outline how the Fund calculates the contributions payable by different employers in different 

situations. 

In Section 4 we show how the funding strategy is linked with the Fund’s investment strategy. 

In the Appendices we cover various issues in more detail: 

A. the regulatory background, including how and when the FSS is reviewed, 
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B. who is responsible for what, 

C. what issues the Fund needs to monitor, and how it manages its risks, 

D. some more details about the actuarial calculations required, 

E. the assumptions which the Fund actuary currently makes about the future, 

F. a glossary explaining the technical terms occasionally used here. 

If you have any other queries please contact George Bruce, Head of Finance: Treasury & Pensions in the first 

instance at e-mail address george.bruce@haringey.gov.uk or on telephone number 02084893726. 
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2 Basic Funding issues 

(More detailed and extensive descriptions are given in Appendix D). 

2.1 How does the actuary calculate a contribution rate? 

Employer contributions are normally made up of two elements: 

a) the estimated cost of future benefits being built up from year to year,  referred to as the “future service 

rate”; plus 

b) an adjustment for the difference between the assets built up to date and the value of past service 

benefits, referred to as the “past service adjustment”.  If there is a deficit the past service adjustment will 

be an increase in the employer’s total contribution; if there is a surplus there may be a reduction in the 

employer’s total contribution.  Any past service adjustment will aim to return the employer to full funding 

over an appropriate period (the “deficit recovery period”). 

2.2 How is a deficit (or surplus) calculated? 

An employer’s “funding level” is defined as the ratio of: 

• the market value of the employer’s share of assets, to  

• the value placed by the actuary on the benefits built up to date for the employer’s employees and ex-

employees (the “liabilities”).  The Fund actuary agrees with the Administering Authority the assumptions 

to be used in calculating this value. 

If this is less than 100% then it means the employer has a shortfall, which is the employer’s deficit; if it is more 

than 100% then the employer is said to be in surplus.  The amount of deficit or shortfall is the difference 

between the asset value and the liabilities value. 

A larger deficit will give rise to higher employer contributions. If a deficit is spread over a longer period then the 

annual employer cost is lower than if it is spread over a shorter period. 

2.3 How are contribution rates calculated for different employers? 

The Fund’s actuary is required by the Regulations to report the Common Contribution Rate, for all employers 

collectively at each triennial valuation, combining items (a) and (b) above.  This is based on actuarial 

assumptions about the likelihood, size and timing of benefit payments to be made from the Fund in the future, 

as outlined in Appendix E. 

The Fund’s actuary is also required to adjust the Common Contribution Rate for circumstances specific to each 

individual employer.  The sorts of specific circumstances which are considered are discussed in Section 3.  It is 

this adjusted contribution rate which the employer is actually required to pay, and the rates for all employers are 

shown in the Fund’s Rates and Adjustments Certificate.   

In effect, the Common Contribution Rate is a notional quantity, as it is unlikely that any employer will pay that 

exact rate.  Separate future service rates are calculated for each employer together with individual past service 

adjustments according to employer-specific circumstances.  

Details of the outcome of the Actuarial Valuation as at 31 March 2013 can be found in the formal valuation 

report dated [TBC], including an analysis at Fund Level of the Common Contribution Rate.  Further details of 

individual employer contribution rates can also be found in the formal report. 
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2.4 What else might affect the employer’s contribution? 

Employer covenant and likely term of membership are also considered when setting contributions: more details 

are given in Section 3. 

For some employers it may be agreed to pool contributions, see 3.4.  

Any costs of non ill-health early retirements must be paid by the employer, see 3.6. 

If an employer is approaching the end of its participation in the Fund then its contributions may be amended 

appropriately, so that the assets meet (as closely as possible) the value of its liabilities in the Fund when its 

participation ends. 

Employers’ contributions are expressed as minima, with employers able to pay contributions at a higher rate.  

Account of the higher rate will be taken by the Fund Actuary at subsequent valuations. 

2.5 What different types of employer participate in the Fund? 

Historically the LGPS was intended for local authority employees only.  However over the years, with the 

diversification and changes to delivery of local services, many more types and numbers of employers now 

participate.  There are currently more employers in the Fund than ever before, a significant part of this being 

due to new academies.  

In essence, participation in the LGPS is open to public sector employers providing some form of service to the 

local community. Whilst the majority of members will be local authority employees (and ex-employees), the 

majority of participating employers are those providing services in place of (or alongside) local authority 

services: academy schools, contractors, housing associations, charities, etc. 

The LGPS Regulations define various types of employer as follows: 

Scheduled bodies – The Council and other specified employers such as academies and further education 

establishments.  These must provide access to the LGPS in respect of their employees who are not eligible to 

join another public sector scheme (such as the Teachers Scheme).  These employers are so-called because 

they are specified in a schedule to the LGPS Regulations.     

It is now possible for Local Education Authority schools to convert to academy status, and for other forms of 

school (such as Free Schools) to be established under the academies legislation. All such academies, as 

employers of non-teaching staff, become separate new employers in the Fund.  As academies are defined in 

the LGPS Regulations as “Scheduled Bodies”, the Administering Authority has no discretion over whether to 

admit them to the Fund, and the academy has no discretion whether to continue to allow its non-teaching staff 

to join the Fund.  There has also been guidance issued by the DCLG regarding the terms of academies’ 

membership in LGPS Funds. 

Designating employers - employers such as town and parish councils are able to participate in the LGPS via 

resolution (and the Fund cannot refuse them entry where the resolution is passed).  These employers can 

designate which of their employees are eligible to join the scheme. 

Other employers are able to participate in the Fund via an admission agreement, and are referred to as 

‘admission bodies’.  These employers are generally those with a “community of interest” with another scheme 

employer – community admission bodies (“CAB”) or those providing a service on behalf of a scheme 

employer – transferee admission bodies (“TAB”).  CABs will include housing associations and charities, TABs 

will generally be contractors.  The Fund is able to set its criteria for participation by these employers and can 

refuse entry if the requirements as set out in the Fund’s admissions policy are not met.   
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2.6 How does the Fund recognise that contribution levels can affect council and employer service 

provision, and council tax? 

The Administering Authority and the Fund actuary are acutely aware that, all other things being equal, a higher 

contribution required to be paid to the Fund will mean less cash available for the employer to spend on the 

provision of services.  Whilst this is true, it should also be borne in mind that: 

• The Fund provides invaluable financial security to local families, whether to those who formerly worked in 

the service of the local community who have now retired, or to their families after their death; 

• The Fund must have the assets available to meet these retirement and death benefits, which in turn 

means that the various employers must each pay their own way.  Lower contributions today will mean 

higher contributions tomorrow: deferring payments does not alter the employer’s ultimate obligation to the 

Fund in respect of its current and former employees; 

• Each employer will generally only pay for its own employees and ex-employees (and their dependants), 

not for those of other employers in the Fund; 

• The Fund strives to maintain reasonably stable employer contribution rates where appropriate and 

possible; 

• The Fund wishes to avoid the situation where an employer falls so far behind in managing its funding 

shortfall that its deficit becomes unmanageable in practice: such a situation may lead to employer 

insolvency and the resulting deficit falling on the other Fund employers. In that situation, those employers’ 

services would in turn suffer as a result; 

• Council contributions to the Fund should be at a suitable level, to protect the interests of different 

generations of council tax payers. For instance, underpayment of contributions for some years will need 

to be balanced by overpayment in other years; the council will wish to minimise the extent to which 

council tax payers in one period are in effect benefitting at the expense of those paying in a different 

period.  

Overall, therefore, there is clearly a balance to be struck between the Fund’s need for maintaining prudent 

funding levels, and the employers’ need to allocate their resources appropriately.  The Fund achieves this 

through various techniques which affect contribution increases to various degrees (see 3.1).  In deciding which 

of these techniques to apply to any given employer, the Fund will consider a risk assessment of that employer 

using a knowledge base which is regularly monitored and kept up-to-date.  This database will include such 

information as the type of employer, its membership profile and funding position, any guarantors or security 

provision, material changes anticipated, etc.  This helps the Fund establish a picture of the financial standing of 

the employer, i.e. its ability to meet its long term Fund commitments. 

For instance, where an employer is considered relatively low risk then the Fund will permit greater smoothing 

(such as stabilisation or a longer deficit recovery period relative to other employers) which will temporarily 

produce lower contribution levels than would otherwise have applied.  This is permitted in the expectation that 

the employer will still be able to meet its obligations for many years to come. 

On the other hand, an employer whose risk assessment indicates a less strong covenant will generally be 

required to pay higher contributions (for instance, with a more prudent funding basis or a shorter deficit recovery 

period relative to other employers).  This is because of the higher probability that at some point it will fail or be 

unable to meet its pension contributions, with its deficit in the Fund then falling to other Fund employers. 

The Fund actively seeks employer input, including to its funding arrangements, through various means: see 

Appendix A.    
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3 Calculating contributions for individual Employers 

3.1 General comments 

A key challenge for the Administering Authority is to balance the need for stable, affordable employer 

contributions with the requirement to take a prudent, longer-term view of funding and ensure the solvency of the 

Fund.  With this in mind, there are a number of methods which the Administering Authority may permit, in order 

to improve the stability of employer contributions.  These include, where circumstances permit:- 

• capping of employer contribution rate changes within a pre-determined range (“stabilisation”) 

• the use of extended deficit recovery periods 

• the phasing in of contribution rises or reductions 

• the pooling of contributions amongst employers with similar characteristics 

• the use of some form of security or guarantee to justify a lower contribution rate than would otherwise be 

the case. 

These and associated issues are covered in this Section. 

The Administering Authority recognises that there may occasionally be particular circumstances affecting 

individual employers that are not easily managed within the rules and policies set out in the Funding Strategy 

Statement.  Therefore the Administering Authority may, at its sole discretion, direct the actuary to adopt 

alternative funding approaches on a case by case basis for specific employers. 

3.2 The effect of paying contributions below the theoretical level 

Employers which are permitted to use one or more of the above methods will often be paying, for a time, 

contributions less than the theoretical contribution rate.  Such employers should appreciate that: 

• their true long term liability (i.e. the actual eventual cost of benefits payable to their employees and ex-

employees) is not affected by the choice of method,  

• lower contributions in the short term will be assumed to incur a greater loss of investment returns on the 

deficit.  Thus, deferring a certain amount of contribution will lead to higher contributions in the long-term, 

and 

• it will take longer to reach full funding, all other things being equal.   

Overleaf (3.3) is a summary of how the main funding policies differ for different types of employer, followed by 

more detailed notes where necessary. 

Section 3.4 onwards deals with various other funding issues which apply to all employers. 
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3.3 The different approaches used for different employers 

Type of employer Scheduled Bodies Community Admission Bodies and 
Designating Employers 

Transferee Admission Bodies 

Sub-type Local 
Authorities 

Academies Colleges Open to new 
entrants 

Closed to new 
entrants 

(all) 

Basis used Ongoing, assumes long-term Fund participation  
(see Appendix E) 

Ongoing, but may move to “gilts basis” - 
see Note (a) 

Ongoing, assumes fixed contract term in 
the Fund (see Appendix E) 

Future service rate Projected Unit Credit approach (see Appendix D – D.2) Attained Age 
approach (see 

Appendix D – D.2) 

Projected Unit Credit approach (see 
Appendix D – D.2) 

Stabilised rate? Yes - see 
Note (b) 

Yes - see  
Note (b) 

No No No No 

Maximum deficit 
recovery period – 
Note (c) 

20 years 20 years 20 years 20 years 20 years Outstanding contract term 

Deficit recovery 
payments – Note (d) 

Monetary 
amount 

Monetary 
amount 

Monetary 
amount 

Monetary 
amount 

Monetary amount Monetary amount 

Treatment of surplus Covered by 
stabilisation 
arrangement 

Covered by 
stabilisation 
arrangement 

Preferred approach: contributions kept at future service rate. 
However, reductions may be permitted by the  

Administering Authority 

Reduce contributions by spreading the 
surplus over the remaining contract term 

Phasing of 
contribution changes 

Covered by 
stabilisation 
arrangement 

Covered by 
stabilisation 
arrangement 

3 years 
- Note (e) 

3 years 
- Note (e) 

3 years 
- Note (e) 

None 

Review of rates – 
Note (f) 

Administering Authority reserves the right to review contribution rates and amounts, and the 
level of security provided, at regular intervals between valuations 

Particularly reviewed in last 3 years of 
contract 

New employer n/a Note (g) n/a Note (h) Notes (h) & (i) 

Cessation of 
participation: 
cessation debt 
payable 

Cessation is assumed not to be generally possible, 
as Scheduled Bodies are legally obliged to 
participate in the LGPS.  In the rare event of 

cessation occurring (machinery of Government 
changes for example), the cessation debt principles 

applied would be as per Note (j). 

Can be ceased subject to terms of 
admission agreement.  Cessation debt 
will be calculated on a basis appropriate 
to the circumstances of cessation – see 

Note (j). 

Participation is assumed to expire at the 
end of the contract.  Cessation debt (if 
any) calculated on ongoing basis. 

Awarding Authority will be liable for future 
deficits and contributions arising. 
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Note (a) (Basis for CABs and Designating Employers closed to new entrants) 

In the circumstances where: 

• the employer is a Designating Employer, or an Admission Body but not a Transferee Admission Body, 

and 

• the employer has no guarantor, and 

• the admission agreement is likely to terminate, or the employer is likely to lose its last active member, 

within a timeframe considered appropriate by the Administering Authority to prompt a change in funding,  

the Administering Authority may vary the discount rate used to set employer contribution rate.  In particular 

contributions may be set for an employer to achieve full funding on a more prudent basis (e.g. using a discount 

rate set equal to gilt yields) by the time the agreement terminates or the last active member leaves, in order to 

protect other employers in the Fund.  This policy will increase regular contributions and reduce, but not entirely 

eliminate, the possibility of a final deficit payment being required from the employer when a cessation valuation 

is carried out.   

The Administering Authority also reserves the right to adopt the above approach in respect of those Designating 

Employers and Admission Bodies with no guarantor, where the strength of covenant is considered to be weak 

but there is no immediate expectation that the admission agreement will cease or the Designating Employer 

alters its designation. 

Note (b) (Stabilisation) 

Stabilisation is a mechanism where employer contribution rate variations from year to year are kept within a pre-

determined range, thus allowing those employers’ rates to be relatively stable. In the interests of stability and 

affordability of employer contributions, the Administering Authority, on the advice of the Fund Actuary, believes 

that stabilising contributions can still be viewed as a prudent longer-term approach.  However, employers whose 

contribution rates have been “stabilised” (and may therefore be paying less than their theoretical contribution 

rate) should be aware of the risks of this approach and should consider making additional payments to the Fund 

if possible. 

This stabilisation mechanism allows short term investment market volatility to be managed so as not to cause 

volatility in employer contribution rates, on the basis that a long term view can be taken on net cash inflow, 

investment returns and strength of employer covenant. 

The current stabilisation mechanism applies if: 

• the employer satisfies the eligibility criteria set by the Administering Authority (see below) and; 

• there are no material events which cause the employer to become ineligible, e.g. significant reductions in 

active membership (due to outsourcing or redundancies), or changes in the nature of the employer 

(perhaps due to Government restructuring). 

On the basis of extensive modelling carried out for the 2013 valuation exercise (see Section 4), the stabilised 

details are as follows: 
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Type of employer Council Academy 

Starting rate* 23.9% (as at 1
st
 April 2014) Calculated by the Actuary at 

date of academy conversion 

Max contribution increase +1% of pay TBC 

Max contribution decrease -1% of pay TBC 

*In practice, contribution rates will show the future service rate based on a percentage of pay and the past service 

adjustment as a monetary amount. 

The stabilisation criteria and limits will be reviewed at the 31 March 2016 valuation, to take effect from 1 April 

2017.  This will take into account the employer’s membership profiles, the issues surrounding employer security, 

and other relevant factors. 

Note (c) (Deficit Recovery Periods) 

The deficit recovery period starts at the commencement of the revised contribution rate (1 April 2014 for the 

2013 valuation).  The Administering Authority would normally expect the same target date for full funding to be 

used at successive triennial valuations, but would reserve the right to propose alternative spreading periods, for 

example where there were no new entrants. 

Where stabilisation applies, the resulting employer contribution rate would be amended to comply with the 

stabilisation mechanism. 

For employers with no (or very few) active members at this valuation, the deficit should be recovered by a fixed 

monetary amount over a prudent period to be agreed with the body or its successor. 

For academies where written notice has been served terminating their funding agreement with the Department 

for Education, the period is reduced to the period of notice (with immediate effect). 

For Community Admission Bodies without a guarantor, the period will generally be equal to the average future 

working lifetime of their active employee members. 

Note (d) (Deficit Recovery Payments) 

The Administering Authority reserves the right to amend the deficit recovery payments between valuations 

and/or to require these payments in monetary terms (if they are paid in percentage of pay terms), for instance 

where: 

• the employer is relatively mature, i.e. has a large deficit recovery contribution rate (e.g. above 15% of 

payroll), in other words its payroll is a smaller proportion of its deficit than is the case for most other 

employers, or 

• there has been a significant reduction in payroll due to outsourcing or redundancy exercises, or 

• the employer has closed the Fund to new entrants. 

Note (e) (Phasing in of contribution changes) 

All phasing is subject to the Administering Authority being satisfied as to the strength of the employer’s 

covenant. 
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Normally the Fund will require the employer to pay at least its future service rate each year. 

Employers which have no active members at this valuation will not be phased. 

Note (f) (Regular Reviews) 

Such reviews may be triggered by significant events including but not limited to: significant reductions in payroll, 

altered employer circumstances, Government restructuring affecting the employer’s business, or failure to pay 

contributions or arrange appropriate security as required by the Administering Authority. 

The result of a review may be to require increased contributions (by strengthening the actuarial assumptions 

adopted and/or moving to monetary levels of deficit recovery contributions), and/or an increased level of security 

or guarantee.   

Note (g) (New Academy employers) 

At the time of writing, the Fund’s policies on academies’ funding issues are as follows:  

a) The new academy will be regarded as a separate employer in its own right and will not be pooled with 

other employers in the Fund.  The only exception is where the academy is part of a Multi Academy Trust 

(MAT) in which case the academy’s figures will be calculated as below but can be combined with those of 

the other academies in the MAT; 

b) The new academy’s past service liabilities on conversion will be calculated based on its active Fund 

members on the day before conversion.  For the avoidance of doubt, these liabilities will include all past 

service of those members, but will exclude the liabilities relating to any ex-employees of the school who 

have deferred or pensioner status; 

c) The new academy will be allocated an initial asset share from the ceding council’s assets in the Fund.  

This asset share will be calculated using the estimated funding position of the ceding council at the date 

of academy conversion.  The share will be based on the active members’ funding level, having first 

allocated assets in the council’s share to fully fund deferred and pensioner members.  The asset 

allocation will be based on market conditions and the academy’s active Fund membership on the day 

prior to conversion; 

d) The new academy’s initial contribution rate will be calculated using market conditions, the council funding 

position and, membership data, all as at the day prior to conversion. 

The Fund’s policies on academies are subject to change in the light of any amendments to DCLG guidance. 

Any changes will be notified to academies, and will be reflected in a subsequent version of this FSS. In 

particular, policies (d) and (e) above will be reconsidered at each valuation. 

Note (h) (New Admission Bodies) 

With effect from 1 October 2012, the LGPS 2012 Miscellaneous Regulations introduced mandatory new 

requirements for all Admission Bodies brought into the Fund from that date.  Under these Regulations, all new 

Admission Bodies will be required to provide some form of security, such as a guarantee from the letting 

employer, an indemnity or a bond.  The security is required to cover some or all of the following: 

• the strain cost of any redundancy early retirements resulting from the premature termination of the 

contract; 

• allowance for the risk of asset underperformance; 
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• allowance for the risk of a fall in gilt yields; 

• allowance for the possible non-payment of employer and member contributions to the Fund; 

• the current deficit. 

For all new Transferee Admission Bodies, the security must be to the satisfaction of the Administering Authority 

as well as the letting employer, and will be reassessed on an annual basis. 

The Administering Authority will only consider future requests from Community Admission Bodies (or other 

similar bodies, such as section 75 NHS partnerships) to join the Fund if they are sponsored by a Scheduled 

Body with tax raising powers, guaranteeing their liabilities and also providing a form of security as above.  

The above approaches reduce the risk to other employers in the Fund, of potentially having to pick up any 

shortfall in respect of Admission Bodies ceasing with an unpaid deficit. 

Note (i) (New Transferee Admission Bodies) 

A new TAB usually joins the Fund as a result of the letting/outsourcing of some services from an existing 

employer (normally a Scheduled Body such as the council or an academy) to another organisation (a 

“contractor”).  This involves the TUPE transfer of some staff from the letting employer to the contractor.  

Consequently, for the duration of the contract, the contractor is a new participating employer in the Fund so that 

the transferring employees maintain their eligibility for LGPS membership.  At the end of the contract the 

employees revert to the letting employer or to a replacement contractor. 

Ordinarily, the TAB would be set up in the Fund as a new employer with responsibility for all the accrued 

benefits of the transferring employees; in this case, the contractor would usually be assigned an initial asset 

allocation equal to the past service liability value of the employees’ Fund benefits.  The quid pro quo is that the 

contractor is then expected to ensure that its share of the Fund is also fully funded at the end of the contract: 

see Note (j). 

Employers which “outsource” have flexibility in the way that they can deal with the pension risk potentially taken 

on by the contractor.  In particular there are three different routes that such employers may wish to adopt.  

Clearly as the risk ultimately resides with the employer letting the contract, it is for them to agree the appropriate 

route with the contractor: 

i) Pooling 

Under this option the contractor is pooled with the letting employer.  In this case, the contractor pays the same 

rate as the letting employer, which is may be under the stabilisation approach. 

ii) Letting employer retains pre-contract risks 

Under this option the letting employer would retain responsibility for assets and liabilities in respect of service 

accrued prior to the contract commencement date.  The contractor would be responsible for the future liabilities 

that accrue in respect of transferred staff.  The contractor’s contribution rate could vary from one valuation to the 

next. It would be liable for any deficit at the end of the contract term in respect of assets and liabilities 

attributable to service accrued during the contract term. 

iii) Fixed contribution rate agreed 

Under this option the contractor pays a fixed contribution rate and doesn’t pay any cessation deficit. 
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The Administering Authority is willing to administer any of the above options as long as the approach is 

documented in the Admission Agreement as well as the transfer agreement.  The Admission Agreement should 

ensure that some element of risk transfers to the contractor where it relates to their decisions and it is unfair to 

burden the letting employer with that risk.  For example the contractor should typically be responsible for 

pension costs that arise from; 

• above average pay increases, including the effect in respect of service prior to contract commencement 

even if the letting employer takes on responsibility for the latter under (ii) above;   

• redundancy and early retirement decisions. 

Note (j) (Admission Bodies Ceasing) 

Notwithstanding the provisions of the Admission Agreement, the Administering Authority may consider any of 

the following as triggers for the cessation of an admission agreement with any type of body: 

• Last active member ceasing participation in the Fund; 

• The insolvency, winding up or liquidation of the Admission Body; 

• Any breach by the Admission Body of any of its obligations under the Agreement that they have failed to 

remedy to the satisfaction of the Fund; 

• A failure by the Admission Body to pay any sums due to the Fund within the period required by the Fund; 

or 

• The failure by the Admission Body to renew or adjust the level of the bond or indemnity, or to confirm an 

appropriate alternative guarantor, as required by the Fund. 

On cessation, the Administering Authority will instruct the Fund actuary to carry out a cessation valuation to 

determine whether there is any deficit or surplus. Where there is a deficit, payment of this amount in full would 

normally be sought from the Admission Body; where there is a surplus it should be noted that current legislation 

does not permit a refund payment to the Admission Body. 

For non-Transferee Admission Bodies whose participation is voluntarily ended either by themselves or the 

Fund, or where a cessation event has been triggered, the Administering Authority must look to protect the 

interests of other ongoing employers.  The actuary will therefore adopt an approach which, to the extent 

reasonably practicable, protects the other employers from the likelihood of any material loss emerging in future: 

a) Where there is a guarantor for future deficits and contributions, the cessation valuation will normally be 

calculated using the ongoing basis as described in Appendix E; 

b) Alternatively, it may be possible to simply transfer the former Admission Body’s liabilities and assets to 

the guarantor, without needing to crystallise any deficit. This approach may be adopted where the 

employer cannot pay the contributions due, and this is within the terms of the guarantee; 

c) Where a guarantor does not exist then, in order to protect other employers in the Fund, the cessation 

liabilities and final deficit will normally be calculated using a “gilts cessation basis”, which is more prudent 

than the ongoing basis.  This has no allowance for potential future investment outperformance above gilt 

yields, and has added allowance for future improvements in life expectancy. This could give rise to 

significant cessation debts being required.   

Under (a) and (c), any shortfall would usually be levied on the departing Admission Body as a single lump sum 

payment.  If this is not possible then the Fund would look to any bond, indemnity or guarantee in place for the 

employer. 
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In the event that the Fund is not able to recover the required payment in full, then the unpaid amounts fall to be 

shared amongst all of the other employers in the Fund.  This may require an immediate revision to the Rates 

and Adjustments Certificate affecting other employers in the Fund, or instead be reflected in the contribution 

rates set at the next formal valuation following the cessation date. 

As an alternative, where the ceasing Admission Body is continuing in business, the Fund at its absolute 

discretion reserves the right to enter into an agreement with the ceasing Admission Body.  Under this 

agreement the Fund would accept an appropriate alternative security to be held against any deficit, and would 

carry out the cessation valuation on an ongoing basis: deficit recovery payments would be derived from this 

cessation debt.  This approach would be monitored as part of each triennial valuation: the Fund reserves the 

right to revert to a “gilts cessation basis” and seek immediate payment of any funding shortfall identified.  The 

Administering Authority may need to seek legal advice in such cases, as the Body would have no contributing 

members. 

3.4 Pooled contributions 

From time to time the Administering Authority may set up pools for employers with similar characteristics.  This 

will always be in line with its broader funding strategy. The pooling of contributions is a way of sharing 

experience and smoothing out the effects of costly but relatively rare events such as ill-health retirements or 

deaths in service.   

Haringey Council may be pooled with the legacy liabilities and assets following cessation of an employer. 

Schools generally are also pooled with the Council, however there may be exceptions for specialist or 

independent schools.  

In general, the Administering Authority does not permit other pools, but will consider new proposals on a case 

by case basis. 

Those employers which have been pooled are identified in the Rates and Adjustments Certificate. 

3.5 Additional flexibility in return for added security 

The Administering Authority may permit greater flexibility to the employer’s contributions if the employer 

provides added security to the satisfaction of the Administering Authority.   

Such flexibility includes a reduced rate of contribution, an extended deficit recovery period, or permission to join 

a pool with another body (e.g. the Local Authority).  

Such security may include, but is not limited to, a suitable bond, a legally-binding guarantee from an appropriate 

third party, or security over an employer asset of sufficient value. 

The degree of flexibility given may take into account factors such as: 

• the extent of the employer’s deficit; 

• the amount and quality of the security offered; 

• the employer’s financial security and business plan;  

• whether the admission agreement is likely to be open or closed to new entrants. 

 

3.6 Non ill health early retirement costs 

It is assumed that members’ benefits are payable from the earliest age that the employee could retire without 

incurring a reduction to their benefit (and without requiring their employer’s consent to retire).  (NB the relevant 

age may be different for different periods of service, following the benefit changes from April 2008 and April 
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2014).  Employers are required to pay additional contributions (‘strain’) wherever an employee retires before 

attaining this age.  The actuary’s funding basis makes no allowance for premature retirement except on grounds 

of ill-health.      

Normally the payment is payable as a single lump sum and is not spread. 

3.7 Ill health early retirement costs 

Admitted Bodies will usually have an ‘ill health allowance’; Scheduled Bodies may have this also, depending on 

their agreement terms with the Administering Authority.  The Fund monitors each employer’s ill health 

experience on an ongoing basis.  If the cumulative cost of ill health retirement in any financial year exceeds the 

allowance at the previous valuation, the employer will be charged additional contributions on the same basis as 

apply for non ill-health cases. Details will be included in each separate Admission Agreement. 

3.8 Ill health insurance 

If an employer holds satisfactory current insurance policy covering ill health early retirement strains the 

Administering Authority may agree to waive some or all of the ill health allowance set out in 3.7. 

3.9 Employers with no remaining active members 

In general an employer ceasing in the Fund, due to the departure of the last active member, will pay a cessation 

debt on an appropriate basis (see 3.3, Note (j)) and consequently have no further obligation to the Fund. 

Thereafter it is expected that one of two situations will eventually arise: 

a) The employer’s asset share runs out before all its ex-employees’ benefits have been paid. In this situation 

the other Fund employers will be required to contribute to pay all remaining benefits: this will be done by 

the Fund actuary apportioning the remaining liabilities on a pro-rata basis at successive formal valuations; 

b) The last ex-employee or dependant dies before the employer’s asset share has been fully utilised.  In this 

situation the remaining assets would be apportioned pro-rata by the Fund’s actuary to the other 

employers in the Fund. 

c) In exceptional circumstances the Fund may permit an employer with no remaining active members to 

continue contributing to the Fund. This would require the provision of a suitable security or guarantee, as 

well as a written ongoing commitment to fund the remainder of the employer’s obligations over an 

appropriate period. The Fund would reserve the right to invoke the cessation requirements in the future, 

however.  The Administering Authority may need to seek legal advice in such cases, as the employer 

would have no contributing members. 

3.10 Policies on bulk transfers 

Each case will be treated on its own merits, but in general: 

• The Fund will not pay bulk transfers greater than the lesser of (a) the asset share of the transferring 

employer in the Fund, and (b) the value of the past service liabilities of the transferring members; 

• The Fund will not grant added benefits to members bringing in entitlements from another Fund unless the 

asset transfer is sufficient to meet the added liabilities; 

• The Fund may permit shortfalls to arise on bulk transfers if the Fund employer has suitable strength of 

covenant and commits to meeting that shortfall in an appropriate period.  This may require the employer’s 

Fund contributions to increase between valuations.   

3.11 Collection of contributions 

To avoid loss of income and the administration cost of late payment of contributions, employers will be required 

to pay employer and employee contributions by way of direct debits in favour of the pension fund. 
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4 Funding strategy and links to investment strategy 

4.1 What is the Fund’s investment strategy? 

The Fund has built up assets over the years, and continues to receive contribution and other income.  All of this 

must be invested in a suitable manner, which is the investment strategy. 

Investment strategy is set by the administering authority, after taking investment advice.  The precise mix, 

manager make up and target returns are set out in the Statement of Investment Principles (SIP), which is 

available to members and employers. 

The investment strategy is set for the long-term, but is reviewed from time to time.  Normally a full review is 

carried out after each actuarial valuation, and is kept under review annually between actuarial valuations to 

ensure that it remains appropriate to the Fund’s liability profile.   

The same investment strategy is currently followed for all employers. 

4.2 What is the link between funding strategy and investment strategy? 

The Fund must be able to meet all benefit payments as and when they fall due.  These payments will be met by 

contributions (resulting from the funding strategy) or asset returns and income (resulting from the investment 

strategy).  To the extent that investment returns or income fall short, then higher cash contributions are required 

from employers, and vice versa 

Therefore, the funding and investment strategies are inextricably linked.   

4.3 How does the funding strategy reflect the Fund’s investment strategy? 

In the opinion of the Fund actuary, the current funding policy is consistent with the current investment strategy of 

the Fund.  The asset outperformance assumption contained in the discount rate (see E3) is within a range that 

would be considered acceptable for funding purposes; it is also considered to be consistent with the 

requirement to take a “prudent longer-term view” of the funding of liabilities as required by the UK Government 

(see A1). 

However, in the short term – such as the three yearly assessments at formal valuations – there is the scope for 

considerable volatility and there is a material chance that in the short-term and even medium term, asset returns 

will fall short of this target.  The stability measures described in Section 3 will damp down, but not remove, the 

effect on employers’ contributions.   

The Fund does not hold a contingency reserve to protect it against the volatility of equity investments.   

4.4 How does this differ for a large stable employer? 

The Actuary has developed four key measures which capture the essence of the Fund’s strategies, both funding 

and investment: 

• Prudence - the Fund should have a reasonable expectation of being fully funded in the long term; 

• Affordability – how much can employers afford; 

• Stewardship – the assumptions used should be sustainable in the long term, without having to resort to 

overly optimistic assumptions about the future to maintain an apparently healthy funding position; 

• Stability – employers should not see significant moves in their contribution rates from one year to the 

next, and this will help to provide a more stable budgeting environment. 

Page 71



LONDON BOROUGH OF HARINGEY PENSION FUND 017 

HYMANS ROBERTSON LLP 

 

March 2014  

E:\MODERNGOV\DATA\AGENDAITEMDOCS\9\5\4\AI00036459\$HCQR1IMR.DOCX 

A particular issue is that the key objectives often conflict.  For example, minimising the long term cost of the 

scheme (i.e. keeping employer rates affordable) is best achieved by investing in higher returning assets e.g. 

equities.  However, equities are also very volatile (i.e. go up and down fairly frequently in fairly large moves), 

which conflicts with the objective to have stable contribution rates. 

Therefore a balance needs to be maintained between risk and reward, which has been considered by the use of 

Asset Liability Modelling: this is a set of calculation techniques applied by the Fund’s actuary, to model the 

range of potential future solvency levels and contribution rates. 

The Actuary was able to model the impact of these four key areas, for the purpose of setting a stabilisation 

approach (see 3.3 Note (b)). The modelling demonstrated that retaining the present investment strategy, 

coupled with constraining employer contribution rate changes as described in 3.3 Note (b), struck an 

appropriate balance between the above objectives.  In particular the stabilisation approach currently adopted 

meets the need for stability of contributions without jeopardising the Administering Authority’s aims of prudent 

stewardship of the Fund.   

Whilst the current stabilisation mechanism is to remain in place until 2017, it should be noted that this will need 

to be reviewed following the 2016 valuation. 

4.5 Does the Fund monitor its overall funding position? 

The Administering Authority annually monitors the relative funding position, i.e. changes in the relationship 

between asset values and the liabilities value.  It reports this to the Corporate Committee. 
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Appendix A – Regulatory framework 

A1 Why does the Fund need an FSS? 

The Department for Communities and Local Government (DCLG) has stated that the purpose of the FSS is:  

• “to establish a clear and transparent fund-specific strategy which will identify how employers’ pension 

liabilities are best met going forward; 

• to support the regulatory framework to maintain as nearly constant employer contribution rates as 

possible; and    

• to take a prudent longer-term view of funding those liabilities.” 

These objectives are desirable individually, but may be mutually conflicting. 

The requirement to maintain and publish a FSS is contained in LGPS Regulations which are updated from time 

to time.  In publishing the FSS the Administering Authority has to have regard to any guidance published by 

Chartered Institute of Public Finance and Accountancy (CIPFA) (most recently in 2012) and to its Statement of 

Investment Principles. 

This is the framework within which the Fund’s actuary carries out triennial valuations to set employers’ 

contributions and provides recommendations to the Administering Authority when other funding decisions are 

required, such as when employers join or leave the Fund.  The FSS applies to all employers participating in the 

Fund. 

A2 Does the Administering Authority consult anyone on the FSS? 

Yes.  This is required by LGPS Regulations.  It is covered in more detail by the most recent CIPFA guidance, 

which states that the FSS must first be subject to “consultation with such persons as the authority considers 

appropriate”, and should include “a meaningful dialogue at officer and elected member level with council tax 

raising authorities and with corresponding representatives of other participating employers”. 

In practice, for the Fund, the consultation process for this FSS was as follows: 

a) A draft version of the FSS was issued to all participating employers in [DATE] for comment; 

b) Comments were requested within [30] days; 

c) Following the end of the consultation period the FSS was updated where required and then published, in 

[DATE]. 

A3 How is the FSS published? 

The FSS is made available through the following routes: 

• Published on the website, at [CLIENT URL]; 

• A copy sent by [post/e-mail] to each participating employer in the Fund; 

• A copy sent to [employee/pensioner] representatives; 

• A full copy [included in/linked from] the annual report and accounts of the Fund; 

• Copies sent to investment managers and investment advisers; 

• Copies made available on request. 
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A4 How often is the FSS reviewed? 

The FSS is reviewed in detail at least every three years as part of the triennial valuation.  This version is 

expected to remain unaltered until it is consulted upon as part of the formal process for the next valuation in 

2016.  

It is possible that (usually slight) amendments may be needed within the three year period.  These would be 

needed to reflect any regulatory changes, or alterations to the way the Fund operates (e.g. to accommodate a 

new class of employer). Any such amendments would be consulted upon as appropriate:  

• trivial amendments would be simply notified at the next round of employer communications,  

• amendments affecting only one class of employer would be consulted with those employers,  

• other more significant amendments would be subject to full consultation. 

In any event, changes to the FSS would need agreement by the Corporate Committee and would be included in 

the relevant Committee Meeting minutes. 

A5 How does the FSS fit into other Fund documents? 

The FSS is a summary of the Fund’s approach to funding liabilities.  It is not an exhaustive statement of policy 

on all issues, for example there are a number of separate statements published by the Fund including the 

Statement of Investment Principles, Governance Strategy and Communications Strategy.  In addition, the Fund 

publishes an Annual Report and Accounts with up to date information on the Fund.   

These documents can be found on the web at [CLIENT URL]. 
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Appendix B – Responsibilities of key parties 

The efficient and effective operation of the Fund needs various parties to each play their part. 

B1 The Administering Authority should:- 

• operate the Fund as per the LGPS Regulations; 

• effectively manage any potential conflicts of interest arising from its dual role as Administering Authority 

and a Fund employer; 

• collect employer and employee contributions, and investment income and other amounts due to the Fund; 

• ensure that cash is available to meet benefit payments as and when they fall due; 

• pay from the Fund the relevant benefits and entitlements that are due; 

• invest surplus monies (i.e. contributions and other income which are not immediately needed to pay 

benefits) in accordance with the Fund’s Statement of Investment Principles (SIP) and LGPS Regulations; 

• communicate appropriately with employers so that they fully understand their obligations to the Fund; 

• take appropriate measures to safeguard the Fund against the consequences of employer default; 

• manage the valuation process in consultation with the Fund’s actuary; 

• prepare and maintain a FSS and a SIP, after consultation;  

• notify the Fund’s actuary of material changes which could affect funding (this is covered in a separate 

agreement with the actuary); and  

• monitor all aspects of the fund’s performance and funding and amend the FSS/SIP as necessary and 

appropriate. 

B2 The Individual Employer should:- 

• deduct contributions from employees’ pay correctly; 

• pay all contributions, including their own as determined by the actuary, promptly by the due date; 

• have a policy and exercise discretions within the regulatory framework; 

• make additional contributions in accordance with agreed arrangements in respect of, for example, 

augmentation of scheme benefits, early retirement strain; and  

• notify the Administering Authority promptly of all changes to its circumstances, prospects or membership, 

which could affect future funding. 

B3 The Fund Actuary should:- 

• prepare valuations, including the setting of employers’ contribution rates.  This will involve agreeing 

assumptions with the Administering Authority, having regard to the FSS and LGPS Regulations, and 

targeting each employer’s solvency appropriately;  

• provide advice relating to new employers in the Fund, including the level and type of bonds or other forms 

of security (and the monitoring of these); 

• prepare advice and calculations in connection with bulk transfers and individual benefit-related matters; 

• assist the Administering Authority in considering possible changes to employer contributions between 

formal valuations, where circumstances suggest this may be necessary; 
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• advise on the termination of Admission Bodies’ participation in the Fund; and 

• fully reflect actuarial professional guidance and requirements in the advice given to the Administering 

Authority. 

B4 Other parties:- 

• council officers and investment advisers (investment consultant and independent advisor) should ensure 

the Fund’s SIP remains appropriate, and consistent with this FSS; 

• investment managers, custodians and bankers should all play their part in the effective investment (and 

dis-investment) of Fund assets, in line with the SIP; 

• auditors should comply with their auditing standards, ensure Fund compliance with all requirements, 

monitor and advise on fraud detection, and sign off annual reports and financial statements as required; 

• governance advice may be sought by the Administering Authority on efficient structures, processes and 

working methods in managing the Fund; 

• legal advisers (either internal or external) should ensure the Fund’s operation and management remains 

fully compliant with all regulations and broader local government requirements, including the 

Administering Authority’s own procedures. 
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Appendix C – Key risks and controls 

C1 Types of risk 

The Administering Authority has an active risk management programme in place.  The measures that it has in 

place to control key risks are summarised below under the following headings:  

• financial;  

• demographic; 

• regulatory; and 

• governance. 

C2 Financial risks 

Risk Summary of Control Mechanisms 

Fund assets fail to deliver returns in line with the 

anticipated returns underpinning valuation of 

liabilities over the long-term. 

Only anticipate long-term return on a relatively prudent 

basis to reduce risk of under-performing. 

Assets invested on the basis of specialist advice, in a 

suitably diversified manner across asset classes, 

geographies, managers, etc. 

Analyse progress at three yearly valuations for all 

employers.   

Inter-valuation roll-forward of liabilities between 

valuations at whole Fund level.    

Inappropriate long-term investment strategy.  Overall investment strategy options considered as an 

integral part of the funding strategy.  Used asset 

liability modelling to measure 4 key outcomes.   

Chosen option considered to provide the best balance. 

Fall in risk-free returns on Government bonds, 

leading to rise in value placed on liabilities. 

Stabilisation modelling at whole Fund level allows for 

the probability of this within a longer term context.   

Inter-valuation monitoring, as above. 

Some investment in bonds helps to mitigate this risk.   

Active investment manager under-performance 

relative to benchmark. 

Quarterly investment monitoring analyses market 

performance and active managers relative to their 

index benchmark.   

Pay and price inflation significantly more than 

anticipated. 

The focus of the actuarial valuation process is on real 

returns on assets, net of price and pay increases.  

Inter-valuation monitoring, as above, gives early 

warning.  

Some investment in bonds also helps to mitigate this 
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Risk Summary of Control Mechanisms 

risk.   

Employers pay for their own salary awards and should 

be mindful of the geared effect on pension liabilities of 

any bias in pensionable pay rises towards longer-

serving employees.   

Effect of possible increase in employer’s 

contribution rate on service delivery and 

admission/scheduled bodies 

An explicit stabilisation mechanism has been agreed 

as part of the funding strategy.  Other measures are 

also in place to limit sudden increases in contributions. 

Orphaned employers give rise to added costs 

for the Fund 

The Fund seeks a cessation debt (or 

security/guarantor) to minimise the risk of this 

happening in the future. 

If it occurs, the Actuary calculates the added cost 

spread pro-rata among all employers – (see 3.9). 

 

C3 Demographic risks 

Risk Summary of Control Mechanisms  

Pensioners living longer, thus increasing cost to 

Fund. 

 

Set mortality assumptions with some allowance for 

future increases in life expectancy. 

The Fund Actuary has direct access to the experience 

of over 50 LGPS funds which allows early identification 

of changes in life expectancy that might in turn affect 

the assumptions underpinning the valuation. 

Maturing Fund – i.e. proportion of actively 

contributing employees declines relative to 

retired employees. 

Continue to monitor at each valuation, consider 

seeking monetary amounts rather than % of pay and 

consider alternative investment strategies. 

Deteriorating patterns of early retirements Employers are charged the extra cost of non ill-health 

retirements following each individual decision. 

Employer ill health retirement experience is monitored, 

and insurance is an option. 

Reductions in payroll causing insufficient deficit 

recovery payments 

In many cases this may not be sufficient cause for 

concern, and will in effect be caught at the next formal 

valuation.  However, there are protections where there 

is concern, as follows: 

Employers in the stabilisation mechanism may be 

brought out of that mechanism to permit appropriate 

contribution increases (see Note (b) to 3.3). 
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Risk Summary of Control Mechanisms  

For other employers, review of contributions is 

permitted in general between valuations (see Note (f) 

to 3.3) and may require a move in deficit contributions 

from a percentage of payroll to fixed monetary 

amounts. 

 

C4 Regulatory risks 

Risk Summary of Control Mechanisms  

Changes to national pension requirements 

and/or HMRC rules e.g. changes arising from 

public sector pensions reform. 

 

The Administering Authority considers all consultation 

papers issued by the Government and comments 

where appropriate.  

The results of the most recent reforms have been built 

into the 2013 valuation.  Any changes to member 

contribution rates or benefit levels will be carefully 

communicated with members to minimise possible opt-

outs or adverse actions.  

 

C5 Governance risks 

Risk Summary of Control Mechanisms  

Administering Authority unaware of structural 

changes in an employer’s membership (e.g. 

large fall in employee members, large number of 

retirements) or not advised of an employer 

closing to new entrants. 

The Administering Authority has a close relationship 

with employing bodies and communicates required 

standards e.g. for submission of data.  

The Actuary may revise the rates and Adjustments 

certificate to increase an employer’s contributions 

(under Regulation 38) between triennial valuations 

Deficit contributions may be expressed as monetary 

amounts. 

Actuarial or investment advice is not sought, or 

is not heeded, or proves to be insufficient in 

some way 

The Administering Authority maintains close contact 

with its specialist advisers. 

Advice is delivered via formal meetings involving 

Elected Members, and recorded appropriately. 

Actuarial advice is subject to professional requirements 

such as peer review. 

Administering Authority failing to commission 

the Fund Actuary to carry out a termination 

valuation for a departing Admission Body. 

The Administering Authority requires employers with 

Best Value contractors to inform it of forthcoming 

changes. 

Community Admission Bodies’ memberships are 
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Risk Summary of Control Mechanisms  

monitored and, if active membership decreases, steps 

will be taken. 

An employer ceasing to exist with insufficient 

funding or adequacy of a bond. 

 

The Administering Authority believes that it would 

normally be too late to address the position if it was left 

to the time of departure. 

The risk is mitigated by: 

Seeking a funding guarantee from another scheme 

employer, or external body, where-ever possible (see 

Notes (h) and (j) to 3.3). 

Alerting the prospective employer to its obligations and 

encouraging it to take independent actuarial advice.  

Vetting prospective employers before admission. 

Where permitted under the regulations requiring a bond 

to protect the Fund from various risks. 

Requiring new Community Admission Bodies to have a 

guarantor. 

Reviewing bond or guarantor arrangements at regular 

intervals (see Note (f) to 3.3). 

Reviewing contributions well ahead of cessation if 

thought appropriate (see Note (a) to 3.3). 
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Appendix D – The calculation of Employer contributions 

In Section 2 there was a broad description of the way in which contribution rates are calculated.  This Appendix 

considers these calculations in much more detail. 

The calculations involve actuarial assumptions about future experience, and these are described in detail in 

Appendix E. 

D1 What is the difference between calculations across the whole Fund and calculations for an 

individual employer? 

Employer contributions are normally made up of two elements: 

a) the estimated cost of future benefits being accrued,  referred to as the “future service rate”; plus 

b) an adjustment for the funding position of accrued benefits relative to the Fund’s solvency target, “past 

service adjustment”.  If there is a surplus there may be a reduction in the employer’s contribution rate.  If 

there is a deficit there will be an increase in the employer’s contribution rate, with the surplus or deficit 

spread over an appropriate period.  The aim is to return the employer to full funding over that period. See 

Section 3 for deficit recovery periods. 

The Fund’s actuary is required by the regulations to report the Common Contribution Rate
1
, for all employers 

collectively at each triennial valuation.  It combines items (a) and (b) and is expressed as a percentage of pay; it 

is in effect an average rate across all employers in the Fund.    

The Fund’s actuary is also required to adjust the Common Contribution Rate for circumstances which are 

deemed “peculiar” to an individual employer
2
.  It is the adjusted contribution rate which employers are actually 

required to pay.  The sorts of “peculiar” factors which are considered are discussed below.     

In effect, the Common Contribution Rate is a notional quantity.  Separate future service rates are calculated for 

each employer together with individual past service adjustments according to employer-specific past service 

deficit spreading and increased employer contribution phasing periods.  

D2 How is the Future Service Rate calculated?  

The future service element of the employer contribution rate is calculated with the aim that these contributions 

will meet benefit payments in respect of members’ future service in the Fund.  This is based upon the cost (in 

excess of members’ contributions) of the benefits which employee members earn from their service each year.   

The future service rate is calculated separately for all the employers, although employers within a pool will pay 

the contribution rate applicable to the pool as a whole.  The calculation is on the “ongoing” valuation basis (see 

Appendix E), but where it is considered appropriate to do so the Administering Authority reserves the right to set 

a future service rate by reference to liabilities valued on a more prudent basis (see Section 3). 

The approach used to calculate each employer’s future service contribution rate depends on whether or not new 

entrants are being admitted.  Employers should note that it is only Admission Bodies and Designating 

Employers that may have the power not to automatically admit all eligible new staff to the Fund, depending on 

the terms of their Admission Agreements and employment contracts.  

  

                                                      
1  See LGPS (Administration) Regulations 36(5). 
2  See LGPS (Administration) Regulations 36(7). 
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a) Employers which admit new entrants 

These rates will be derived using the “Projected Unit Method” of valuation with a one year period, i.e. only 

considering the cost of the next year’s benefit accrual and contribution income.  If future experience is in line 

with assumptions, and the employer’s membership profile remains stable, this rate should be broadly stable 

over time.  If the membership of employees matures (e.g. because of lower recruitment) the rate would rise over 

time. 

b) Employers which do not admit new entrants 

To give more long term stability to such employers’ contributions, the “Attained Age” funding method is normally 

adopted.  This measures benefit accrual and contribution income over the whole future anticipated working 

lifetimes of current active employee members.  

Both approaches include expenses of administration to the extent that they are borne by the Fund, and include 

allowances for benefits payable on death in service and ill health retirement. 

D3 How is the Solvency / Funding Level calculated? 

The Fund’s actuary is required to report on the “solvency” of the whole Fund in a valuation which should be 

carried out at least once every three years.  As part of this valuation, the actuary will calculate the solvency 

position of each employer. 

‘Solvency” is defined to be the ratio of the market value of the employer’s asset share to the value placed on 

accrued benefits on the Fund actuary’s chosen assumptions.  This quantity is known as a funding level.  

For the value of the employer’s asset share, see D5 below. 

For the value of benefits, the Fund actuary agrees the assumptions to be used with the Administering Authority 

– see Appendix E.  These assumptions are used to calculate the present value of all benefit payments expected 

in the future, relating to that employer’s current and former employees, based on pensionable service to the 

valuation date only (i.e. ignoring further benefits to be built up in the future). 

The Fund operates the same target funding level for all employers of 100% of its accrued liabilities valued on 

the ongoing basis, unless otherwise determined (see Section 3).  

D4 What affects a given employer’s valuation results? 

The results of these calculations for a given individual employer will be affected by: 

• past contributions relative to the cost of accruals of benefits;   

• different liability profiles of employers (e.g. mix of members by age, gender, service vs. salary); 

• the effect of any differences in the valuation basis on the value placed on the employer’s liabilities;  

• any different deficit/surplus spreading periods or phasing of contribution changes;   

• the difference between actual and assumed rises in pensionable pay; 

• the difference between actual and assumed increases to pensions in payment and deferred pensions; 

• the difference between actual and assumed retirements on grounds of ill-health from active status;  

• the difference between actual and assumed amounts of pension ceasing on death; 

• the additional costs of any non ill-health retirements relative to any extra payments made; 

over the period between each triennial valuation. 
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Actual investment returns achieved on the Fund between each valuation are applied proportionately across all 

employers, to the extent that employers in effect share the same investment strategy.  Transfers of liabilities 

between employers within the Fund occur automatically within this process, with a sum broadly equivalent to the 

reserve required on the ongoing basis being exchanged between the two employers.    

D5 How is each employer’s asset share calculated? 

The Administering Authority does not account for each employer’s assets separately.  Instead, the Fund’s 

actuary is required to apportion the assets of the whole Fund between the employers, at each triennial 

valuation.  

This apportionment uses the income and expenditure figures provided for certain cash flows for each employer. 

This process adjusts for transfers of liabilities between employers participating in the Fund, but does make a 

number of simplifying assumptions.  The split is calculated using an actuarial technique known as “analysis of 

surplus”.  

The Fund actuary does not allow for certain relatively minor events, including but not limited to: 

• the actual timing of employer contributions within any financial year; 

• the effect of the premature payment of any deferred pensions on grounds of incapacity. 

These effects are swept up within a miscellaneous item in the analysis of surplus, which is split between 

employers in proportion to their liabilities. 

The methodology adopted means that there will inevitably be some difference between the asset shares 

calculated for individual employers and those that would have resulted had they participated in their own ring-

fenced section of the Fund.   

The asset apportionment is capable of verification but not to audit standard.  The Administering Authority 

recognises the limitations in the process, but it considers that the Fund actuary’s approach addresses the risks 

of employer cross-subsidisation to an acceptable degree. 
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Appendix E – Actuarial assumptions 

E1 What are the actuarial assumptions? 

These are expectations of future experience used to place a value on future benefit payments (“the liabilities”). 

Assumptions are made about the amount of benefit payable to members (the financial assumptions) and the 

likelihood or timing of payments (the demographic assumptions).  For example, financial assumptions include 

investment returns, salary growth and pension increases; demographic assumptions include life expectancy, 

probabilities of ill-health early retirement, and proportions of member deaths giving rise to dependants’ benefits.   

Changes in assumptions will affect the measured value of future service accrual and past service liabilities, and 

hence the measured value of the past service deficit.  However, different assumptions will not of course affect 

the actual benefits payable by the Fund in future. 

The combination of all assumptions is described as the “basis”.  A more optimistic basis might involve higher 

assumed investment returns (discount rate), or lower assumed salary growth, pension increases or life 

expectancy; a more optimistic basis will give lower liability values and lower employer costs. A more prudent 

basis will give higher liability values and higher employer costs. 

E2 What basis is used by the Fund? 

The Fund’s standard funding basis is described as the “ongoing basis”, which applies to most employers in most 

circumstances.  This is described in more detail below.  It anticipates employers remaining in the Fund in the 

long term. 

However, in certain circumstances, typically where the employer is not expected to remain in the Fund long 

term, a more prudent basis applies: see Note (a) to 3.3. 

E3 What assumptions are made in the ongoing basis? 

a) Investment return / discount rate 

The key financial assumption is the anticipated return on the Fund’s investments.  This “discount rate” 

assumption makes allowance for an anticipated out-performance of Fund returns relative to long term yields on 

UK Government bonds (“gilts”).  There is, however, no guarantee that Fund returns will out-perform gilts.  The 

risk is greater when measured over short periods such as the three years between formal actuarial valuations, 

when the actual returns and assumed returns can deviate sharply.   

Given the very long-term nature of the liabilities, a long term view of prospective asset returns is taken.  The 

long term in this context would be 20 to 30 years or more.   

For the purpose of the triennial funding valuation at 31 March 2013 and setting contribution rates effective from 

1 April 2014, the Fund actuary has assumed that future investment returns earned by the Fund over the long 

term will be 1.6% per annum greater than gilt yields at the time of the valuation (this is the same as that used at 

the 2010 valuation).  In the opinion of the Fund actuary, based on the current investment strategy of the Fund, 

this asset out-performance assumption is within a range that would be considered acceptable for the purposes 

of the funding valuation. 
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b) Salary growth 

Pay for public sector employees is currently subject to restriction by the UK Government until 2016.  Although 

this “pay freeze” does not officially apply to local government and associated employers, it has been suggested 

that they are likely to show similar restraint in respect of pay awards.  Based on long term historical analysis of 

the membership in LGPS funds, the salary increase assumption at the 2013 valuation has been set to 1% 

above the retail prices index (RPI) per annum.  This is a change from the previous valuation, which assumed a 

two year restriction at 1% per annum followed by longer term growth at RPI plus 1.5% per annum. 

The current assumption of 1% pa above RPI in effect captures the anticipated continued short term public 

sector pay restrictions, with an expectation of return to real salary growth in the long term thereafter. 

c) Pension increases 

Since 2011 the consumer prices index (CPI), rather than RPI, has been the basis for increases to public sector 

pensions in deferment and in payment.  This change was allowed for in the valuation calculations as at 31 

March 2010. Note that the basis of such increases is set by the Government, and is not under the control of the 

Fund or any employers. 

As at the previous valuation, we derive our assumption for RPI from market data as the difference between the 

yield on long-dated fixed interest and index-linked government bonds.  This is then reduced to arrive at the CPI 

assumption, to allow for the “formula effect” of the difference between RPI and CPI.  At this valuation, we 

propose a reduction of 0.8% per annum.  This is a larger reduction than at 2010, which will serve to reduce the 

value placed on the Fund’s liabilities (all other things being equal).  

d) Life expectancy 

The demographic assumptions are intended to be best estimates of future experience in the Fund based on 

past experience of LGPS funds which participate in Club Vita, the longevity analytics service used by the Fund, 

and endorsed by the actuary.   

The longevity assumptions that have been adopted at this valuation are a bespoke set of “VitaCurves”, 

produced by the Club Vita’s detailed analysis, which are specifically tailored to fit the membership profile of the 

Fund.  These curves are based on the data provided by the Fund for the purposes of this valuation. This is a 

change from the 2010 valuation, when actuarial profession standard tables were adopted. 

It is acknowledged that future life expectancy and, in particular, the allowance for future improvements in life 

expectancy, is uncertain.  There is a consensus amongst actuaries, demographers and medical experts that life 

expectancy is likely to improve in the future.  Allowance has been made in the ongoing valuation basis for future 

improvements in line with “medium cohort” and a 1.25% per annum minimum underpin to future reductions in 

mortality rates.  This is a higher allowance for future improvements than was made in 2010. 

The combined effect of the above changes from the 2010 valuation approach is to maintain broadly the same 

life expectancies on average.  The approach taken is considered reasonable in light of the long term nature of 

the Fund and the assumed level of security underpinning members’ benefits.    

e) General 

The same financial assumptions are adopted for all employers, in deriving the past service deficit and the future 

service rate: as described in (3.3), these calculated figures are translated in different ways into employer 

contributions, depending on the employer’s circumstances. 

The demographic assumptions, in particular the life expectancy assumption, in effect vary by type of member 

and so reflect the different membership profiles of employers. 
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Appendix F – Glossary 

Actuarial 

assumptions/basis 

The combined set of assumptions made by the actuary, regarding the future, to 

calculate the value of liabilities.  The main assumptions will relate to the discount 

rate, salary growth, pension increases and longevity.  More prudent assumptions 

will give a higher liability value, whereas more optimistic assumptions will give a 

lower value.  

Administering 

Authority 

The council with statutory responsibility for running the Fund, in effect the Fund’s 

“trustees”. 

Admission Bodies Employers which voluntarily participate in the Fund, so that their employees and ex-

employees are members.  There will be an Admission Agreement setting out the 

employer’s obligations.  For more details (see 2.5). 

Common 

contribution rate 

The Fund-wide future service rate plus past service adjustment. It should be 

noted that this will differ from the actual contributions payable by individual 

employers.  

Covenant The assessed financial strength of the employer. A strong covenant indicates a 

greater ability (and willingness) to pay for pension obligations in the long run. A 

weaker covenant means that it appears that the employer may have difficulties 

meeting its pension obligations in full over the longer term. 

Deficit The shortfall between the assets value and the liabilities value.  This relates to 

assets and liabilities built up to date, and ignores the future build-up of pension 

(which in effect is assumed to be met by future contributions).  

Deficit 

repair/recovery 

period 

The target length of time over which the current deficit is intended to be paid off.  A 

shorter period will give rise to a higher annual past service adjustment (deficit 

repair contribution), and vice versa.  

Designating 

Employer 

Employers such as town and parish councils that are able to participate in the LGPS 

via resolution.  These employers can designate which of their employees are 

eligible to join the Fund. 

Discount rate The annual rate at which future assumed cashflows (in and out of the Fund) are 

discounted to the present day.  This is necessary to provide a liabilities value 

which is consistent with the present day value of the assets, to calculate the deficit. 

A lower discount rate gives a higher liabilities value, and vice versa.  It is similarly 

used in the calculation of the future service rate and the common contribution 

rate.  

Employer An individual participating body in the Fund, which employs (or used to employ) 

members of the Fund.  Normally the assets and liabilities values for each 

employer are individually tracked, together with its future service rate at each 

valuation.  

Funding level The ratio of assets value to liabilities value: for further details (see 2.2). 
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Future service rate The actuarially calculated cost of each year’s build-up of pension by the current 

active members, excluding members’ contributions but including Fund 

administrative expenses.  This is calculated using a chosen set of actuarial 

assumptions.  

Gilt A UK Government bond, i.e. a promise by the Government to pay interest and 

capital as per the terms of that particular gilt, in return for an initial payment of 

capital by the purchaser. Gilts can be “fixed interest”, where the interest payments 

are level throughout the gilt’s term, or “index-linked” where the interest payments 

vary each year in line with a specified index (usually RPI). Gilts can be bought as 

assets by the Fund, but their main use in funding is as an objective measure of 

solvency. 

Guarantee / 

guarantor 

A formal promise by a third party (the guarantor) that it will meet any pension 

obligations not met by a specified employer. The presence of a guarantor will mean, 

for instance, that the Fund can consider the employer’s covenant to be as strong 

as its guarantor’s. 

Letting employer An employer which outsources or transfers a part of its services and workforce to 

another employer (usually a contractor). The contractor will pay towards the LGPS 

benefits accrued by the transferring members, but ultimately the obligation to pay 

for these benefits will revert to the letting employer. A letting employer will usually 

be a local authority, but can sometimes be another type of employer such as an 

Academy. 

Liabilities The actuarially calculated present value of all pension entitlements of all members 

of the Fund, built up to date.  This is compared with the present market value of 

Fund assets to derive the deficit.  It is calculated on a chosen set of actuarial 

assumptions.  

LGPS The Local Government Pension Scheme, a public sector pension arrangement put 

in place via Government Regulations, for workers in local government.  These 

Regulations also dictate eligibility (particularly for Scheduled Bodies), members’ 

contribution rates, benefit calculations and certain governance requirements.  The 

LGPS is divided into 101 Funds which map the UK.  Each LGPS Fund is 

autonomous to the extent not dictated by Regulations, e.g. regarding investment 

strategy, employer contributions and choice of advisers.  

Maturity A general term to describe a Fund (or an employer’s position within a Fund) where 

the members are closer to retirement (or more of them already retired) and the 

investment time horizon is shorter.  This has implications for investment strategy 

and, consequently, funding strategy.  

Members The individuals who have built up (and may still be building up) entitlement in the 

Fund.  They are divided into actives (current employee members), deferreds (ex-

employees who have not yet retired) and pensioners (ex-employees who have now 

retired, and dependants of deceased ex-employees).  

Past service 

adjustment 

The part of the employer’s annual contribution which relates to past service deficit 

repair. 
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Pooling Employers may be grouped together for the purpose of calculating contribution 

rates, so that their combined membership and asset shares are used to calculate a 

single contribution rate applicable to all employers in the pool. A pool may still 

require each individual employer to ultimately pay for its own share of deficit, or (if 

formally agreed) it may allow deficits to be passed from one employer to another. 

For further details of the Fund’s current pooling policy (see 3.4). 

Profile The profile of an employer’s membership or liability reflects various measurements 

of that employer’s members, i.e. current and former employees. This includes: the 

proportions which are active, deferred or pensioner; the average ages of each 

category; the varying salary or pension levels; the lengths of service of active 

members vs their salary levels, etc. A membership (or liability) profile might be 

measured for its maturity also. 

Rates and 

Adjustments 

Certificate 

A formal document required by the LGPS Regulations, which must be updated at 

least every three years at the conclusion of the formal valuation. This is completed 

by the actuary and confirms the contributions to be paid by each employer (or pool 

of employers) in the Fund for the three year period until the next valuation is 

completed. 

Scheduled Bodies  Types of employer explicitly defined in the LGPS Regulations, whose employers 

must be offered membership of their local LGPS Fund.  These include Councils, 

colleges, universities, academies, police and fire authorities etc, other than 

employees who have entitlement to a different public sector pension scheme (e.g. 

teachers, police and fire officers, university lecturers).  

Solvency In a funding context, this usually refers to a 100% funding level, i.e. where the 

assets value equals the liabilities value. 

Stabilisation Any method used to smooth out changes in employer contributions from one year to 

the next.  This is very broadly required by the LGPS Regulations, but in practice is 

particularly employed for large stable employers in the Fund.  Different methods 

may involve: probability-based modelling of future market movements; longer deficit 

recovery periods; higher discount rates; or some combination of these.  

Theoretical 

contribution rate 

The employer’s contribution rate, including both future service rate and past 

service adjustment, which would be calculated on the standard actuarial basis 

before any allowance for stabilisation or other agreed adjustment. 

Valuation An actuarial investigation to calculate the liabilities, future service contribution rate 

and common contribution rate for a Fund, and usually individual employers too.  

This is normally carried out in full every three years (last done as at 31 March 

2013), but can be approximately updated at other times.  The assets value is based 

on market values at the valuation date, and the liabilities value and contribution 

rates are based on long term bond market yields at that date also. 
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 investment of Pension Fund money.  It is prepared in  accordance with 
 Regulation 12 of the Local Government Pension Scheme 
 (Management and Investment of Funds) Regulations 2009. 
 
5.2 At the January meeting, the Committee agreed to include allocations 
 to infrastructure debt and multi sector credit within the investment 
 strategy.  The SIP has been updated to reflect these allocations.  
 Track changes are used to highlight the proposed amendments. 
 
5.3  The changes made to the SIP are: 
 

a) The tables in section 5, 6, annex 1 and annex 2 have been updated to 
include the new mandates and the funding from the reduction in 
BlackRock equities. 
 

b) Asset class ranges have been included.  Without these, the portfolio 
will always be non compliant with the SIP. 
 

c) Statements have been included that asset class allocations will be 
monitored against the ranges and rebalancing considered when 
appropriate i.e. rebalancing is not automatic. 
 

d) The narrative on the management of liquidity (section 5) has been 
amended. 
 

e) In section 6, the obligation for officers to meet with managers quarterly 
has been changed to a minimum of annually.   Normally active 
managers are seen quarterly, but passive less frequently. 
 

f) The statement on custody (section 12) reflects that the pension fund 
does not directly own individual stocks, bonds or properties. 
 

g) Although the pension fund does not directly loan securities, the two 
passive equity managers do undertake this activity, with the pension 
fund benefiting from part of the income. 
 

h) A section on the Committee’s investment beliefs has been added 
(annex 4).  The SIP is intended to set out the principles governing 
decision making.  Investment beliefs are central to the setting and 
implementation of strategy.  The key beliefs reflected in the strategy 
are that equities will outperform bonds in the long term and that active 
management does not add value in developed equity markets.  The 
Committee is invited to consider whether they agree with the 
statements and whether others should be included. 
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5.4 There are gaps in the draft SIP attached relating to the two new 
 mandates that will be populated in advance of the Committee 
 meeting. 
 

6. Comments of the Chief Finance Officer & financial implications  
 
6.1 The SIP is the formal documentation of the investment strategy.  The 
 changes agreed at the January 2014 meeting have been incorporated. 
 The strategy targets an investment return that has been modelled as 
 likely to eliminate the past service deficit over twenty years. 

 
7. Head of Legal Services and Legal Implications  
  
7.1 The Local Government Pension Scheme (Management & 

 Investment of Funds) Regulations 2009 (“2009 Regulations”) require 
the Pension Fund to prepare and keep under review a Statement of 
Investment Principles.  This is a document which sets out the Fund’s 
approach to investing and related matters. 

 
7.2 The Council as administering authority has the authority to invest the 

Pension Fund monies. The monies must be invested in accordance 
with the 2009 Regulations. 

 
7.3 Regulation 11 requires the Council as administering authority to 

formulate a policy for the investment of the Pension Fund monies. That 
policy must be formulated with a view to (a) the advisability of investing 
monies in a wide variety of investments and (b) the suitability and types 
of investments.  

 
7.4 Regulation 12 requires the Council as administering authority, after 

consultation with such persons as it considers appropriate, to prepare 
and maintain a written statement of principles. That statement must 
cover the following: 
(a) the types of investments to be held; 
b) the balance between different types of investments; 
c) risk 
d) the expected returns; 
e) the realisation of investments; 
f) social, environmental or ethical considerations; 
g) the exercise of the rights attached to investments; 
h) stock lending; and 
i) compliance or not with Secretary of State guidance. 
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8. Equalities and Community Cohesion Comments 
 
8.1 Not applicable. 

 
9. Head of Procurement Comments 
 
 9.1 Not applicable. 
 
10.  Policy Implications  
 
10.1 None. 

 
11.  Use of Appendices 
 
 Appendix 1: Statement of Investment Principles 
 

12  Local Government (Access to Information) Act 1985  
 
12.1 Not applicable.                       
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Statement of Investment Principles 
 
 
1 Introduction 

 
 This Statement of Investment Principles document sets out the principles 

governing the Haringey Council Pension Fund’s decisions about the 
investment of Pension Fund money.  It is prepared in accordance with 
Regulation 12 of the Local Government Pension Scheme (Management 
and Investment of Funds) Regulations 2009. 

 
 
2 Governance and decision making 
 
 Haringey Council is the Administering Authority for the Local 

Government Pension Scheme in the London Borough of Haringey area 
and as such is responsible for the investment of Pension Fund money.  
The Council has delegated this responsibility to the Corporate 
Committee. 

 
 The Committee is responsible for setting the investment strategy for the 

Pension Fund, appointing fund managers to implement it and monitoring 
the performance of the strategy.  The Committee retains an independent 
adviser and the services of an investment consultancy company, in 
addition to the advice it receives from the Chief Financial Officer and 
their staff. 

 
 Further information on the governance of the Pension Fund can be found 

in the Governance Compliance Statement on the website 
www.haringey.gov.uk/pensionfund  

 
 Stock level decisions are taken by the investment managers appointed 

by the Committee to implement the agreed investment strategy.   These 
decisions are taken within the parameters set out for each manager – 
more detail is provided in section 6 below. 

 
 
3 Objectives of the Pension Fund 
 
 The primary objective of the Pension Fund is: 
 

• To provide for members’ pension and lump sums benefits on their 
retirement or for their dependants benefits on death before or after 
retirement on a defined benefits basis. 
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 The investment objective of the Pension Fund is: 
 

• To achieve a return on Fund assets that is sufficient, over the long 
term, to meet the funding objectives. 

 
The Pension Fund recognises that the investment performance of the 
Fund is critical as it impacts directly on the level of employer’s 
contributions that the employers are required to pay. 

 
 The key funding objectives that relate to investment strategy are 

summarised below and more detail about them and how they will be 
achieved can be found in the Pension Fund’s Funding Strategy 
Statement on the website www.haringey.gov.uk/pensionfund  

 

• To ensure the long-term solvency of the Fund; 

• To ensure that sufficient funds are available to meet all benefits as 
they fall due for payment; and 

• Not to restrain unnecessarily the investment strategy of the Fund 
so that the Administering Authority can seek to maximise 
investment returns (and hence minimise the cost of the benefits) 
for an appropriate level of risk. 

 
This Statement of Investment Principles describes how the Haringey 
Council Pension Fund seeks to meet its objectives. 

 
4 Investment Parameters 
 
 The investment strategy of the Pension Fund must operate within the 

parameters set out in the Local Government Pension Scheme 
(Management and Investment of Funds) Regulations 2009 (“the 
regulations”).  The regulations state that the Pension Fund must invest 
any monies not needed immediately to make payments.   

  
 The regulations also state that the Pension Fund must have regard to the 

suitability and range of investments used and take proper advice in 
determining its investment strategy.  These issues are covered in more 
detail in sections 5-7 below. 

 
 The limits within which the Pension Fund operates are shown overleaf.  

All the limits are the lowest set by Schedule 1 to the regulations with the 
exception of the single insurance contract limit The Committee has 
exercised its right to increase its limit for a single insurance contract limit 
within the range set by the regulations.  This was done, after taking 
proper advice, in order to maximise the diversification and performance 
of the Fund’s assets while minimising the costs to the Pension Fund.  
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Type of Investment Limit 

Any single sub-underwriting contract 1% 

All contributions to any single partnership 2% 

All contributions to partnerships 5% 

The sum of all loans (except a Government loan) and all 
deposits with local authorities 

10% 

All investments in unlisted securities of companies 10% 

Any single holding (except unit trusts & UK gilts)  10% 

All deposits with any single institution 10% 

All sub-underwriting contracts 15% 

All investments in units or shares of the investments subject to 
the trusts of unit trust scheme managed by any one body 

25% 

All investments in open ended investment companies where 
the collective investment schemes constituted by the 
companies are managed by one body 

 

25% 

All investments in unit or other shares of the investments 
subject to the trusts of unit trust schemes and all investments 
in open-ended investment companies where the unit trust 
schemes and the collective investment schemes are 
constituted by those companies are managed by any one 
body. 

 

 

25% 

Any single insurance contract 35%* 

 
 * This limit is at the higher limit of the range (25-35%) laid down in the  

   regulations. 
 
 
 
5 Types of investments 
 
 The Committee has determined an overall asset allocation for the 

Pension Fund to meet the objectives within the parameters set out in 
section 4 above and to comply with the regulations.  The Committee 
have considered the suitability of different investments and the need to 
diversify the investments to reduce risk. The Fund's revised strategic 
benchmark is shown in the table overleaf. 
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Asset class Benchmark % Range % 

UK Equities   15 12-18% 

Overseas Equities   45 40-50% 

North America  21.7     

Europe ex UK 7.4     

Pacific ex Japan 3.4     

Japan  3.5     

Emerging Markets 9     

UK Index linked gilts   15 12-18% 

Property    10 6-12% 

Multi Sector Credit   5 4-6% 

Infrastructure Debt   5 4-6% 

Private Equity   5 4-6% 

Cash   0 0-10% 

 
 
 
  
 The Committee’s investment strategy was set following the results of the 

2013 actuarial valuation of the Pension Fund and takes into 
consideration the value and timing of projected future benefit payments, 
the funding position and the range of possible future economic and 
financial conditions.  The strategy aims to achieve the objectives set out 
in section three and balance the need to achieve full funding and 
maintain stability of contribution rates.  Normally, a full review of the 
investment strategy is undertaken every three years following an 
actuarial valuation.  The factors influencing the investment strategy are 
monitored and changes thereto may require more frequent reviews of the 
investment strategy. 

 
 The allocations to each asset classes will be impacted by changes in 

market value, income reinvested and cash investments and withdrawals.  
The Committee will monitor actual allocations against the ranges shown 
above and rebalance when considered appropriate. 

 
 In setting investment policy the Committee has discussed their 

investment beliefs (annex D), which inform the setting of strategy and its 
implementation, including manager selection. 
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 The Committee has decided to invest the majority of the Pension Fund 

investments in passively managed equity and bond funds to remove the 
risk of underperformance and ensure benchmark performance at a low 
cost. 

 
 Due to the size of the portfolios allocated to the investment managers, 

the investments are generally held in pooled funds, which are more cost 
effective for the Fund. 

 
 The majority of the investment types the Committee have decided to 

invest in are quickly realisable if required, including pooled equities, as 
the underlying securities are quoted on major markets.  The investments 
in property, multi sector credit, infrastructure debt and private equity, 
which represent 25% of the strategic allocations, are long term less liquid 
investments not designed to be realised early.   At the present time the 
Pension Fund has sufficient regular cash receipts to cover benefit 
payments and does not need to realise investments quickly. As the 
Pension Fund matures, income from equity investments is available to 
meet expenditure. 

 
 The asset allocation and associated benchmark is expected to produce a 

return in excess of the investment return assumed in the actuarial 
valuation over the long term. 

 
6 Investment Management arrangements 
 
 The Committee has appointed a number of external investment 

managers to implement its investment strategy.  The current investment 
managers and the percentage of the Pension Fund they currently 
manage are shown in the table below: 

 

Investment Manager Mandate %  

BlackRock Investment 
Management 

Global Equities & Index 
linked Bonds 

47.2 

Legal & General 
Investment Management 

Global Equities & Index 
Linked Bonds 

27.8 

TBC Multi Sector Credit 5 

TBC Infrastructure Debt 5 

CBRE Global Investors Property 10 

Pantheon Private Equity 5 

 
 
 A range of investment managers have been appointed to diversify the 

Pension Fund and so reduce the risk of poor performance.  The 
allocations above reflect the asset class benchmarks shown in section 5.  
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Movements away from benchmarks and rebalancing are managed at 
asset class level for which monitoring ranges have been set. 

 
 The equity and index linked bond investment managers are expected to 

perform in line with their benchmarks, as they are investing on behalf of 
the Fund on a passive basis.  The detail of their benchmarks is set out in 
Annex B.  The other investment managers are expected to meet the 
targets set above the benchmarks detailed in Annex A over the long 
term.  

 
 The investment managers’ performance is assessed on a quarterly 

basis, with independent performance data provided by the Pension 
Fund’s global custodian Northern Trust.  The Chief Financial Officer 
and/or their representative meet with the investment managers on an 
annual or more frequent basis to discuss performance.   

 
 The investment managers are paid fees relating to the value of the funds 

they are managing on the Pension Fund’s behalf, or in the case of 
private equity on the amount committed. In some case e.g. private equity 
an additional performance related fee based is also payable. 

 
  

There will always be a balance of cash used to manage benefit 
payments invested in-house and there may be occasions when the 
Committee decide to invest in cash on a short term basis.  These 
investments will be placed in line with the Treasury Management 
Strategy Statement in place at the time. 

 
7 Advice 
 
 The regulations set out the requirement for the Pension Fund to obtain 

proper advice at reasonable intervals.  The Committee has three sources 
of advice independent of the investment managers used by the Pension 
Fund: 

 

• Chief Financial Officer  and their staff 

• Investment Consultant –  Mercer 

• Independent Adviser – John Raisin 
 

The Chief Financial Officer (or their representative) attends all 
Committee meetings to support the Committee to scrutinise both the 
performance of the investment managers and the investment consultant.  
The Investment Consultant and Independent Adviser attend Committee 
meetings as required. 
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8 Risk 
 
 The Pension Fund’s investment strategy has an inherent degree of risk 

which has to be taken in order to achieve the rate of return required.  The 
Pension Fund has put in place a number of controls in order to minimise 
the level of risk taken. 

 
 The benchmark the Committee has set involves a wide range of asset 

classes and geographical areas.  This diversification reduces the risk of 
low returns. As the majority of the Fund is invested on a passive basis, 
risk of underperforming the benchmark has been significantly reduced. 

 
 Appointing a range of investment managers ensures that the risk of 

underperformance is reduced through diversification. 
 
 
9 Responsible ownership 
 
 The Committee has agreed a responsible investment policy, which can 

be found on the website www.haringey.gov.uk/pensionfund  
 
 The Pension Fund believes the adoption by companies of positive 

Environmental, Social and Governance principles can enhance their long 
term performance and increase their financial returns.  The Pension 
Fund has demonstrated this by adopting the United Nations Principles 
for Responsible Investment and by being a member of the Local 
Authority Pension Fund Forum, which undertakes engagement activity 
with companies on behalf of its members. 

 
 The investment managers are expected to consider responsible 

investment issues when voting on behalf of the Pension Fund.  However 
in instances where shareholder value and responsible investment 
conflict, the investment managers are instructed to vote for shareholder 
value and report these instances to the Committee.  All investment 
managers are expected to vote in respect of all pooled funds. 

 
 
 
10 Compliance with Myners Principles 
 
 The regulations require Local Government Pension Funds to state in 

their Statement of Investment Principles the extent to which the Fund’s 
investment policy complies with published guidance on the Myners 
Principles.  The Myners principles are a set of principles on investment 
decision making for occupational pension schemes.   The Pension Fund 
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complies with all of these principles.   The detail of the principles is set 
out in Annex D. 

 
 
11 Additional Voluntary Contributions (AVCs) 
 
 The Pension Fund is required to provide scheme members with the 

opportunity to invest additional voluntary contributions.  These are 
invested separately from the Pension Fund’s other assets and the 
scheme members take the investment risk. 

 
 AVCs are invested with Prudential Assurance, Clerical & Medical and 

Equitable Life.  Scheme members can choose which company to invest 
with (except Equitable Life, which is not open to new members) and 
select from a range of policies to suit their appetite for risk. 

 
12 Other issues 
 
 Custody – The Pension Fund’s assets are held by an independent global 

custodian, Northern Trust.  The performance and fees for their contract are 
reviewed regularly. As the Pension Fund does not directly own equities, bonds 
or properties, custody activity is limited to controlling cash, valuation record 
keeping and performance analysis. 

 
 Stock Lending – The Pension Fund does not undertake any stock 

lending activities.  However, the pooled funds operated by both Legal & 
General and BlackRock do engage in stock lending and the Pension 
Fund receives a share of the revenue generated. 

 
Review process – This document is reviewed by the Committee on an 
annual basis and whenever any major change to the investment strategy 
is undertaken to ensure it remains up to date. 

  

 Publication – This document is published on the Haringey Council 
Pension Fund website www.haringey.gov.uk/pensionfund and forms part 
of the Pension Fund Annual Report. 

 
 
 Annexes 
 A Investment managers and mandates 
 B Global Equity & Bond benchmarks 
 C Compliance with Myners principles 
 D Investment beliefs 
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Annex A: Investment Managers and mandates 

 

Manager 
% of Total 
Portfolio Mandate Benchmark Performance Target 

BlackRock Investment 
Management 47.20% 

Global Equities & 
Bonds See below 

Index (passively 
managed) 

Legal & General 
Investment 
Management 27.80% 

Global Equities & 
Bonds See below 

Index (passively 
managed) 

TBC 5.00% Multi Sector Credit TBC TBC 

TBC 5.00% Infrastructure Debt TBC TBC 

CBRE Global Investors 10% Property 

IPD UK Pooled 
Property Funds 
All Balanced 

Index 
+1% gross of fees p.a. 
over a rolling 5 yr period 

Pantheon Private Equity 5% Private Equity 
MSCI World 
Index plus 5% 

+ 0.75% gross of fees 
p.a. 

Total 100%              
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Annex B: Global Equity & Bond Benchmarks 

 

Asset Class Benchmark BlackRock 
Investment 

Management 

Legal & General 
Investment 

Management 

Total 

UK Equities FTSE All Share 12.40% 2.60% 15.00% 

          

Overseas Equities   22.80% 22.20% 45.00% 

North America FT World Developed 
North America GBP 
Unhedged 

17.90% 3.80% 21.70% 

Europe ex UK FT World Developed 
Europe X UK GBP 
Unhedged 

3.10% 4.30% 7.40% 

Pacific ex Japan FT World Developed 
Pacific X Japan GBP 
Unhedged 

1.40% 2.00% 3.40% 

Japan FT World Developed 
Japan GBP Unhedged 

0.40% 3.10% 3.50% 

Emerging Markets FT World Global 
Emerging Markets GBP 
Unhedged 

0.00% 9.00% 9.00% 

          

Index Linked Gilts FTA Index Linked Over 
5 Years Index 

12.00% 3.00% 15.00% 

    47.20% 27.80% 75.00% 
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Asset Class Benchmark BlackRock 
Investment 

Management 

Legal & General 
Investment 

Management 

Total 

UK Equities FTSE All Share 14.9% 2.6% 17.5% 

     

Overseas Equities  28.8% 23.7% 52.5% 

North America FT World Developed North 
America GBP Unhedged 

21.5% 3.8% 25.3% 

Europe ex UK FT World Developed Europe X 
UK GBP Unhedged 

4.3% 4.3% 8.6% 

Pacific ex Japan FT World Developed Pacific X 
Japan GBP Unhedged 

2.0% 2.0% 4.0% 

Japan FT World Developed Japan 
GBP Unhedged 

1.0% 3.1% 4.1% 

Emerging Markets FT World Global Emerging 
Markets GBP Unhedged 

0.0% 10.5% 10.5% 

     

Index Linked Gilts FTA Index Linked Over 5 
Years Index 

12.0% 3.0% 15.0% 

  55.7% 29.3% 85.0% 
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 Annex C: Compliance with Myners Principles 

1. Effective Decision Making 

Administering authorities should ensure that: 

• decisions are taken by persons or organisations with the skills, knowledge, advice and resources necessary to make them 
effectively and monitor their implementation; 
and 

• those persons or organisations have sufficient expertise to be able to evaluate and challenge the advice they receive, and 
manage conflicts of interest. 

Haringey position 

Haringey offers regular training to all members of the Committee to ensure they have the necessary knowledge to make decisions 
and challenge the advice they receive. 

2. Clear Objectives 

An overall investment objective(s) should be set out for the fund that takes account of the scheme’s liabilities, the potential impact 
on local tax payers, the strength of the covenant for non-local authority employers, and the attitude to risk of both the administering 
authority and scheme employers, and these should be clearly communicated to advisers and investment managers. 

Haringey position 
The Pension Fund sets out an investment objective in section 2 of this Statement of Investment Principles, which reflects the 
current deficit position of the Pension Fund and the desire to return to full funding with a minimum impact on the local tax payer.  
The Statement of Investment Principles is provided to all the Pension Fund’s advisers and investment managers whenever it is 
updated. 
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3. Risk and Liabilities 

In setting and reviewing their investment strategy, administering authorities should take account of the form and structure of 
liabilities.  These include the implications for local tax payers, the strength of the covenant for participating employers, the risk of 
their default and longevity risk. 

Haringey position 

The Committee’s investment strategy was set following the results of the last formal valuation of the Pension Fund, which 
incorporated these issues.  

 

4. Performance Assessment 

Arrangements should be in place for the formal measurement of performance of the investments, investment managers and 
advisers. 

Administering authorities should also periodically make a formal assessment of their own effectiveness as a decision making body 
and report on this to scheme members. 

Haringey position 

The Committee reviews the performance of Pension Fund investments on a quarterly basis and meets with investment managers 
at least once a year.  Contracts with advisers are reviewed regularly.  The Committee undertakes an assessment of their own 
effectiveness on a regular basis. 
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5. Responsible ownership 

Administering authorities should: 

• adopt or ensure their investment managers adopt, the Institutional Shareholders’ Committee Statement of Principles on the 
responsibilities of shareholders and agents 

• include a statement of their policy on responsible ownership in the statement of investment principles 

• report periodically to scheme members on the discharge of such responsibilities. 

Haringey position 
The Pension Fund’s fund managers have adopted or are committed to the Institutional Shareholders’ Committee Statement of 
Principles. 
The Pension Fund includes a statement of their policy on responsible ownership in section 9 of this Statement of Investment 
Principles.  This is monitored on a quarterly basis through the Committee and reported to scheme members through the annual 
report to scheme members. 
 

6.Transparency and reporting 

Administering authorities should: 

• act in a transparent manner, communicating with stakeholders on issues relating to their management of investment, its 
governance and risks, including performance against stated objectives 

• provide regular communication to scheme members in the form they consider most appropriate. 

Haringey position 
The Pension Fund communicates with its stakeholders through the publication of policy statements and an Annual Report on its 
website.   The Pension Fund communicates regularly with its scheme members and the communication policy statement provides 
information about how this is done. 
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Annex 4 
 

Statement of Investment Belief’s  
 
 

The objective of this Statement is to set out the key investment beliefs held by the Corporate Committee (the Committee) of 
Haringey Council. These beliefs will form the foundation of discussions, and assist decisions, regarding the structure of the 
Haringey Pension Fund, strategic asset allocation and the selection of investment managers.  

 

The Investment beliefs have been prepared by the administering authority in consultation with the Independent Advisor and 
Investment Consultant. In forming these beliefs the Committee take into consideration the ongoing advice received from Officers 
and Advisors. 
 
1) Investment Governance 

 

a) The Fund has the necessary skills, expertise and resources to take decisions on asset allocations, rebalancing and fund 

manager appointments. 

b) Day to day investment decisions are delegated to regulated external fund managers that have appropriate skills & 

experience. 

c) Investment consultants, independent advisors and officers are a source of expertise and research to inform Committee 

decisions. 

d) The Committee primary goal is the security of assets and will only take decisions when the Committee is convinced that it is 

right to do so.  In that regard, training in advance of decision making is a priority. 
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2) Long Term Approach 

 

a) The strength of the employers’ covenant allows a longer term deficit recovery period and for the Fund to take a long term 

view of investment strategy. 

b) The most important aspect of risk is not the volatility of returns but the risk of absolute loss and of not meeting the objective 

of facilitating low, stable contribution rates for employers.  

c) Illiquidity and volatility are shorter term risks which offer potential sources of additional compensation to the long term 

investor. Moreover, it is important to avoid being a forced seller in short term markets. 

d) Participation in economic growth is a major source of long term equity return. 

e) Over the long term, equities are expected to outperform other liquid assets, particularly government bonds. 

f) Well governed companies that manage their business in a responsible manner will produce higher returns over the long 

term. 

3) Appropriate Investments 

 

a) Allocations to asset classes other than equities and government bonds (e.g. corporate bonds, private equity and property) 

offer the Fund other forms of risk premia (e.g. additional solvency risk/illiquidity risk). 

b) Diversification across asset classes and asset types will tend to reduce the volatility of the overall Fund return. 
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4) Management Strategies 

 

a) Passive management provides low cost exposure to asset class returns and is especially attractive in efficient markets where 

there is limited evidence that active management can consistently generate returns (after additional costs) that exceed index 

benchmarks.  Most equity markets are sufficiently efficient to prefer passive equity investments. 

b) Active management will only be considered in markets in which passive approaches are either impossible or there is strong 

evidence that active management can add value over the long-term.  Fixed income, property and alternatives are suited to 

active management. 

c) Active managers are expensive and fees should be aligned to the value created in excess of the performance of the market. 

d) Active management performance should be monitored over multi-year rolling cycles and assessed to confirm that the original 

investment process on appointment is being delivered and that continued appointment is appropriate. 

e) Implementation of strategies must be consistent with the governance capabilities of the Committee. 

 

P
a
g
e
 1

0
9



Page 110

This page is intentionally left blank



 

Page 1 of 15 

 

 

 
Report for: 
 

 

 
Title: 
 

 

 
Report authorised 
by : 
 

 

 
Lead Officer: 
 

 
 

 
Ward(s) affected: N/A 
 

 
1. Describe the issue under consideration 
 
1.1 To report the following in respect of the 

• Investment asset allocation 

• Investment 

• Responsible investment activity

• Budget management

• Late payment of contributions

• Communications
 
2. Cabinet Member Introduction
 
2.1 Not applicable.
 
3. Recommendations 
 
3.1 That the information provided in respect of the activity in the 

31st December 
 
4. Other options considered
 
4.1 None. 

 
Corporate Committee 
20 March  2014 

Item 
number 

 

 
Pension Fund Quarterly Update 

 
Assistant Director – Finance (CFO) 

George Bruce, Head of Finance – Treasury & 
Pensions 

george.bruce@haringey.gov.uk 
020 8489 3726 

 
 
Report for Non Key Decision
 

Describe the issue under consideration  

To report the following in respect of the three months to 

Investment asset allocation  

Investment performance 

Responsible investment activity 

Budget management 

Late payment of contributions 

Communications 

Cabinet Member Introduction 

Not applicable.  

Recommendations  

That the information provided in respect of the activity in the 
December 2013 is noted. 

Other options considered 

Treasury & 

Non Key Decision 

to 31st December 2013: 

That the information provided in respect of the activity in the three months to 
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5. Background information  
 
5.1 This report is produced on a quarterly basis to update the Committee on a 

number of Pension Fund issues.  The Local Government Pension Scheme 
Regulations require the Committee to review investment performance on a 
quarterly basis and sections 13 and 14 provide the information for this.  
Appendix 1 shows the targets which have been agreed with the fund 
managers.   

 
5.2 The Pension Fund has a responsible investment policy and section 15 of this 

report monitors action taken in line with it.  The remainder of the report covers 
various issues on which the Committee or its predecessor body have 
requested they receive regular updates. 

 
5.3 Following the request at the Committee’s meeting in September 2012, 

information on communication with stakeholders has been provided by 
officers in Human Resources and included in section 18. 

 
 
6. Comments of the Chief Financial Officer and Financial Implications  
 
6.1 The investment performance figures in section 14 show the impact of the 

introduction of passive fund managers in that generally the variance from 
target has reduced. The continuing negative performance over five years 
reflects the underperformance of the previous active managers which is likely 
to continue to show for the next few years. The quarterly performance is very 
close to target. 

 
7. Head of Legal Services and Legal Implications  
 

7.1 The Council as administering authority for the Haringey Pension Fund 
(“Fund”) has an obligation to keep the performance of its investment 
managers under review. In this respect the Council must, at least every three 
months review the investments made by investment managers for the Fund 
and any other actions taken by them in relation to it; 
 

7.2 Periodically the Council must consider whether or not to retain the investment 
managers. In particular members should note the continuing negative 
performance and the reason stated in this report as to why this is the case; 
 

7.3 In carrying out its review proper advice must be obtained about the variety of 
investments that have been made and the suitability and types of investment; 
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7.4 All monies must be invested in accordance with the Council’s investment 
policy and members of the Committee should keep this duty in mind when 
considering this report and have regard to advice given to them. 

 
8. Equalities and Community Cohesion Comments 
 
8.1 The Local Government Pension Scheme is a defined benefit open scheme 

enabling all employees of the Local Authority to participate. There are no 
impacts in terms of equality from the recommendations contained within this 
report. 

 
9. Head of Procurement Comments 
 
9.1 Not applicable 
 
10.  Policy Implications  
 
10.1  None. 

 
11.  Use of Appendices 
 
11.1 Appendix 1: Investment Managers’ mandates, benchmarks and targets.  
 
12.  Local Government (Access to Information) Act 1985  
 
12.1 Not applicable 
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13. Investment Update 
 

 13.1 Fund Holdings at 30th September 2013  
 

Total Portfolio Allocation by Manager & Asset Class 

            31/12/2013 & 31/01/2014 

Value Value 
 

Value 
 
Allocation 

 
Strategic  

 30.09.13 31.12.13 
 

31.01.14 
 
30.01.2014 

 
Allocation 

 

  
£'000 £'000 

 
£'000 

 
% 

 
% 

   

Equities 
  UK  184,423 176,383 170,980 19.7% 17.5% 

North America 211,889 255,655 248,746 28.7% 25.3% 

Europe 84,705 82,680 80,335 9.3% 8.6% 

Japan 41,571 35,741 34,650 4.0% 4.1% 

Asia Pacific 33,314 35,762 34,081 3.9% 4.0% 

Emerging Markets 89,966 89,426 84,078 9.7% 10.5% 

Total Equities 
 

645,868 675,647 
 

652,870 75.3% 70.0% 

   Bonds 
  

Index Linked 119,051 117,958 
 

120,037 13.8% 
 

15.0% 

Property 
 

CBRE 54,239 56,691 56,478 6.5% 
 

10.0% 

Private equity 
 

Pantheon 34,156 34,527 34,190 3.9% 
 

5.0% 

Cash & NCA 
 

6,999 5,883 4,438 0.5% 
 

0.0% 

  

Total 
Assets 

 
860,313 

 
890,706   868,013 

 
100.0% 

 
100.0% 

Fund  Managers 
 

Legal & General 244,638 248,821 239,659 27.6% 
 

29.3% 

   BlackRock 520,281 544,784 533,248 61.5% 
 

55.7% 
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   The value of the portfolio increased by £7.7 million between September 2013 
and January 2014.  Equities gains were the main contributor to the market 
movements.  During Q4, 2013 the final phase of the rebalancing of equity 
markets was completed. 
 
 The recovery in equity markets in the last two years has seen the equity 
weighting rise to 75.3%, in excess of its strategic weighting.  The other asset 
classes, mainly property remain, underweight.  The January 2014 Corporate 
Committee meeting agreed to rebalance property back to its strategic allocation 
of 10%, which will involve additional property investments of approximately £30 
million funded from sales of equities. 
 
14. Investment Performance Update: to 31th December 2013 
 
Appendix 1 provides details of the benchmarks and targets the fund managers 
have been set.  The tables below show the performance in the quarter July to 
September 2013.  
 
14.1 Whole Fund 
 

 Return Benchmark (Under)/Out 

Oct-Dec 2013 3.72% 3.86% (0.14%) 

One Year 14.65% 15.82% (1.17%) 

Three Years 8.04% 8.30% (0.26%) 

Five Years 10.59% 11.43% (0.84%) 

• Performance in the quarter was very close to target. Underperformance 
over longer periods is driven by private equity and property.   Further 
details of the returns from each asset class are given below. 

• The negative three and five year returns are carried forward from 
previous manager structures. 

 
14.2 BlackRock Investment Management   
 

 Return Benchmark (Under)/Out 

Oct-Dec 2013 4.71% 4.52% 0.19% 

One Year 18.49% 18.91% (0.42%) 

• Total Value at 31/12/13: £544.8 million 

• BlackRock manages equities and index linked passively. 

• Further details of returns at geographic level are given in section 14.7, which 
indicates underperformance against the Japanese and North American 
indices, which is being investigated. 
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14.3 Legal & General Investment Management 
 

 Return Benchmark Variance 

Oct-Dec 2013 1.72% 1.89% (0.17%) 

One Year 8.90% 9.71% (0.81%) 

• Total Value at 31/12/13: £248.8 million  

• At investment level, L&G is able to add value over index benchmarks 
through timing transactions.  As can be seen from section 14.7 below 
the underperformance over one year is due to their portfolio being out of 
alignment with the benchmark.   

 
14.4 CBRE Global Investors 

 

 Return Benchmark (Under)/Out 

Oct-Dec 2013 4.44% 4.30% 0.14% 

One Year 8.75% 9.52% (0.77%) 

Three Years 4.77% 6.04% (1.27%) 

Five Years 3.39% 5.61% (2.22%) 

• Total Value at 31/12/13: £56.7 million 

• Although performance in the quarter exceeded benchmark for year CBRE 
have underperformed their benchmark by 0.8%.  The target is to out perform 
by 1% p.a. 

• Recently, the UK portfolio has exceeded benchmark, but the overall portfolio 
has suffered from exposure to Italian and German funds. 

• Compared with the average Local Authority fund, the quarterly and annual 
(most recent data available) returns for CBRE exceeds the average by 0.6% 
and 1.0%.   

 
14.5 Pantheon 

 

 Return Distributions 
in period 

Drawdowns  
in period 

% 
drawdown 

Oct-Dec 2013 1.82% £2.06m £0.32m  

One Year 11.02% £4.99m £3.44m  

Since inception 3.94% £7.43m £32.80m 69.4% 

• Total Value at 31/12/13: £34.5 million 

• Distributions exceeded drawdowns during the quarter as the funds moved into 
the distribution phase of their cycles. 

• The performance target is the MCSI Worlds plus 5.75%, which for 12 months 
is 31.14% and 3 years 15.51%.  Actual returns for three ears net of fees is 
15.3%.  The funds are still relatively young for a true picture of long term 
returns to emerge. The performance benchmark (MSCI plus 5% net of fees) is 
challenging. 

• Pantheon’s one year return of 11.0% exceeds the local authority average by 
1.9%.  The underperformance against the private equity benchmark (-19%) 
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represents nearly 1% at total portfolio and explains almost all the relative 
performance at total fund level. 
 

 14.6 In house cash 
 

 Value Average 
Credit Rating 

Average 
Maturity (days) 

Return 
 

At 31/12/13 £0.92m AAA 1 0.22% 

At 30/09/13 £2.73m AAA 1 0.33% 

At 30/06/13 £3.18m AAA 1 0.33%  

At 31/03/12 £5.51m AAA 1 0.31% 

 
14.7 Equity Market Performance 
 

3 months  12 months  Allocations 

Return  Benchmark Return  Benchmark Diff Actual Target 

Legal & General 

UK Equity 5.48 5.46 21.00 20.81 0.19 9.28% 8.87% 

North Amer equ 7.48 7.48 28.31 28.30 0.01 12.81% 12.97% 

Europe equ 5.69 5.79 26.44 26.47 -0.03 15.46% 14.67% 

Asia Pac equ -1.13 -1.15 2.52 2.43 0.09 6.69% 6.83% 

Japan 0.03 0.09 25.14 24.95 0.19 10.50% 10.58% 

Emerging Mkts -0.60 -0.69 -5.43 -5.29 -0.14 36.01% 35.84% 

Index linked -0.92 -0.93 0.64 0.58 0.06 9.25% 10.24% 

total 1.71 1.89 8.91 9.71 -0.80 100.00% 100.00% 

BlackRock 

UK Equity 5.49 5.46 21.10 20.81 0.29 28.13% 26.75% 

North Amer equ 7.60 7.48 27.79 28.30 -0.51 41.07% 38.60% 

Europe equ 5.82 5.79 26.67 26.47 0.20 8.10% 7.72% 

Asia Pac equ -0.93 -1.15 2.44 2.43 0.01 3.51% 3.57% 

Japan 0.00 0.09 23.09 24.95 -1.86 1.76% 1.80% 

Emerging Mkts 

Index linked -0.92 -0.93 0.68 0.58 0.10 17.43% 21.56% 

total 4.71 4.52 18.49 18.91 -0.42 100.00% 100.00% 

 
 
The above table breaks down the performance of L&G and BlackRock at regional 
level.  For 9 out of 13 regional / assets classes, performance exceeds the 
benchmark. The only significant underperformance is BlackRock’s US and Japanese 
portfolios
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15. Responsible Investment Activity in the three months ended 31st December 2013 

BlackRock Legal & General LAPFF 

15.1 Environmental Issues 
 Lonmin  

 
Visited a mine in South Africa to better 
understand their relationship with 
employees, local communities and other 
sustainability issues. We met the new 
CEO along with senior executives, 
including Head of Mining. We discussed 
the relationship with the newly formed 
union, with respect to the latest pay 
negotiations, safety, community 
programmes and socio-economic 
backgrounds impacting their operations 
and housing for employees. We will 
continue to monitor mining companies 
regarding their operations in South Africa 
 

Apache 

L&G  regularly engage with the company 
on various ESG issues and following the 
defeat of the company's say on pay vote, 
we discussed what the company could do 
better in terms of its compensation 
structure. We also discussed the progress 
they had made on integrating key 

 Focussed on ‘stranded assets’, carbon 
management strategies and climate 
change performance scores with BP. A 
meeting with Glencore Xstrata also 
initiated a discussion on these 
issues. 
 
 Co-signed letters to major US, 
European and Japanese consumer 
companies in the palm oil supply chain 
on the sustainability of their supplies. 
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BlackRock Legal & General LAPFF 

environmental and social risks into its 
compensation structure 

 

 

BlackRock Legal & General LAPFF 

15.2 Governance / Remuneration Issues 

In light of the upcoming legal changes to 
executive remuneration in the UK, we have 
experienced a considerable increase during 
the quarter in the number of engagements 
with issuers on executive remuneration 
matters. Companies are in the midst of 
reviewing their remuneration arrangements 
and seeking shareholder feedback in 
anticipation for the introduction of the binding 
vote on their remuneration policy. 
 
Engaged with a number of issuers on 
succession planning, in a joint engagement 
with our portfolio management team, we met 
with the Chairman of a luxury goods company 
to discuss the succession plan carried out 
after the departure of its CEO. We sought to 
understand the process that had been in place 
to identify the successor and how this 
appointment would impact the business 
overall. 

JP Morgan  
 
Discussed the significant unauthorised 
trading losses and the mechanisms the 
company has strengthened as a result of 
these failures. Also discussed was our 
preference for a split CEO and Chairman 
role and the company's actions to 
strengthen the risk committee 
 
Renault 
 
Participated in a meeting with the 
company to discuss board structure, 
independence levels, director tenures and 
mandates, the role of the Lead 
Independent Director and the combined 
CEO and Chairman role. Also discussed 
was the new shareholder vote on 
remuneration and what we as 
shareholders would expect to be 

 Sent a letter to Oracle outlining their 
concerns about executive pay. The 
Company lost its pay vote for the 
second year in a row, but the Board 
remains defiant. 
 
 Met with Standard Chartered, M&S 
and Burberry to discuss remuneration 
issues and get company feedback on 
LAPFF’s ‘Expectations for Executive 
Pay’ document. 
Corresponded with Afren, Easyjet and 
G4S regarding pay practices and pay 
complexity and to seek further 
meetings. 
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BlackRock Legal & General LAPFF 

 
Concluded our thematic engagement series 
on corporate responsibility and sustainability 
practices across the retail and grocer sector. 
We held a final meeting in the series with a 
UK grocer to discuss the company's 
sustainability programme, including the recent 
refocus to use their scale to push for change 
and the new CEO's focus on creating a 
sustainable business over the long-term. 
Significant time has been spent over the last 
year on engaging internal and external 
stakeholders to understand what the key 
concerns are and what the objectives for the 
programme should be. We also discussed the 
company’s work with a number of industry 
bodies in furthering best practice. Similar to 
our previous findings, we believe that 
commitment throughout the organisation will 
determine the success of this new 

disclosed 
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BlackRock Legal & General LAPFF 

15.3 Other Engagement activity 

The main themes for voting against 
management this quarter include board 
composition and the lack of sufficient 
independent oversight, poor remuneration 
practices and general share issuance 
requests in excess of recommended 
guidelines without sound rationale. 
 
This quarter saw an extraordinary shareholder 
meeting of a UK manufacturer of technology 
systems and components. The main issue 
was the vote on a share incentive plan for the 
incoming CEO. The one-off plan, which was 
proposed in addition to the agreed annual pay 
package upon appointment as CEO, had a 
number of features that were not considered 
to be in the interest of shareholders. These 
included a high level of matching shares 
vesting on the development of the share price, 
and the possibility for early vesting following a 
change of control, while not being time pro-
rated. Given these conditions, it was decided 
to vote against the plan. 

RSA 
 
Engaged with the board chairman who 
explained that PWC had been appointed 
to look at the control processes within the 
Irish insurance business after the 
disclosure of significant losses. The CEO 
resigned after the profit warning and the 
chairman said he would take on this 
additional role for up to a year while 
reviewing the company strategy. We will 
continue to engage with the company and 
monitor their performance 

Explored the impact of governance 
changes at Twenty-First Century Fox 
since the split from News Corporation 
and discussed the approach to the 
ongoing phone hacking scandal. 
 
Responded to a FRC consultation on 
the strategic report raising concerns 
about its status and compatibility with 
UK Company Law, and to a FRC 
consultation on directors’ 
remuneration. Provided input to the 
SEC on pay ratio disclosure. 
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16. Budget Management – nine months to 31st December 2013 

 

 Prior 
year 

(9 mths) 
£’000 

Actual 
 
 

£’000 

Variance 
(under)/ 

overspend 
£’000 

Contributions & Benefit related expenditure 

Income    
 Employee Contributions 6,600 6,408 (192) 
 Employer Contributions 24,000 22,244 (1,756) 
 Transfer Values in 3,000 1,770 (1,230) 

Total Income 33,600 30,422 (3,178) 

 

Expenditure    
 Pensions & Benefits (30,000) (30,446) (446) 
 Transfer Values Paid (3,900) (1,786) 2,114 
 Administrative Expenses (600) (459) 141 

Total Expenditure (34,500) (32,691) 1,809 

 

Net of Contributions & Benefits (900) (2,269) (1,369) 

 

Returns on investment 

 Net Investment Income  2,700 1,800 (900) 
 Investment Management Expenses (1,200) (444) 756 

Net Return on Investment 1,500 1,356 (144) 

    

Total 600 (913)) (1,513) 
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17. Late Payment of Contributions 
 

17.1 The table below provides details of the employers who have made late 
payments during the last quarter.  

 

Employer Occasions 
late 

Average 
Number of 
days late 

Average 
monthly 

contributions(£) 

Mulberry 1 8 14,500 

TLC 1 4 4,183 

 
18. Communication Policy 
 
18.1 Two sets of regulations govern pension communications in the LGPS: The 

Disclosure of Information Regulations 1996 (as amended) and Regulation 67 
of the Local Government Pensions Scheme (Administration) Regulations 
2008 as amended. 

 
18.2 In March 2011, the Council approved the Pensions Administration Strategy 

Statement (PASS).  The PASS sets out time scales and procedures which 
are compliant with the requirements of the Disclosure of Information 
Regulations. The PASS is a framework within which the Council as the 
Administering Authority for the Fund can work together with its employing 
bodies to ensure that the necessary statutory requirements are being met. 

 
18.3 In June 2008 the Council approved the Policy Statement on Communications 

with scheme members and employing bodies. The Policy Statement identifies 
the means by which the Council communicates with the Fund members, the 
employing bodies, elected members, and other stakeholders. These cover a 
wide range of activities which include meetings, workshops, individual 
correspondence and use of the internet. In recent times, the Pensions web 
page has been developed to provide a wide range of employee guides, forms 
and policy documents. Where possible, Newsletters and individual notices are 
sent by email to reduce printing and postage costs. 

 
18.4 The requirement to publish a Communications Policy Statement recognises 

the importance that transparent effective communication has on the proper 
management of the LGPS.  

 
18.5 During the third quarter of 2013-14, one of the Council’s AVC providers 

Prudential gave a presentation to staff on the services they offer. In 
December the Council met with the other employer bodies participating in the 
Fund, to share information on the 2014 actuarial valuation exercise and to 
provide a brief outline on the new scheme to be introduced from April 2014. 
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Appendix 1 – Investment Managers mandates, benchmarks and targets 
 
 
 

Manager 
% of Total 
Portfolio 

Mandate Benchmark Performance Target 

BlackRock Investment 
Management 

55.7% 
Global Equities 

& Bonds 
See overleaf 

Index (passively 
managed) 

Legal & General Investment 
Management 

29.3% 
Global Equities 

& Bonds 
See overleaf 

Index (passively 
managed) 

CBRE Global Investors 10% Property 
IPD UK Pooled 

Property Funds All 
Balanced Index 

+1% gross of fees p.a. 
over a rolling 5 yr period 

Pantheon Private Equity 5% Private Equity 
MSCI World Index plus 

5% 
+ 0.75% gross of fees 

p.a. 

Total 100%            
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. 

Asset Class Benchmark BlackRock 
Investment 

Management 

Legal & General 
Investment 

Management 

Total 

UK Equities FTSE All Share 14.9% 2.6% 17.5% 

     

Overseas Equities  28.8% 23.7% 52.5% 

North America FT World Developed North 
America GBP Unhedged 

21.5% 3.8% 25.3% 

Europe ex UK FT World Developed Europe X 
UK GBP Unhedged 

4.3% 4.3% 8.6% 

Pacific ex Japan FT World Developed Pacific X 
Japan GBP Unhedged 

2.0% 2.0% 4.0% 

Japan FT World Developed Japan 
GBP Unhedged 

1.0% 3.1% 4.1% 

Emerging Markets FT World Global Emerging 
Markets GBP Unhedged 

0.0% 10.5% 10.5% 

     

Index Linked Gilts FTA Index Linked Over 5 
Years Index 

12.0% 3.0% 15.0% 

  55.7% 29.3% 85.0% 
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Report for: 
 

 

 
Title: 
 

 

 
Report authorised 
by : 
 

 

 
Lead Officer: 
 

 

 
Ward(s) affected: N/A 
 

 
1. Describe the issue under consideration 

 
1.1 The Committee agreed at the September 2013 meeting to 

contribute up to £25,000 towards the costs of establishing a Collective 
Investment Vehicle (“CIV”) for London LGPS that aimed to assume 
responsibility for the appointment of fund managers.  The establis
of a CIV is designed to reduce inv
improve performance for those funds that 
management.  This report summarises progress in establishing the CIV.
 

2. Cabinet Member Introduction
 
2.1 Not applicable.
 

3. Recommendations 
 
3.1 That the Committee

London Collective Investment Vehicle.
 
 
 
 

                                                                                

 
Corporate Committee 
20th March 2014 

Item 
number 

 

 
Pension Fund: London Collective Investment Vehicle
 

 
 
Assistant Director – Finance (CFO) 

George Bruce, Head of Finance – Treasury & 
Pensions  

george.bruce@haringey.gov.uk 
020 8489 3726 

 
 
Report for Key /Non Key Decision
N/A 
 

Describe the issue under consideration  

The Committee agreed at the September 2013 meeting to 
contribute up to £25,000 towards the costs of establishing a Collective 
Investment Vehicle (“CIV”) for London LGPS that aimed to assume 
responsibility for the appointment of fund managers.  The establis

CIV is designed to reduce investment management fees 
improve performance for those funds that select active fund 
management.  This report summarises progress in establishing the CIV.

Cabinet Member Introduction 

Not applicable.  

Recommendations  

mmittee note progress towards the establishment of a 
London Collective Investment Vehicle. 

                                                                                 

: London Collective Investment Vehicle 

Treasury & 

Non Key Decision 

The Committee agreed at the September 2013 meeting to 
contribute up to £25,000 towards the costs of establishing a Collective 
Investment Vehicle (“CIV”) for London LGPS that aimed to assume 
responsibility for the appointment of fund managers.  The establishment 

estment management fees and also to 
select active fund 

management.  This report summarises progress in establishing the CIV. 

note progress towards the establishment of a 
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4. Other options considered 

 
4.1 The Society of London Treasurers has considered a range of options 

for increased collaborate working in London to enhance the efficiency 
of individual London Funds. A report was commissioned from the 
accountancy firm PWC in 2012 to look at a range of options including 
business as usual to a full blown merger. The options set out were: 

 

• Shared procurement – easy to implement, but relatively low impact 
and savings limited 

• Shared procurement with fund manager oversight – relatively easy to 
implement, savings higher than option 1, but still not significant 

• Collective Investment Funds – less easy to implement, but significant 
potential for cost savings, whilst at the same time enabling funds to 
maintain local governance of funds 

• Scheme merger of London funds – whilst cost savings are high, this 
would be very difficult to implement and would have a major impact on 
local accountability and governance.  

• Centralised administration – again cost savings would be high, but 
issues around accountability and governance. 

 
5.2 Consideration of the options led to the decision to explore ways of 

working more closely together to develop a collective investment 
vehicle for pension funds in London to achieve benefits of scale, 
bringing cost savings, but maintaining local decision making, 
governance and accountability.  

 
5. Background information  

 
5.1 In recent years there have been a number of discussion papers 

supported by academic research that has intimated that the LGPS 
would be more efficient if it was operated as a smaller number of larger 
funds. It has been argued that those larger funds would have lower unit 
administration costs and have better investment returns.  

 
5.2   The Government initiated in summer 2013 a Call for Evidence of the 

impact of different LGPS structures in London with ministers indicating 
that they believe the current structure was sub optimal.  In response, 
London Councils have been discussing closer working arrangement 
that can achieve the fee savings and performance improvements 
sought by the Government, without merging individual funds.  As yet 
there has been no Government announcement from the Call for 
Evidence.  

 
5.3 Discussions across London at Leader and CFO level have concluded 

that a collective Investment Vehicle (“CIV”) that takes responsibility for 

Page 128



                                                                                 

Page 3 of 12 

the identification of fund managers and the negotiation of fees for 
London funds can achieve the above goals. 

 
5.4   The Committee discussed their willingness to participate in a CIV at the 

September 2013 meeting and agreed (a) to support further 
investigations into the potential establishment of a London-wide 
Collective, and (b) approve expenditure of up to £25,000 as a 
contribution towards the legal and other related costs in connection 
with the possible establishment of the CIV.  The approved expenditure 
on set up costs has been paid to London Councils. 

         
5.5 The London Councils Leaders’ Committee has approved the detailed 

business case for the CIV and a proposed governance structure.  They 
have also approved that a London Local Government Pension Scheme 
(LGPS) CIV in the form of a UK based, Financial Conduct Authority 
(FCA) approved, Authorised Contractual Scheme (ACS) be set up. 

 
5.6 At the present time each Council is being asked to approve, through its 

Cabinet, participation in the structure, investment of £1 in share capital 
and nomination of a member to sit on a joint committee designed to 
represent the Council’s interest as shareholder.  There is no 
commitment to contribute further share capital nor to invest any funds 
in the CIV.  Decisions on whether to invest pension assets in the CIV 
will be matters for the Council as trustee and administering authority of 
the pension fund, to be decided at a date in the future.  Cabinet 
approval is being sought only to establish the CIV structure in order 
that regulatory authority can be applied for to carry out the planned 
activities. 

  
5.7 Initially the CIV is targeting assets of £5 billion, mainly passive equities.   

Over time, it is expected that actively managed mandates and 
investments into alternatives such as property and infrastructure 
assets may be added to the range of investments offered by the ACS. 

 
5.8 The London Councils Leaders Report sets out the likely Governance 

structures and key principles.  The principles include: investment in the 
CIV should be voluntary; ability to choose how much to invest in 
individual asset classes; boroughs should have sufficient control over 
the CIV Operator, who would provide regular information to 
participating boroughs; and Authorities seeking to invest in the CIV will 
also take a shareholding interest in the Operator (and have 
membership of the Pensions CIV Joint Committee).  This Joint 
Committee will be established under the existing London Councils 
arrangements to represent the participating borough’s shareholder 
interest, such as assisting in the appointment of directors to the CIV 
Operator.  The Pensions CIV Joint Committee will comprise elected 
Councillors nominated by participating boroughs as provided for under 
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the existing London Councils Governing Agreement.  The London 
Council’s report proposes that in the event that all 33 boroughs decide 
to join then the existing London Councils Leaders Committee can 
undertake the role of the joint committee. 

 
5.9 In that event that all boroughs do not participate it is nevertheless 

recognised that typically the borough Leader might be appointed as the 
representative on the joint committee.  However, for meetings that deal 
with specialist matters, it may be appropriate that a member with 
particular expertise e.g. Chair of the Pensions Committee would act as 
deputy and attend such meeting. 

  
5.10 As mentioned above, the setting up of the CIV is an executive function 

for Cabinet to determine.  However, the Committee should be 
comfortable with progress and their eventual willingness to consider 
participation.   

 
5.11 Attached to this paper for further information is a Q&A paper prepared 

by the London Councils. In the Q&A paper the CIV is referred to as an 
Authorised Contractual Scheme (“ACS”), which is the proposed legal 
structure. 

 
6. Comments of the Chief Financial Officer and financial Implications  
 
 6.1. London Councils have considered in detail the business case for the 

establishment of a CIV and the potential for cost savings for Pension 
Funds across London. The proposals have received wide spread 
support from London Boroughs being prepared to commit funds to see 
the CIV established. 

 
6.2. There is the potential to see significant financial benefits from greater 

collaboration amongst pension funds and the formation of a CIV will 
enable these to be delivered without the need for merger which itself 
could prove to significantly increase costs in the short term. It has been 
estimated that cost savings across London under a CIV could be as high 
as £120m and it is anticipated would help to deliver some of the savings 
that CLG are seeking from LGPS funds. The benefits of the CIV are that 
it will enable the cost savings to be delivered whilst continuing to 
enshrine the key objectives of maintaining local accountability and 
decision making for individual local authority pension funds. A 
collaborative approach provides opportunities to potentially invest in 
types of assets that smaller individual funds may not be able to easily 
access, for instance direct investment in appropriate infrastructure 
projects, which is also a particular focus for the current government.  

 
6.3 There are clearly risks attached to the project given that funds need to 

be committed to establish the CIV, £25,000 to date, however these are 
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relatively minor in the context of a £900 million pension fund and would 
clearly be offset by the cost savings which can be delivered going 
forwards. The risks of inaction or non-participation in this collaborative 
venture are seen as far more significant, particularly if the outcome were 
to be a merger of funds which could see decisions being taken by 
external bodies and resulting in loss of accountability and potential to 
increase costs to local taxpayers.  

 
7. Assistant Director of Corporate Governance and Legal Implications  

 
7.1 This report asks the Corporate Committee to note the progress on the 

establishment of a London Collective Investment Vehicle.  
 
7.2  Cabinet will be asked to agree to the establishment of a company to 

operate the scheme, to contribute £1 initial share capital and to nominate 
an elected member to sit on the joint committee to represent the 
Council’s shareholder interest. 

 
7.3 There are no specific legal implications arising out of this report. 

 
8. Equalities and Community Cohesion Comments 

 
8.1 The Local Government Pension Scheme is a defined benefit open 

scheme enabling all employees of the Local Authority to participate. 
There are no impacts in terms of equality from the recommendations 
contained within this report. 

 
9. Head of Procurement Comments 

 
9.1 Not applicable 
 

10.  Policy Implications  
 
10.1  The Coalition Government, since coming to power has undertaken a 

review of public sector pension schemes, leading to a number of major 
changes including changes to the benefits structures not only for the 
LGPS but also for Teachers, Civil Servants, Fire Brigades, etc. The 
objectives for reform are to maintain good quality pension schemes for 
those working in the public sector whilst looking to reduce the costs of 
the schemes including the administration of such schemes. Following 
on from this has been a ‘Call for Evidence’ from Communities and 
Local Government to consider the most appropriate structure for the 
LGPS going forwards. The Minister responsible for the LGPS, Brandon 
Lewis has made it very clear that he does not believe that the status 
quo is an option and has sought additional professional evidence to 
look at the potential costs and savings from a range of options which 
include merger of funds or collective investment vehicles. The outcome 
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of the ‘Call for Evidence’ and a consultation on the future structure of 
the LGPS is expected over the coming months. 

  
10.2 LGPS funds themselves have independently been looking at ways of 

reducing costs and working more collaboratively to bring about the 
benefits that can be achieved by closer working whilst ensuring that 
funds retain the local decision making and accountability.  

 
11.  Use of Appendices 

 

11.1 Appendix 1 – Q&A 

 
12.  Local Government (Access to Information) Act 1985  
 
12.1 Not applicable. 
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Appendix 2 

London LGPS CIV Seminar  
5th February 2014 

Summary of Questions and Answers 

 
Introduction 

The s.151 officers and pension officers from many of the London Boroughs met 
on 5th February 2014, to discuss the Pension Working Group’s report to 
Leaders’ Committee on the progress of the project to develop a Collective 
Investment Vehicle (CIV). The session addressed a number of questions from 
officers, with the key area of discussion around governance issues. A summary 
is set out below. 
 

Aspects of the report 

1. Regarding the recommendations, should the decisions be made by 
local pension committees rather than at full council meetings? 

[Deleted – out of date.]  

 
2. How many positive responses from boroughs are required to 
continue the project? 

London Councils would require sufficient quantum and enthusiasm for the 
project in order to continue to act on behalf of the London boroughs 
collectively; however there is no set number of responses required.  

Nevertheless, we are mindful of the local elections, and how this may 
affect each borough’s ability to reach decisions, and the position will be 
monitored over the coming weeks.  

For boroughs that cannot reach a decision now, the option to join later 
will always remain open. 

[NB. The positive response received to the report at the 11 February 
Leaders’ Committee meeting makes it easier for London Councils to 
continue in its facilitation role.] 

 

3. How concrete is the proposed timeline for the launch of the ACS 
and ACS operator in order to take things forward?  

The proposed timeline shows the possible time it may take to launch the 
ACS and the ACS Operator, and the work that needs to be completed. 
There is a minimum period of time that will be required to negotiate 
contracts and prepare FCA applications, and the amount of time the FCA 
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may take to consider the application can vary (it is likely that the FCA will 
require 6 months to review the applications for the ACS and the ACS 
Operator although it cannot be guaranteed that both applications will be 
reviewed concurrently). As such, the timeline is only indicative, but based 
on previous experience it is a reasonable estimate.  

 
4. The report suggests £5bn of assets is a sensible target. If the £5bn 
threshold is not achieved what are the implications?    

Analysis has suggested that £5bn of asset within the fund would be a 
sensible target to achieve the economies of scale which have previously 
been identified; however it is not a critical target size. If the fund size is 
smaller, the costs would increase per borough, as each borough would 
pick up a larger share, but this does not mean the costs would outweigh 
the benefits. Again, this will need to be monitored as the project 
progresses. 

 
The proposed structure 

5. The report is brief on the benefits of the ACS itself. Why is the ACS 
vehicle considered most appropriate?    

There are a number of advantages of using an ACS for the fund, 
including: 

• It is tax efficient e.g. for VAT there is an exemption on investment 
management fees, ensuring that VAT costs do not increase for the 
boroughs. 

• As the ACS is tax transparent, the withholding tax benefits the 
pension funds are currently entitled to can be maintained.  

It is also worth noting that the ACS structure was developed by HM 
Treasury, and launched last year, as an attractive alternative to other 
similar vehicles based in Ireland and Luxemburg. As such, they are very 
interested, and broadly supportive, of our proposals. 

The selection of an ACS as the most appropriate fund vehicle was set out 
in greater detail in a previous report to Leaders.  

 

6. Will the nominated interim directors have the required skills and 
qualifications to fulfil the role of directors in the ACS Operator?  

One point to emphasise is that the interim board of directors is not 
intended to remain in place after FCA authorisation. It is temporary. It is 
there to steer the initial set up phases to assist in progressing the detailed 
work. The suggested interim directors are current Pensions Working 
Group members and have been involved in this project from an early 
stage.  
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The interim directors will be representing you and the company to 
facilitate it being established. Going forward new appointments will be 
made from candidates who are confirmed as suitable by the FCA. 
Selecting who these individuals may be, and deciding on the selection 
process, will be one of the tasks for the next phase of work.  

 
7. What are the risks associated with the ACS? 

This model is an authorised scheme by the FCA and so is heavily 
regulated. It is more highly regulated than similar funds in both Ireland 
and Luxembourg. As such, the risks are as if you were to make any 
normal investment. These risks include:  

• Incorrect valuations 

• Holding misrepresented on the register 

• Fraud 

These risks will exist in the fund. However there will be controls in place 
to mitigate these risks. This involves both legal clauses in contracts, and 
having the people with the correct skills, knowledge and expertise to 
manage the fund.  

Regarding tax risk, the key tax risk is that the pension fund’s investments 
are less tax efficient than they would have otherwise been. HMRC have 
provided assurances with regards to this vehicle to seek to provide 
comfort, for example, by confirming a VAT exemption on investment 
management fees. 

 
8. What measures have been taken to prevent the ACS going bust? 
What would happen to the assets? 

ACS operator is a limited liability company, in order to protect 
shareholders. It will have significant capital, which would mean that, 
although the ACS operator could be closed down if the participating 
boroughs chose to, it is very difficult for it to go bust. This is because the 
London boroughs will own the entity and so will control it as shareholders. 
The ACS will only have a maximum of 33 ‘clients’ and so will be acutely 
client focussed in its approach. 

The assets would be protected legally since they will be ring-fenced 
through the corporate entity, the ACS operator company. If the decision 
was made to close down the ACS the current value of the investments 
made would be returned to investors (subject to payment of any charges 
and any change in value caused by movement in the market). 

The board of directors of the company will be responsible for monitoring 
the performance of the funds and so will receive detailed reporting on a 
regular basis. As boroughs are involved, there should be sufficient 
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warning if it is felt the ACS is not providing value and boroughs wish to 
remove their funds.  

If action was taken to wind up the ACS, it should be noted that the FCA 
will not allow the participants in the ACS to drop to a level where all the 
costs of closure would be borne by a few remaining participating councils 
in the vehicle. If any such action was taken significant redemptions would 
be managed to prevent few investors suffering the closure costs involved. 

 
9. What assurances can you provide that HM Government will not 
intervene?  

The risk of Government intervention must be taken into account, but 
London Councils have been maintaining active dialogue with the 
Department for Communities and Local Government. Nothing from this 
dialogue has given London Councils reason to believe that the current 
direction of travel will be stopped. London Councils believe the structure 
delivers much of what central Government are seeking to achieve. The 
Government are exploring the options for the reform of the LGPS, but it 
seems unlikely that any reforms will be mandated at this stage. 

 
10. How confident are we that the identified savings will be made? 

A very high level summary of the potential savings and costs have been 
provided in the report delivered to Leaders. The savings included here 
are based on work previously undertaken by PwC. 

From some initial discussions in the market, it is considered that fund 
managers would be able to provide volume discounts due to the size of 
the fund. 

As an example, analysis of data provided by the councils to Wandsworth 
showed that 7 councils use the services of the same fund manager, 
which has an ad valorum fee, with a total investment of c £750m. If those 
councils had pooled their assets through the ACS, then by not each 
having to pay higher fees on the first part of their investment, the overall 
fee saving would have been approximately £750k p.a. This is a simple 
example from the initial analysis, but indicates that savings that can be 
made through the ACS structure.  

It was also noted that if the overall performance of the boroughs had 
been in line with the top performers, overall improved returns of close to 
£100m would have been achieved. Even if these mandates had been 
passive this could have resulted in a saving of £50m. These figures 
illustrate the potential benefit of a pooled approach, albeit future returns 
cannot be guaranteed. 

 
11. How will the CIV be better equipped at selecting the fund managers 
than the boroughs are now? 
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There is of course no guarantee to this. However, the vehicle will have a 
core staff team looking after the fund, taking advice, and being able to 
spend more time on analysis on a full-time basis, and not as a smaller 
part of an existing and already busy day job, as can be the case now.  

 
 
12. How would mandates such as Infrastructure or Real Estate be 
governed? Is there a risk fund investments could be politicised?  

As a regulated company the ACS will require a robust governance 
structure that recognises the need for close engagement with its ‘clients’, 
whilst ensuring that its investment decision making is independent. 

Any mandates for alternative assets will be considered by the ACS 
Operator, and discussed with the boroughs (as ‘clients’) in advance of 
being offered. As investors, each borough Pension Committee will be 
able to choose whether to invest in such mandates (and any such 
decision will need to comply with any investment restrictions applicable to 
a borough).  

Similarly, if a number of councils wanted to make investments with a 
particular strategy, for example ethical investments, it may be that the 
ACS could offer this as one of the options should there be sufficient 
interest, but it would be for each borough to choose if this was one of the 
mandates it would invest in. 

Currently, the Government cannot control the mandates of a regulated 
fund such as this. Therefore, they would need to change regulation if they 
wanted to do this.  

[NB. An infrastructure fund ‘think piece’ will be developed in the coming 
weeks for discussion with the Pensions Working Group and boroughs.] 

 
13. Will boroughs need to go through a procurement exercise to invest 
in the ACS? 

If the scheme is kept to just the 33 London councils, then there should 
not be a need for individual boroughs to undertake procurement. Legal 
advice will be shared on this point. If the fund is offered more widely this 
will need to be considered further, but only in the context of the impact on 
those other local authorities seeking to join. 

If boroughs wished to market test the ACS by undertaking a procurement 
exercise they would of course be able to.  

 
14. Is there a risk other investment managers would undercut the fees 
offered by the ACS in a procurement exercise?  

The ideal scenario is that the market will support the ACS and 
undercutting does not happen, although it would demonstrate further that 
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better value has been driven by the existence of the CIV. It should also 
be noted that fees are not the only consideration when undertaking 
procurement.  It is considered there is not a comparable offering in the 
market, where the mandates available have been so tailored to the needs 
of the London boroughs.  

 
 
15. If the government wants the structure to be adopted across the UK, 
what are the implications? 

A number of authorities are watching the developments here in London. 
In terms of this ACS, it may be that you choose (as owners) that other 
non-London LGPS funds can come in as investors, however they would 
not be shareholders of the Operator, and as such would not participate in 
decision making in the same way the participating London boroughs 
would.  
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Corporate Committee
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Title: 
 

 
Pension Fund
Investment Funds

 

 
Report authorised 
by : 
 

 

Assistant Director 

 

 
Lead Officer: 
 

George Bruce,
Pensions
George.bruce@haringey.gov.uk
020 8489 

 
 

 
Ward(s) affected: N/A 
 

 
1.  Describe the issue under consideration 
 
1.1 Allocations to two new assets classes were agreed at the January 
 2014 meeting and officers were delegated to identify suitable 
 investment funds

 
2.  Cabinet Member Introduction
 
2.1 Not applicable. 
 
3.  Recommendations 
 
3.1  The Committee agree to 
 funds that will be named at the meeting 
 CFO and / or Assistant Director of Corporate Governance
 all required documentation.
 

4.  Other options considered
 
4.1 None. 
 
 

                                                                                

 
Corporate Committee 
20th March 2014 

Item 
number 

 
 

 
Pension Fund Investment in Recommended 
Investment Funds  

 

 
Assistant Director – Finance (CFO) 

George Bruce, Head of Finance – Treasury & 
Pensions 
George.bruce@haringey.gov.uk 
020 8489 8621 

 
 
Report for Non Key Decision
 

Describe the issue under consideration  

Allocations to two new assets classes were agreed at the January 
2014 meeting and officers were delegated to identify suitable 

funds for consideration by the Committee. 

Cabinet Member Introduction 

  

Recommendations  

e Committee agree to invest in the recommended investment 
that will be named at the meeting and delegate authority to the 

Assistant Director of Corporate Governance
required documentation.  

Other options considered 

                                                                                 

in Recommended 

Treasury & 

Non Key Decision 

Allocations to two new assets classes were agreed at the January 
2014 meeting and officers were delegated to identify suitable 

recommended investment 
and delegate authority to the 

Assistant Director of Corporate Governance to complete 
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5. Background information  
 
5.1 The January meeting of the Committee agreed to include allocations 
 to infrastructure debt and multi sector credit within the investment 
 strategy (appendix 1) and delegated authority to officers bring forward 
 recommended funds.  Each new mandate will be approximately £45 
 million. 
 
5.2 The process to identify recommended funds is underway with 
 presentations from short listed candidates held on 6th & 17 March.  It is 
 intended that details of the selected investment funds will be provided 
 at the  20 March meeting.  Presentations will be given by the two 
 preferred funds in advance of the 20th March.   
 

6. Comments of the Chief Finance Officer & financial implications  
 
6.1 Delegated authority was received to recommend appropriate funds  for 
the two new asset classes.  The process has been reviewed by  Legal and 
Procurement and has been conducted with support from  Mercer and the 
Independent Advisor.  At the time of writing the paper  the appointment 
process is ongoing and the recommendations will be  discussed at the 
Committee meeting. 

 
7. Assistant Director of Corporate Governance comments and 
 Legal Implications  
  
7.1 The Council as administering authority for the Haringey Pension Fund 
 has the power to invest fund monies as set out in Local Government 
 Pension Scheme (Management and Investment Funds) Regulations 
 2009.   
 
7.2  The Council is seeking to invest in two investment funds based on the 
 selection process outline in this report. The investment fund is set  up 
 under a trust deed and the Council will be a beneficiary under the 
 trust. The investment of funds in this way does not raise any 
 procurement issues. 

 
8. Equalities and Community Cohesion Comments 
 
8.1 Not applicable. 
 
9. Head of Procurement Comments 
 
 9.1 Not applicable. 
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10.  Policy Implications  
 
10.1 None. 

 
11.  Use of Appendices 
 
 Appendix 1: Investment Strategy Allocations 
 Appendix 2: Notes of Shortlisting Meeting (exempt) 
 

12  Local Government (Access to Information) Act 1985  
 
12.1 This report contains exempt and non-exempt information. Exempt 

information is contained in Part B and is not for publication. The 
information is exempt under the following category (identified in the 
amended Schedule 12 A of the Local Government Act 1972): 

 
Information relating to the business or financial affairs of any particular 
person (including the Authority holding that information).  

 
13. Selection Process 
 
13.1 Following the Committee’s decision to invest in multi sector credit and 
 infrastructure debt a process has been commenced to identify suitable 
 funds.  The steps in the process are set out below: 
 
a)  These types of investments are best suited to pooled investments, 

 which are likely to incur lower all in costs than segregated mandates 
 for the proposed portfolio values.  In addition, investing through funds 
 is treated as an investment rather than a fund manager appointment 
 and entails less procurement rules. 
 

b)  The proposed selection process was cleared with Legal and 
 Procurement Services. 
 

c)  Mercer’s produced a long list of eight investment funds for each 
 mandate using their manager ratings.  Following discussion, four 
 suitable candidates for each mandate were shortlisted to receive a 
 questionnaire.  One investment fund subsequently withdrew. Notes of 
 the Shortlisting meeting are attached (appendix 2).  Copies of Mercer’s 
 notes on each candidate are available from the Lead Officer. 

 
d)  While the selection process is outside of European procurement 

 rules it does have to meet internal standards of objectivity, fairness, 
 transparency and best value. To achieve these requirements a 
 questionnaire and scoring system has been developed that will allow 
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 candidates’ responses to be evaluated and a preferred fund  identified 
for each mandate.  

 
e)  Presentations from the short listed investment funds took place   on 6th 

 March (Infrastructure debt) with a further presentation to be held on 
 17th March (Multi Sector Credit) at the offices of Mercer.  The 
 presentations are being used to confirm the responses to the tender 
 questionnaire and also the scoring / preferred candidate. 

 
f)  Recommended funds will be discussed with the Committee on 20th 

 March. Both recommended funds will be asked to present to 
 Committee Member’s immediately prior to the meeting. 

 
g)  Delegation is sought for the CFO (or Head of Legal Services) to 

 complete the investments, including signing appropriate 
 documentation. 

 
 13.3  The short listed funds selected are discussed below with further 
 details in appendix 2.  Both recommended funds will present 
 immediately prior to the Committee meeting  
 

  
14. Multi Sector Credit 
 
14.1 After discussion of the eight investment funds identified by  Mercer, 
 the following four shortlisted candidates were agreed: 
 

• BlueBay 

• CQS 

• Stone Harbor 

• Wellington 
 
14.2 The first three have the highest A manager rating from Mercer.  
 Wellington is rated one level lower at B+; a classification that retains 
 an above average expectation of out-performance. Wellington 
 provided training to the Pension Working Group last December and 
 being a global diversified fund manager group offer a different option 
 to the other three more focused organisations.  
 
14.3 All four funds have investment professionals based in the UK that 

allows greater visibility of the investment process.  
 

14.4 As three of the four names are likely to be relatively unknown to the 
Committee, consideration was given to adding one or two additional B+ 
rated managers that have greater name recognition.  The two possible 
candidates have significant concerns relating to team stability and 
investment process and it was agreed not to add to the shortlist.  
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15.  Infrastructure Debt 
 
15.1 The three preferred investment funds are: 
 

• Allianz 

• Macquarie 

• AMP 
 
15.2 The funds selected were based both on their capabilities and 
 experience of the sector but also on the availability of suitable funds. 
 
15.3 Initially a 4th candidate was selected, Westbourne, who indicated that 
 they could accommodate an investment by Haringey.  Subsequently, 
 that position was reversed and they have no available investment 
 opportunities. Discussions with Mercer indicated that there is a 
 significant overlaps in the strategies of AMP and Westbourne and the 
 three remaining candidates provide a good spread of strategies and a 
 credible choice.                                 

  

Page 143



                                                                                 

Page 6 of 6 

 
Appendix 1 

 
Suggested Recommendations to Corporate Committee in respect of the   

Pension Fund Strategic Asset Allocation 
 

 

Strategic Asset Allocation Proposal 

Actual Strategy Strategy 

Dec-13 Current Future 

Asset Class 

Equities 75.9 70.0 60.0 

Index Linked 13.8 15.0 15.0 

Property  6.0 10.0 10.0 

Private equity 4.0 5.0 5.0 

Multi asset credit 5.0 

Infrastructure debt 5.0 

Cash 0.3 

   100.0 100.0 100.0 
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Report for: 
 

 

 
Title: 
 

 

 
Report authorised 
by : 
 

 

 
Lead Officer: 
 

 

 
Ward(s) affected: N/A 
 

 
1. Describe the issue under consideration 
 
1.1 This report update

development since 1
Icelandic deposits

 
2. Cabinet Member 
 
2.1 Not applicable.
 
3. Recommendations 
 
3.1 That members

being taken with the 
 
4. Other options considered
 
4.1 None. 
 
5. Background information 
 
5.1 The Corporate Committee receive quarterly updates on treasury 

activity, with the December 2013 quarter being reported to the January 
meeting.  Since then, the outstandin

                                                                                

 
Corporate Committee 
20th March 2014 

Item 
number 

 

 
Treasury Management Update 

 

 
Assistant Director – Finance (CFO) 
 

George Bruce, Head of Finance – Treasury & 
Pensions George.bruce@haringey.gov.uk
020 8489 3726 

 
 
Report for Non Key Decision
 

Describe the issue under consideration  

updates the Committee on the treasury management 
development since 1st January 2014, in particular the recent sale of 
Icelandic deposits. 

ember Introduction 

Not applicable.  

Recommendations  

That members’ note the sale of Landsbanki deposits and the actions 
being taken with the remaining balances. 

Other options considered 

Background information  

The Corporate Committee receive quarterly updates on treasury 
activity, with the December 2013 quarter being reported to the January 
meeting.  Since then, the outstanding claim relating to Landsbanki has 

                                                           

Treasury & 
George.bruce@haringey.gov.uk 

Non Key Decision 

ommittee on the treasury management 
January 2014, in particular the recent sale of 

sale of Landsbanki deposits and the actions 

The Corporate Committee receive quarterly updates on treasury 
activity, with the December 2013 quarter being reported to the January 

g claim relating to Landsbanki has 
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been sold and this note updates the Committee on the sale and the 
remaining Icelandic balances. 

 
 
6. Comments of the Chief Financial Officer and financial implications  
 
6.1 Proceeds from the Icelandic bank claims have continued to exceed the 

previous prudent estimates.  The cash loss is now estimated at 
£1,233,000 compared with the May 2013 estimate of £2,679,000.  The 
timing of future distributions is dependent on when Icelandic exchange 
controls are lifted and the outcome of legal action between Icelandic 
banks. 

 
 
7. Head of Legal Services and Legal Implications  
 
7.1 Separate legal advice has been provided with regards the sale of the 

Landsbanki deposits and there are no further legal implications in 
respect of this report. 

 
 
8. Equalities and Community Cohesion Comments 
 
8.1 There are no equalities issues arising from this report. 
 
9. Head of Procurement Comments 
 
9.1 Not applicable. 
 
10.  Policy Implications  
 
10.1  None applicable. 

 
11.  Use of Appendices 
 

11.1 Appendix 1: Summary of Icelandic Balances 

 
12.  Local Government (Access to Information) Act 1985  
 
12.1 Not applicable. 
 
13. Icelandic Deposits 
 
13.1 The Council held deposits of £37 million with three Icelandic banks that 

failed during October 2008.  These were Heritable (£19.8 million), 
Landsbanki (£15.157 million) and Glitnir (£2 million).   This note 
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provides an update on distributions received from each bank and 
anticipated final recoveries.  A summary is attached. 

 
14. Landsbanki 
 
14.1 Prior to 2014, distributions of £8,245,000 had been received from 

Landsbanki.  The CFO received authority to participate in an auction of 
the remaining Landsbanki claim alongside other investors, provided a 
minimum agreed price was received.   

 
14.2 The auction was successful and the remaining claim was sold in 

January 2014 for £6,155,000, brining total proceeds to £14,400,000.  
This represents 95% of the original deposit.  The loss of £757,000 
excludes interest that would have been earned since 2008.   

 
14.3 The previous report on expected recoveries (May 2013) estimated 

distributions until 2018 with 98% of the initial deposit being recovered.  
Although the auction proceeds are less than the previous estimate of 
98% total recovery, the date of recovery has been brought forward by 
4-5 years and ends the uncertainty over future receipts. 

 
15. Heritable Bank  
 
15.1 A further distribution of £3,329,000 was received in August 2013, 

bringing total distributions to £18,702,000, being 94.5% of the initial 
deposit (or 94% of the claim).  This is a substantial improvement on the 
86-90% recovery predicted last May.   The shortfall to date is 
£1,098,000.  The outstanding claim value is £1.19 million (which 
includes interest).  Future distributions are estimated to increase the 
recovery to 97% and reduce the cash loss to £594,000.       

 
16. Glitnir 
 
16.1 The £2 million deposit with Glitnir has been reported as 100% 

recovered, with £1,678,000 received and further distribution, paid in 
Icelandic Krona, being held in Iceland due to exchange controls.  The 
value of the funds held in Iceland at today’s exchange rate is 
£440,000, which if repaid would result in a ‘surplus’ of £117,000.  The 
escrow balance is currently earning interest at 4.2%. 

 
16.2 Recent legal advice is that the capital controls will remain in place for 

some years although they may be lifted in stages offering some exit 
opportunities.  

 
 
 
17. Summary 
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17.1 The distributions received from the Icelandic banks now total 

£34,780,000 out of the original £36,957,000 invested, which represents 
a shortfall of £2,177,000.  This position is expected to improve with 
eventual recovery of the escrow balance (£440,000) and the potential 
for further Heritable distributions, estimated at £504,000.  The previous 
estimated final cash loss of £2,679,000 has proved to be overstated. 
The table below summarises the position to date. 
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Appendix 1 
 
Icelandic deposits update – February 2014 
 
The table below summarises the current position in terms of distributions 
received and the total recovery expected. 
 

A B C D E F G 
 Original 

invested 
Distribs 

rec’d 
Distribs 
in ISK 

Further 
Anticipated 
Distributions 

Total 
expected 
recovery 

Total 
expected 
recovery 

% 

Expected 
cash loss 

Glitnir Bank 2,000 1,678 440 0 2,118 106% -118 

Heritable 
Bank 

19,800 18,702 0 504 19,206 97% 594 

Landsbanki 15,157 14,400 0 0 14,400 95% 757 

Total 36,957 34,780 440 504 35,724 97% 1,233 

 
 
Distributions 

• The distributions listed in column B above have been received into 
Haringey’s bank account. 

• The distributions in column C have been made in Icelandic Krona into a 
ring fenced bank account in Iceland, where they currently remain earning 
interest at 4.2%. Interest to 31 December 2013 is included. The values 
shown are the sterling equivalents, which will change as exchange rates 
vary. 

 
Expected recoveries 

• Glitnir has been fully distributed, although some is in Icelandic Krona, 
which has not been received yet.  Depending on exchange rates, the 
amount received may be more or less than 100%. 

• Heritable distributions to date represent 94% of deposits.  It is anticipated 
that the final recovery will be 97% of the original investment.  

• The Landsbanki claim was sold by way of an auction and no further 
recoveries are due. 

 
Icelandic Krona 

• The funds in Icelandic Krona are subject to currency controls in Iceland 
and so cannot be transferred out of the country. The LGA and Bevan 
Brittan are continuing to search for solutions to expedite the transfer on 
behalf of all local authorities, but no cost effective solution has yet been 
found. 
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Report for: 
 

Corporate 
Committee
 

 

Title: 
 

Audit Letters to Management and those C
with Governance 
comply with International Auditing Standards
 

 

Report authorised 
by : 
 

 

Kev

 

 
Lead Officer: 
 

Neville Murton 
Accounting and Systems)
neville.murton@haringey.gov.uk
020 8489 3176

 

Ward(s) affected: 
All 

 

1 Describe the issue under consideration

1.1 To comply with International Auditing Standards, our external auditors, Grant 
Thornton (GT), need to establish an understanding of the management 
processes in place to 
law and regulation. 

1.2 They are also required to make inquiries of both management and the 
Corporate Committee as to their knowledge of any actual, suspected or 
alleged fraud. International Auditing Stand
on auditors to document Management's view on some key areas affecting the 
financial statements 

2 Cabinet Member Introduction

2.1  Not applicable 

3 Recommendations 

3.1 Corporate Committee are asked to note the responses set out in 
documents and propose any amendments that may be considered necessary 
before submission to the auditors.
 

Corporate 
Committee 

Item 
number 

 

Audit Letters to Management and those C
with Governance – Assurance Statements to 
comply with International Auditing Standards

 
Kevin Bartle – Assistant Director – Finance (CFO)

Neville Murton – Head of Finance (Budgets, 
Accounting and Systems) 
neville.murton@haringey.gov.uk 
020 8489 3176 

Report for Key/Non Key Decision:
Non-key 

Describe the issue under consideration 

To comply with International Auditing Standards, our external auditors, Grant 
Thornton (GT), need to establish an understanding of the management 
processes in place to prevent and detect fraud and to ensure compliance with 

 

They are also required to make inquiries of both management and the 
Corporate Committee as to their knowledge of any actual, suspected or 
alleged fraud. International Auditing Standards also place certain obligations 
on auditors to document Management's view on some key areas affecting the 

 

Cabinet Member Introduction 

Recommendations  

Corporate Committee are asked to note the responses set out in 
and propose any amendments that may be considered necessary 

before submission to the auditors. 

Audit Letters to Management and those Charged 
tatements to 

comply with International Auditing Standards 

(CFO) 

Head of Finance (Budgets, 

Report for Key/Non Key Decision: 

To comply with International Auditing Standards, our external auditors, Grant 
Thornton (GT), need to establish an understanding of the management 

prevent and detect fraud and to ensure compliance with 

They are also required to make inquiries of both management and the 
Corporate Committee as to their knowledge of any actual, suspected or 

ards also place certain obligations 
on auditors to document Management's view on some key areas affecting the 

Corporate Committee are asked to note the responses set out in the attached 
and propose any amendments that may be considered necessary 
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4 Executive Summary 

4.1 The external auditors have asked a number of questions both to the Council’s 
management team and the Chair of the Corporate Committee. To enable the 
external auditor, Grant Thornton, to meet their statutory requirements the 
Chief Financial Officer, in consultation with other senior officers and the Chair 
of the Corporate Committee, has considered and set out a proposed formal 
response to the matters set out in the attached schedules. 

4.2 This report provides an opportunity for the Committee to consider the 
responses and propose any amendments they consider may be required 
before it is finally submitted to our auditors.  

5 Comments of the Chief Financial Officer and Financial Implications 

5.1 There are no direct financial implications arising from this report which covers 
the governance arrangements of the Council. 

6 Comments of the Monitoring Officer 

6.1 The Monitoring Officer has been consulted and has no additional comments 
to make. 

7 Policy Implication 

7.1 None. 

8 Use of Appendices 

Appendix 1 – Draft Management response 

Appendix 2 – Draft Chair of Corporate Committee response 

9 Local Government Act, 2000 (Section 97) 

None 
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Responses from Management: 

Auditor question Response 

What do you regard as the key events or issues that 

will have a significant impact on the financial 

statements for 2013/14? 

2013/14 is the first year that the Council has 

operated under the government’s new Business 

Rates Retention Scheme. In terms of the effect 

on the Council’s SoA this will represent a 

change from collecting and passing Business 

rates to the Government under an agency 

arrangement (and receiving redistributed NNDR 

as part of Formula Grant) to the operation of a 

Business Rate Collection Fund similar to Council 

Tax. 

The Council also assumed responsibility and risk 

for implementing a local Council Tax Reduction 

Scheme; this will affect the balance of the 

Council’s Taxbase and associated income 

compared to having a previous higher taxbase 

with Council Tax benefit grant being received 

from the government. 

New Public Health responsibilities passed to the 

Council in April 2013 along with a significant 

new grant; the development of joint plans 

under the review of the Health and Wellbeing 

Boards are a key part of these reforms with 

future funding streams being partly dependent 

on achieving successful outcomes. 

The Chief Executive has changed the way that 

the Council is configured with a move away 

from large Directorates to more agile service 

groupings led by autonomous Directors and 

Assistant Directors. Strategic Direction is given 

by a new Senior Leadership Team and four key 

transformational programmes have been 

established. 

There was a major Leisure Outsourcing project 

achieved during the latter part of 2012/13 

which primarily will impact the 2013/14 

accounts. 

Settlement was reached in the year on a high 

profile employment tribunal case which will 

require disclosure in the 2013/14 SoA. 

Have you considered the appropriateness of the 

accounting policies adopted by the Council? Have 

there been any events or transactions that may cause 

you to change or adopt new accounting policies? 

We have started to account for our housing 

rental income on a daily (365) rather than 

weekly (53) basis. 

Changes required to the accounting 

arrangements for the Local Government 

Pension Scheme (LGPS) will affect our 

accounting policies and the presentation of 

information in the financial statements. 

Are you aware of any changes to the Council's 

regulatory environment that may have a significant 

impact on the Council's financial statements? 

As described above the implementation of a 

new Business Rate Retention Scheme and 

localisation of the Council Tax Benefit system 
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will change the accounting arrangements for 

some of the Council’s major income sources. 

In addition the transfer of Public Health 

responsibilities and associated grant funding 

will have an impact on the way that the 

Council’s resources are spent. 

A range of welfare reforms are also expected to 

impact on areas such as rent arrears, 

homelessness and the use of temporary 

accommodation. 

Changes to the Local Government Pension 

Scheme will require restatement of prior year 

data and changes to the information in the 

Council’s core statements and disclosure notes. 

How would you assess the quality of the Council's 

internal control processes? 

Effective. An annual review of the Council’s key 

financial systems, covering key risk areas and 

controls to manage the identified risks, is 

undertaken including walkthrough and 

compliance testing of controls on a sample 

basis. All key financial systems achieved a 

‘substantial’ assurance rating from internal 

audit in 2013/14 and no high priority 

recommendations remain outstanding.  

How would you assess the process for reviewing the 

effectiveness of internal control? 

Effective. The annual programme of audit work 

is agreed with Grant Thornton to ensure both 

internal and external audit requirements are 

met. Other key risk areas are included in the 

risk based annual audit plan, which is discussed 

and agreed with the Chief Financial Officer, all 

senior managers and external audit to ensure 

coverage is appropriate to mitigate the risks. 

No significant issues relating to internal control 

were raised by internal or external audit during 

2013/14. 

How do the Council's risk management processes link 

to financial reporting? 

The Chief Financial Officer assesses the 

adequacy of the Council’s reserves as part of 

the budget setting process and taking into 

account an assessment of known and unknown 

risks. 

The Council maintains a number of earmarked 

reserves as well as general (un-earmarked) 

reserves and contingencies. 

In addition the Council’s regular budget 

monitoring process assesses performance 

against the agreed budget and provides an 

opportunity to identify and quantify emerging 

risks and seeks formal approval to measures 

aimed at addressing those risks. 

How would you assess the Council’s arrangements for 

identifying and responding to the risk of fraud?  

The Council has a corporate fraud risk register 

in place which reviews the key fraud risk areas – 

emerging fraud risks are identified via the Audit 

Commission fraud surveys, feedback from 

attending regular public sector counter-fraud 

briefings, and review of previous audit work. 
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The fraud risk register is reviewed quarterly by 

Internal Audit and used to plan the pro-active 

counter-fraud work and highlight any emerging 

trends. The risk of fraud and associated controls 

are discussed monthly as part of the Council’s 

Statutory Officers Group. 

 

The Council has a Counter-Fraud Policy and 

Strategy, together with a Fraud Response Plan, 

Whistle Blowing Policy and HB Fraud Sanctions 

Policy, all of which have been approved by the 

Corporate Committee. The policies are all 

published on the website together with the free 

and confidential telephone and email reporting 

details. The Corporate Anti-Fraud Team and HB 

Fraud Investigation Team undertake pro-active 

and reactive investigations into fraud. Regular 

press releases are done on the outcomes of 

fraud cases. The Insurance Team also 

investigates claims against the Council for any 

potential fraud and has implemented a ‘risk flag 

review’ process which has been successful in 

repudiating and prosecuting a significant 

fraudulent claim on behalf of Homes for 

Haringey. 

 

What has been the outcome of these arrangements so 

far this year?  

Quarterly reports are made to the Corporate 

Committee by the Head of Audit on 

investigations into fraud and the outcomes, plus 

the Committee is responsible for reviewing and 

approving the Anti-Fraud Strategy. 

What have you determined to be the classes of 

accounts, transactions and disclosures most at risk to 

fraud? 

We have focussed attention on the Council’s 

Key Financial Systems and in particular those 

that generate large volumes of transactions, 

large cash transaction or in relation to the 

Council’s banking arrangements. Key Financial 

Systems are considered annually as part of the 

internal audit plan which is risk based and all 

have gained substantial assurance. 

We also consider and mitigate the potential for 

fraud to take place through the related party 

transaction disclosure process and procurement 

fraud is considered through the Corporate 

Declaration of Interest forms. 

Are you aware of any whistle blowing potential or 

complaints by potential whistle blowers? If so, what 

has been your response? 

The details of all whistle blowing reports made 

are included in the quarterly internal report to 

the Corporate Committee. 

Have any reports been made under the Bribery Act? No 

As a management team, how do you communicate 

risk issues (including fraud) to those charged with 

governance? 

The Council has a corporate fraud risk register 

in place which reviews the key fraud risk areas 

and is reviewed quarterly by Internal Audit. The 

risk register is used to plan the pro-active 

counter-fraud work and highlight any emerging 
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trends. The risk of fraud and associated controls 

are discussed monthly as part of the Council’s 

Statutory Officers Group. 

The Corporate committee’s responsibilities 

cover audit and fraud and part of this includes 

reviewing and approving the Council’s policies 

on Anti-Fraud, whistle blowing, and risk 

management.  

The Committee gets relevant reports on a 

quarterly basis and the reports cover all 

investigations which include cases of actual 

fraud and whistleblowing reports which have 

been received.  

 

As a management team, how do you communicate to 

staff and employees your views on business practices 

and ethical behaviour? 

Regular dialogue takes place with senior 

managers across the Council by the Head of 

Audit on all internal audit work, including fraud 

cases. All cases of actual fraud are reported to 

senior managers (at Assistant Director level or 

above) in order to advise them of breaches of 

the Council’s code of conduct by staff, and 

recommended action to address the breach.  

Reports on the outcomes of pro-active counter-

fraud work are provided on a regular basis to 

senior managers and ongoing liaison with 

operational officers takes place to ensure all 

suspected cases are followed up – latest 

tenancy fraud work is also reported to Cabinet 

Member responsible for Housing.  

Head of Audit attends s151 Officer’s 

Management Team meetings.  

Reports to Corporate Committee are made on a 

quarterly basis. 

Regular reminders are included in newsletters 

to all staff regarding expected standards of 

behaviour and how to report suspected fraud.  

What are your policies and procedures for identifying, 

assessing and accounting for litigation and claims? 

All claims made against the council’s insurance 

policies are managed by the in-house insurance 

team. The team use external claims handlers to 

assist with complex and injury related claims, all 

other claims are dealt with in-house. The 

Council has accepted the fist £500k risk for each 

and every claim made against it and uses its 

internal insurance fund to manage the claims.   

The Head of Audit & Risk Management advises 

the s151 Officer of any claims which may impact 

on the Council’s financial statements. The s151 

Officer will discuss relevant matters with Grant 

Thornton during the closure process in 

particular in relation to the contingent liabilities 

note to the final accounts.  

Directors complete an annual assessment of 

governance processes in their directorates 

including any litigation and claims issues.  
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Is there any use of financial instruments, including 

derivatives?  

No 

Are you aware of any significant transaction outside 

the normal course of business? 

We have received repayment, following 

auction, of monies previously held in Icelandic 

banks and subject to the administration 

process. 

Are you aware of any changes in circumstances that 

would lead to impairment of non-current assets?  

No 

Are you aware of any guarantee contracts?  No 

Are you aware of allegations of fraud, errors, or other 

irregularities during the period? 

All the reports from the Head of Audit to the 

Corporate Committee have details of the 

investigation work completed by each of the 

audit teams. These reports are reviewed on a 

quarterly basis and the reports cover all 

investigations which include cases of actual 

fraud and whistleblowing reports which have 

been received.  The s151 Officer is also alerted 

separately to any suspected irregularities or 

fraud. 

The quarterly audit report has details of staff 

suspended and disciplinary actions taken. 

Are you aware of any instances of non-compliance 

with laws or regulations or is the Council on notice of 

any such possible instances of non-compliance? 

The annual internal audit programme of work 

reviews compliance with local and statutory 

regulations and covers the key risks facing the 

Council. Advice and guidance is provided to 

officers across the Council by Legal Services and 

Corporate Procurement departments on 

specific issues. Directors complete an annual 

assessment of governance processes in their 

directorates including compliance with relevant 

laws and regulations. No significant issues of 

non-compliance have been identified. 

Have there been any examinations, investigations or 

inquiries by any licensing or authorising bodies or the 

tax and customs authorities? 

No 

Are you aware of any transactions, events and 

conditions (or changes in these) that may give rise to 

recognition or disclosure of significant accounting 

estimates that require significant judgement? 

No 

Where the financial statements include amounts 

based on significant estimates, how have the 

accounting estimates been made, what is the nature 

of the data used, and the degree of estimate 

uncertainty inherent in the estimate? 

At this stage of the closure of accounts process, 

it is not yet known which items in the accounts 

will require a significant estimate. However, 

once known, the basis for any estimates used 

will be discussed and agreed with the auditor. 

Are you aware of the existence of loss contingencies 

and/or un-asserted claims that may affect the 

financial statements? 

No 

Has the management team carried out an assessment 

of the going concern basis for preparing the financial 

statements? What was the outcome of that 

assessment?  

The council has adequate reserves and the 

Chief Financial Officer has formally reviewed 

them as part of the budget setting process, 

confirmation of this is included in the report to 

Council. The council has set a balanced and 

legal budget for 2014/15. The capital 
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programme has been reviewed for expenditure 

and income and is balanced. There are strong 

revenue collection arrangements in place and 

robust controls on Treasury Management 

functions. 

What is the process for undertaking a rigorous 

assessment of going concern? Is the process carried 

out proportionate in nature and depth to the level of 

financial risk and complexity of the organisation and 

its operations? How will you ensure that all available 

information is considered when concluding the  

organisation is a going concern at the date the 

financial statements are approved? 

The Chief Financial Officer assesses the 

adequacy of the Council’s budget annually 

including consideration of the adequacy of 

reserves.  Budget monitoring reports provide 

on-going monthly assurance and any significant 

variation from the approved budget. 

The Chief Financial Officer has a statutory duty 

to report to the Council under S114 of the LGFA 

1972 if, inter alia, they believe that the Council’s 

going concern status is likely to be 

compromised. 

Can you provide details of those solicitors utilised by 

the Council during the year. Please indicate where 

they are working on open litigation or contingencies  

from prior years? 

Insurance use external solicitors (a Panel of five 

firms appointed via the Consortium tender 

process) as part of the claims management 

processes – only deal with claims.  

Legal Services have used external counsel too to 

provide specialist advice on a number of areas. 

 

Can you provide details of other advisors consulted 

during the year and the issue on which they were 

consulted? 

Professional valuers have been used to carry 

out non-current asset valuations. 

The Transformation Programmes have 

commissioned a range of professional advisors 

with experience of delivering similar 

programmes of work elsewhere e.g. 

regeneration advisors, Children’s Social Care 

advisors (IMPower) Business and Customer 

Service processes (Agilysis). 

Have any of the Council’s service providers reported 

any items of fraud, non-compliance with laws and 

regulations or uncorrected misstatements which 

would affect the financial statements? 

Not to the Chief Financial Officer. 

 

 

Page 204



Appendix 2 

Response from Corporate Committee Chair 

Fraud risk assessment 

Auditor Question Response 

Has the Council assessed the risk of material 

misstatement in the financial statements due to fraud? 

Yes - The Council has a corporate fraud 
risk register in place which reviews the key 
fraud risk areas and is reviewed quarterly 
by Internal Audit. The risk of fraud and 
associated controls are discussed monthly 
as part of the Council’s Statutory Officers 
Group. 

What are the results of this process? The audit team have been pro-actively 
targeting housing tenancy fraud in 2013/14 
as well as undertaking work to review 
potential fraud identified as part of the 
National Fraud Initiative data matching 
exercise. 
The Insurance Team also investigates 
claims against the Council for any potential 
fraud and has been successful in 
repudiating and prosecuting a significant 
fraudulent claim on behalf of Homes for 
Haringey. 

What processes does the Council have in place to 

identify and respond to risks of fraud? 

The Council has a corporate fraud risk 
register in place which reviews the key 
fraud risk areas and is reviewed quarterly 
by Internal Audit. The risk register is used 
to plan the pro-active counter-fraud work 
and highlight any emerging trends. The risk 
of fraud and associated controls are 
discussed monthly as part of the Council’s 
Statutory Officers Group. 
 
The Council has a Counter-Fraud Policy 
and Strategy, together with a Fraud 
Response Plan, Whistle blowing Policy and 
HB Fraud Sanctions Policy, all of which 
have been approved by the Corporate 
Committee. The policies are all published 
on the website together with the free and 
confidential telephone and email reporting 
details.  
 
The Corporate Anti-Fraud Team and HB 
Fraud Investigation Team undertake pro-
active and reactive investigations into fraud.  
 
 

Have any specific fraud risks, or areas with a high risk of 

fraud, been identified and what has been done to 

mitigate these risks? 

The audit team have been pro-actively 
targeting housing tenancy fraud in 2013/14 
as well as undertaking work to review 
potential fraud identified as part of the 
National Fraud Initiative data matching 
exercise. The Corporate Committee 
receives update reports on actions taken 
and the outcomes achieved on a  quarterly 
basis.  
 
The Insurance Team also investigates 
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claims against the Council for any potential 
fraud and has implemented a ‘risk flag 
review’ process which has been successful 
in repudiating and prosecuting a significant 
fraudulent claim on behalf of Homes for 
Haringey. 

Are internal controls, including segregation of duties, in 

place and operating effectively? 

Yes. An annual review of the Council’s key 
financial systems, covering key risk areas 
and controls to manage the identified risks, 
is undertaken including walkthrough and 
compliance testing of controls on a sample 
basis. All key financial systems achieved a 
‘substantial’ assurance rating from internal 
audit in 2013/14 and no high priority 
recommendations remain outstanding for 
this and all other areas.  

If not, where are the risk areas and what mitigating 

actions have been taken? 

N/A 

Are there any areas where there is a potential for 

override of controls or inappropriate influence over the 

financial reporting process (for example because of 

undue pressure to achieve financial targets)?  

Not that I have been informed of. 

Are there any areas where there is a potential for 

misreporting? 

Not that I have been informed of. 

How does the Corporate Committee exercise oversight 

over management's processes for identifying and 

responding to risks of fraud? 

The audit plan includes areas which cover 
systems across the Council and this also 
helps to provide members with assurance 
that the council’s key risk areas are being 
reviewed.  

Copies of all final reports are sent to me as 
the Chair of the corporate committee and 
copies also go to each Cabinet member so 
we have the information and can decide 
whether any further action needs to be 
taken by members or officers.  

What arrangements are in place to report fraud issues 

and risks to the Corporate Committee? 

The Corporate committee’s responsibilities 
cover audit and fraud and part of this 
includes reviewing and approving the 
Council’s policies on Anti-Fraud, whistle 
blowing, and risk management.  

 As the Chair of the Corporate Committee I 
receive details of compliance with the 
corporate risk management policy from the 
Head of Audit and we review the risk 
registers every six months to make sure 
that key risks are being managed. The 
policies which the Corporate committee 
review are all on the Council’s website. 

How does the Council communicate and encourage 

ethical behaviour of its staff and contractors? 

I have seen a number of press releases on 
successful prosecutions, especially housing 
benefit prosecutions where fraudsters have 
received custodial sentences, and internal 
audit also put articles in the staff 
newsletters, which are published on the 
staff intranet.  

How do you encourage staff to report their concerns The audit team have arranged for letters 
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about fraud?  

Have any significant issues been reported? 

and emails to go to all staff and members 
about how the Council expects everyone to 
behave and how to report fraud. 

Internal Audit report on a quarterly basis to 
the Corporate Committee and their report 
includes details of the work done by the 
fraud teams – this report includes details of 
any whistle blowing reports.  

Are you aware of any related party relationships or 

transactions that could give rise to risks of fraud? 

Not that I have been informed of. 

Are you aware of any instances of actual, suspected or 

alleged, fraud, either within the Council as a whole or 

within specific departments since 1 April 2013? 

All the reports from the Head of Audit to the 
Corporate Committee have details of the 
investigation work completed by each of the 
audit teams. The Committee gets these 
reports on a quarterly basis and the reports 
cover all investigations which include cases 
of actual fraud and whistleblowing reports 
which have been received.  

The quarterly audit report has details of 
staff suspended and disciplinary actions 
taken and members have the chance to 
review and question managements actions. 
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Law and regulation 

Auditor Question Response 

What arrangements does the Council have in place to 

prevent and detect non-compliance with laws and 

regulations? 

The internal audit programme of work 
reviews compliance with local and statutory 
regulations and covers the key risks facing 
the Council.  
 
Advice and guidance is provided to officers 
across the Council by Legal Services and 
Corporate Procurement departments on 
specific issues.  
 
Directors complete an annual assessment 
of governance processes in their 
directorates including compliance with 
relevant laws and regulations. No 
significant issues of non-compliance have 
been identified. 

How does management gain assurance that all relevant 

laws and regulations have been complied with? 
Internal audits cover compliance with the 
Council’s regulations and any statutory 
processes within each service and any 
areas where managers don’t comply with 
these are highlighted and 
recommendations made.  

How is the Corporate Committee provided with 

assurance that all relevant laws and regulations have 

been complied with? 

The Head of Audit sends summary reports 
out to members on a monthly basis so we 
can take any action or ask the Head of 
Audit for any further work we think should 
be done. At the Corporate Committee, we 
receive details of all recommendations 
which haven’t been implemented and we 
monitor these every quarter. We have 
asked Directors to attend meetings if 
members think that not enough action is 
being taken to implement 
recommendations.  

Members are satisfied that audit’s 
recommendations are being addressed, 
and no high priority recommendations 
remain outstanding, but we have asked for 
follow up audit work to be done quickly in 
some cases to make sure that high risk 
areas are being dealt with appropriately. 

Have there been any instances of non-compliance or 

suspected non-compliance with law and regulation 

since 1 April 2013? 

No significant areas of non-compliance 
have been highlighted.  

What arrangements does the Council have in place to 

identify, evaluate and account for litigation or claims? 
All claims made against the council’s 
insurance policies are managed by the in-
house insurance team. The team use 
external claims handlers to assist with 
complex and injury related claims, all other 
claims are dealt with in-house. The Council 
has accepted the first £500k risk for each 
and every claim made against it and uses 
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its internal insurance fund to manage the 
claims.   
Directors complete an annual assessment 
of governance processes in their 
directorates including any litigation and 
claims issues.  

Is there any actual or potential litigation or claims that 

would affect the financial statements? 
No 

Have there been any reports from other regulatory 

bodies, such as HM Revenues and Customs, which 

indicate non-compliance? 

No 

 

Page 209



Page 210

This page is intentionally left blank



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Th
e A

ud
it P

lan
for

 Lo
nd

on
 Bo

rou
gh

 of
 H

ari
ng

ey

Y
e

a
r 

e
n

d
e

d
 3

1
 M

a
rc

h
 2

0
1

4

M
a

rc
h

 2
0

1
4

P
a
u

l 
D

o
s
s
e
tt

P
a
rt

n
e
r

T
+

4
4
 (

0
)2

0
7
 7

2
8
 3

1
8
0

E
p
a
u
l.
d
o
s
s
e
tt

@
u
k
.g

t.
c
o
m

P
a
u

l 
J
a
c
k
li

n
M

a
n
a
g
e
r

T
+

4
4
 (

0
)2

0
7
 7

2
8
 3

2
6
3

E
p
a
u
l.
j.
ja

c
k
lin

@
u
k
.g

t.
c
o
m

R
ic

h
a
rd

 B
e
n

n
e
tt

A
u
d
it
 E

xe
c
u
ti
v
e

T
+

4
4
 (

0
)2

0
7
 7

2
8
 3

2
4
1

E
ri
c
h
a
rd

.s
.b

e
n
n
e
tt

@
u
k
.g

t.
c
o
m

Agenda Item 17Page 211



Th
ec

on
ten

ts
of

thi
sr

ep
ort

rel
ate

on
ly

to
the

ma
tte
rs

wh
ich

hav
ec

om
et

oo
ur

att
ent

ion
,

wh
ich

we
bel

iev
en

eed
to

be
rep

ort
ed

to
you

as
par

to
fo

ur
aud

it
pro

ces
s.

It
is

no
ta

com
pre

hen
siv

er
eco

rd
of

all
the

rel
eva

nt
ma

tte
rs,

wh
ich

ma
yb

es
ub
jec

tt
oc

han
ge,

and
in

par
tic
ula

rw
ec

ann
ot

be
hel

dr
esp

on
sib

let
oy

ou
for

rep
ort

ing
all

of
the

risk
sw

hic
hm

ay
aff

ect
the

Co
un
cil

or
any

we
akn

ess
es

in
you

rin
ter

nal
con

tro
ls.

Th
isr

epo
rth

as
bee

np
rep

are
ds

ole
ly

for
you

rb
ene

fit
and

sho
uld

no
tb

eq
uo
ted

in
wh

ole
or

in
par

tw
ith

ou
to

ur
pri

or
wr
itte

n
con

sen
t.W

ed
on

ot
acc

ept
any

res
po

nsi
bil
ity

for
any

los
so

cca
sio

ned
to

any
thi

rd
par

ty
act

ing
,

or
ref

rai
nin

gf
rom

act
ing

on
the

bas
is
of

the
con

ten
to

ft
his

rep
ort

,a
st

his
rep

ort
wa

sn
ot

pre
par

ed
for

,n
or

int
end

ed
for

,an
yo

the
rp

urp
ose

.

Page 212



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Co
nte

nts
Se

ct
io

n
1.

Un
der

sta
nd

ing
 yo

ur 
bu

sin
ess

2.
De

vel
op

me
nts

 re
lev

ant
 to

 yo
ur 

bu
sin

ess
 an

d t
he 

aud
it

3.
Ou

r a
ud

it a
pp

roa
ch

4.
An

 au
dit

 fo
cus

ed 
on

 ris
ks

5.
Sig

nif
ica

nt 
risk

s id
ent

ifie
d

6.
Ot

her
 ris

ks 
    

    
    

    
    

    
    

    
    

    
    

    
    

    
    

    
    

    
    

    
    

    
    

    
    

 
7.

Gr
ou

p s
cop

e a
nd

 ris
k a

sse
ssm

ent
8.

Re
sul

ts o
f in

ter
im

 wo
rk

9.
Va

lue
 fo

r M
on

ey
10.

Lo
gis

tics
 an

d o
ur 

tea
m

11.
Fee

s a
nd

 in
dep

end
enc

e
12.

Co
mm

un
ica

tio
n o

f au
dit

 m
atte

rs w
ith

 th
ose

 ch
arg

ed 
wit

h g
ove

rna
nce

Page 213



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Un
der

sta
nd

ing
 yo

ur 
bu

sin
ess

C
h

a
ll

e
n

g
e
s
/o

p
p

o
rt

u
n

it
ie

s

1
. 

R
e
g

e
n

e
ra

ti
o

n
 o

f 
T

o
tt

e
n

h
a
m

�
A

 P
la

n
 f

o
r 

T
o
tt

e
n
h
a
m

 s
e
ts

 o
u
t 

th
e
 C

o
u
n
c
il'

s
 s

tr
a
te

g
y
 t

o
 c

re
a
te

 h
ig

h
 

q
u
a
lit

y
 p

u
b
lic

 s
p
a
c
e
s
 a

n
d
 t

o
 p

ro
v
id

e
 m

o
re

 f
le

xi
b
le

 w
o
rk

s
p
a
c
e
s
 t

o
 

e
n
c
o
u
ra

g
e
 b

u
s
in

e
s
s
 a

n
d
 e

n
tr

e
p
re

n
e
u
rs

h
ip

 t
h
a
t 

w
ill

  
tr

a
n
s
fo

rm
 

T
o
tt

e
n
h
a
m

.

�
T

h
e
 C

o
u
n
c
il 

w
ill

 n
e
e
d
 t

o
 w

o
rk

 c
lo

s
e
ly

 w
it
h
 p

u
b
lic

 a
n
d
 c

o
m

m
u
n
it
y
 

s
e
c
to

r 
p
a
rt

n
e
rs

 u
ti
lis

in
g
 r

e
s
o
u
rc

e
s
 f

le
xi

b
ly

 t
o
 m

a
n
a
g
e
 s

u
p
p
o
rt

 a
n
d
 

m
o
n
it
o
r 

th
e
 r

e
g
e
n
e
ra

ti
o
n
 o

f 
T

o
tt

e
n
h
a
m

.

2
. 

F
in

a
n

c
ia

l 
P

e
rf

o
rm

a
n

c
e
  

P
re

s
s
u

re
s

�
T

h
e
 C

o
u
n
c
il 

c
o
n
ti
n
u
e
s
 t

o
 f

a
c
e
 f

in
a
n
c
ia

l 
p
re

s
s
u
re

s
 i
n
 

th
e
 f

o
rt

h
c
o
m

in
g
 y

e
a
rs

. 
  

T
h
e
 C

o
u
n
c
il 

a
re

 a
n
ti
c
ip

a
ti
n
g
 

g
e
n
e
ra

ti
n
g
 a

 s
u
rp

lu
s
 f
o
r 

2
0
1
3
/1

4
 a

n
d
 a

re
 d

u
e
 t

o
 s

e
t 

a
 b

a
la

n
c
e
d
 b

u
d
g
e
t 

fo
r 

2
0
1
4
/1

5
.

�
F

u
rt

h
e
r 

s
a
v
in

g
s
 o

f 
a
p
p
ro

xi
m

a
te

ly
 £

5
4
m

 w
ill

 n
e
e
d
 t

o
 

b
e
 d

e
liv

e
re

d
 b

e
tw

e
e
n
 2

0
1
5
 a

n
d
 2

0
1
7
 t

o
 b

a
la

n
c
e
 t

h
e
 

C
o
u
n
c
il'

s
 b

u
d
g
e
t.

3
. 

R
e
s
tr

u
c
tu

re
 o

f 
S

e
n

io
r 

M
a
n

a
g

e
m

e
n

t 
A

rr
a
n

g
e
m

e
n

ts

�
In

 o
rd

e
r 

to
 m

e
e
t 
it
s
 s

ig
n
if
ic

a
n
t 
o
p
e
ra

ti
o
n
a
l 
a
n
d
 f

in
a
n
c
ia

l 
c
h
a
lle

n
g
e
s
, 

th
e
 C

o
u
n
c
il 

a
re

 u
n
d
e
rt

a
k
in

g
 a

 r
e
s
tr

u
c
tu

re
 o

f 
s
e
n
io

r 
m

a
n
a
g
e
m

e
n
t 
p
o
s
it
io

n
s
. 

T
h
is

 c
o
u
ld

 p
o
te

n
ti
a
lly

 
re

s
u
lt
 i
n
 l
o
s
s
 o

f 
c
o
rp

o
ra

te
 k

n
o
w

le
d
g
e
 a

n
d
 i
n
c
re

a
s
e
d
 

re
d
u
n
d
a
n
c
y
 p

a
y
m

e
n
ts

.

O
u

r 
re

s
p

o
n

s
e

�
A

s
 t
h
e
 s

c
h
e
m

e
 p

ro
g
re

s
s
e
s
 w

e
 w

ill
  
re

v
ie

w
  

th
e
 C

o
u
n
c
il'

s
 p

ro
p
o
s
e
d
 

a
c
c
o
u
n
ti
n
g
 t

re
a
tm

e
n
ts

 s
u
c
h
 a

s
 a

c
c
o
u
n
ti
n
g
 f

o
r 

g
ra

n
ts

 a
n
d
 c

a
p
it
a
l 

e
xp

e
n
d
it
u
re

.

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
  

im
p
a
c
t 
o
f 

th
e
 r

e
g
e
n
e
ra

ti
o
n
 p

la
n
s
 o

n
 t

h
e
 C

o
u
n
c
il'

s
 

fi
n
a
n
c
ia

l 
p
la

n
s
  
a
s
 p

a
rt

 o
f 

o
u
r 

V
a
lu

e
 f

o
r 

M
o
n
e
y
 c

o
n
c
lu

s
io

n
. 

 T
h
is

 w
ill

 
in

c
lu

d
e
 c

o
n
s
id

e
ra

ti
o
n
 o

f 
th

e
 m

a
n
a
g
e
m

e
n
t 

o
f 

fi
n
a
n
c
ia

l 
ri
s
k
s
 w

it
h
in

 t
h
e
 

C
o
u
n
c
il'

s
 M

e
d
iu

m
 T

e
rm

 F
in

a
n
c
ia

l 
P

la
n
 (

M
T

F
P

).

�
W

e
 w

ill
  
u
ti
lis

e
 s

p
e
c
ia

lis
t 
s
u
p
p
o
rt

 f
ro

m
 w

it
h
in

 G
ra

n
t 

T
h
o
rn

to
n
 (

e
.g

. 
g
ro

w
th

 a
c
c
e
le

ra
to

r 
 t

e
a
m

) 
to

 h
e
lp

 s
u
p
p
o
rt

 t
h
e
 C

o
u
n
c
il 

in
 a

c
h
ie

v
in

g
 i
ts

 
s
tr

a
te

g
y
. 

�
W

e
 w

ill
 c

o
n
ti
n
u
e
 t

o
 m

o
n
it
o
r 

th
e
 C

o
u
n
c
il'

s
 f
in

a
n
c
ia

l 
p
e
rf

o
rm

a
n
c
e
 t

h
ro

u
g
h
 d

is
c
u
s
s
io

n
s
 w

it
h
 o

ff
ic

e
rs

 a
n
d
 

re
v
ie

w
 o

f 
C

o
u
n
c
il 

p
a
p
e
rs

. 
T

h
is

 r
e
v
ie

w
 w

ill
 i
n
fo

rm
 o

u
r 

a
c
c
o
u
n
ts

 o
p
in

io
n
 w

o
rk

 a
n
d
 a

ls
o
 f
o
rm

 p
a
rt

 o
f 

o
u
r 

w
o
rk

 
o
n
 t

h
e
 V

F
M

c
o
n
c
lu

s
io

n

�
A

s
 p

a
rt

 o
f 

o
u
r 

w
o
rk

 o
n
 F

in
a
n
c
ia

l 
R

e
s
ili

e
n
c
e
 w

e
 w

ill
 

re
v
ie

w
 t

h
e
 s

tr
e
n
g
th

 o
f 

th
e
 C

o
u
n
c
il'

s
 a

rr
a
n
g
e
m

e
n
ts

 i
n
 

re
la

ti
o
n
 t

o
 f

in
a
n
c
ia

l 
p
la

n
n
in

g
 a

n
d
 g

o
v
e
rn

a
n
c
e

�
W

e
 w

ill
 c

o
n
ti
n
u
e
 t

o
 d

is
c
u
s
s
 t
h
e
 p

ro
g
re

s
s
 o

f 
th

e
 

re
s
tr

u
c
tu

ri
n
g
 p

ro
g
ra

m
m

e
 t
o
 u

n
d
e
rs

ta
n
d
 t

h
e
 i
m

p
a
c
t 
th

is
 i
s
 

h
a
v
in

g
 o

n
 t

h
e
 d

a
y
 t

o
 d

a
y
 o

p
e
ra

ti
o
n
s
 o

f 
th

e
 C

o
u
n
c
il.

�
W

e
 w

ill
  
re

v
ie

w
 d

is
c
lo

s
u
re

s
 a

n
d
 c

h
e
c
k
 t
h
e
 p

ro
v
is

io
n
 

c
a
lc

u
la

ti
o
n
s
 w

it
h
in

 t
h
e
 f

in
a
n
c
ia

l 
s
ta

te
m

e
n
ts

In 
pla

nn
ing

 ou
r au

dit
 we

 ne
ed 

to 
un

der
sta

nd
 th

e c
hal

len
ges

 an
d o

pp
ort

un
itie

s th
e C

ou
nci

l is
 fac

ing
.  W

e s
et o

ut 
a s

um
ma

ry 
of 

ou
r u

nd
ers

tan
din

g b
elo

w.

Page 214



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Un
der

sta
nd

ing
 yo

ur 
bu

sin
ess

C
h

a
ll

e
n

g
e
s
/o

p
p

o
rt

u
n

it
ie

s

4
. 

T
h

e
 B

e
tt

e
r 

C
a
re

 F
u

n
d

�
T

h
e
 B

e
tt

e
r 

C
a
re

 F
u
n
d
 w

ill
 b

e
 i
n
tr

o
d
u
c
e
d
 i
n
 2

0
1
5
/1

6
. 

T
h
is

 i
s
 a

 s
in

g
le

 p
o
o
le

d
 b

u
d
g
e
t 

fo
r 

h
e
a
lt
h
 a

n
d
 s

o
c
ia

l c
a
re

 
s
e
rv

ic
e
s
 t
o
 w

o
rk

 m
o
re

 c
lo

s
e
ly

 t
o
g
e
th

e
r 

in
 l
o
c
a
l 
a
re

a
s
 

p
ro

v
id

in
g
 i
n
te

g
ra

te
d
 s

o
lu

ti
o
n
s
 f

o
r 

th
e
 c

o
m

m
u
n
it
y
. 
T

h
e
 

C
o
u
n
c
il 

a
lo

n
g
 w

it
h
 H

a
ri
n
g
e
y
 C

lin
ic

a
l C

o
m

m
is

s
io

n
in

g
 

G
ro

u
p
 (

C
C

G
) 

w
ill

 b
e
 r

e
s
p
o
n
s
ib

le
 f

o
r 

d
e
liv

e
ri
n
g
 t

h
e
  

B
e
tt

e
r 

C
a
re

 F
u
n
d
 P

la
n
 f

o
r 

th
e
  

a
re

a

�
T

h
e
 H

e
a
lt
h
 a

n
d
 W

e
llb

e
in

g
 B

o
a
rd

  
a
re

 r
e
q
u
ir
e
d
 t

o
 

a
p
p
ro

v
e
 t

h
e
 B

e
tt

e
r 

C
a
re

 F
u
n
d
 P

la
n
. 

T
h
e
 d

ra
ft

  
p
la

n
 h

a
s
 

b
e
e
n
 s

ig
n
e
d
 o

ff
 b

y
 c

a
b
in

e
t 

a
n
d
 b

u
ilt

 i
n
to

 t
h
e
 C

o
u
n
c
il'

s
 

M
T

F
P

. 
T

h
e
 f

in
a
l 
p
la

n
 s

h
o
u
ld

 b
e
 s

u
b
m

it
te

d
 t
o
 N

H
S

 
E

n
g
la

n
d
 b

y
 4

 A
p
ri
l 
2
0
1
4
.

5
. 

W
e
lf

a
re

 R
e
fo

rm
 A

c
t

�
T

h
e
 W

e
lf
a
re

 R
e
fo

rm
s
  
a
re

 c
o
n
s
id

e
re

d
 t

o
 b

e
 t

h
e
 b

ig
g
e
s
t 

o
v
e
rh

a
u
l 
o
f 

th
e
 b

e
n
e
fi
ts

 s
y
s
te

m
 s

in
c
e
 t
h
e
 1

9
4
0
s
. 

T
h
e
 

a
im

 o
f 

th
e
 r

e
fo

rm
s
 is

 t
o
 s

im
p
lif

y
 t
h
e
 b

e
n
e
fi
ts

 s
y
s
te

m
 in

 
o
rd

e
r 

to
 i
m

p
ro

v
e
 i
n
c
e
n
ti
v
e
s
 t

o
 w

o
rk

. 
T

h
e
 C

o
u
n
c
il 

w
a
s
 

a
n
 e

a
rl
y
 i
m

p
le

m
e
n
te

r 
o
f 

 t
h
e
 b

e
n
e
fi
ts

 c
a
p
. 

 

�
A

lo
n
g
s
id

e
 C

o
u
n
c
il 

T
a
x 

B
e
n
e
fi
t 

c
h
a
n
g
e
s
 c

o
u
n
c
ils

 h
a
v
e
 

to
 a

rr
a
n
g
e
 f

o
r 

th
e
 d

e
liv

e
ry

 o
f 

a
 n

e
w

 l
o
c
a
l 
w

e
lf
a
re

 
p
a
y
m

e
n
ts

 s
y
s
te

m
 w

h
ic

h
 r

e
p
la

c
e
s
 t

h
e
 S

o
c
ia

l 
F

u
n
d
. 

O
u

r 
re

s
p

o
n

s
e

�
W

e
 w

ill
 c

o
n
ti
n
u
e
 t

o
 d

is
c
u
s
s
 w

it
h
 t

h
e
 C

o
u
n
c
il 

h
o
w

 i
t 
is

 
p
ro

c
e
e
d
in

g
 w

it
h
 t

h
e
 d

e
v
e
lo

p
m

e
n
t 

o
f 

it
s
 j
o
in

t 
p
la

n
s
 a

n
d
 

m
o
n
it
o
r 

p
ro

p
o
s
e
d
 t

im
e
lin

e
s
 f
o
r 

im
p
le

m
e
n
ta

ti
o
n
 o

f 
th

e
 

n
e
w

 a
rr

a
n
g
e
m

e
n
ts

 i
n
 t

im
e
 f
o
r 

th
e
 2

0
1
4
/1

5
 f

in
a
n
c
ia

l 
y
e
a
r 

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
 i
m

p
a
c
t 
o
f 

th
e
 f

u
n
d
in

g
 o

n
 t

h
e
 M

T
F

P
a
n
d
 e

n
s
u
re

 t
h
a
t 

p
ro

p
e
r 

c
o
n
s
id

e
ra

ti
o
n
 h

a
s
 b

e
e
n
 t

a
k
e
n
 

w
h
e
n
 i
d
e
n
ti
fy

in
g
  

th
e
 c

o
s
t 
o
f 

im
p
le

m
e
n
ti
n
g
 t
h
e
 P

la
n

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
 c

u
rr

e
n
t 

im
p
a
c
t 
o
f 

th
e
s
e
 r

e
fo

rm
s
 w

it
h
 

th
e
 C

o
u
n
c
il 

a
s
 p

a
rt

 o
f 

o
u
r 

fi
n
a
n
c
ia

l 
re

s
ili

e
n
c
e
 w

o
rk

 t
o
 

e
n
s
u
re

 t
h
a
t 

th
e
re

 a
re

 a
d
e
q
u
a
te

 a
rr

a
n
g
e
m

e
n
ts

 i
n
 p

la
c
e
 

to
 m

a
n
a
g
e
 t

h
e
s
e
 c

h
a
n
g
e
s
 i
n
 b

o
th

 t
h
e
 s

h
o
rt

, 
m

e
d
iu

m
 

a
n
d
 l
o
n
g
 t

e
rm

�
O

u
r 

w
o
rk

 w
ill

 a
ls

o
 i
n
c
lu

d
e
 r

e
v
ie

w
in

g
 t

h
e
 i
m

p
a
c
t 
a
n
d
 

b
u
d
g
e
ti
n
g
 o

f 
th

e
 l
o
c
a
lis

a
ti
o
n
 o

f 
C

o
u
n
c
il 

T
a
x 

B
e
n
e
fi
ts

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
 C

o
u
n
c
il'

s
 p

ro
v
is

io
n
s
 f
o
r 

b
a
d
 d

e
b
t 

fo
r 

b
o
th

 H
R

A
re

n
ts

 a
n
d
 C

o
u
n
c
il 

T
a
x 

a
s
 p

a
rt

 o
f 

o
u
r 

fi
n
a
l 

a
c
c
o
u
n
ts

 t
e
s
ti
n
g

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
 p

la
n
n
e
d
 f

in
a
n
c
ia

l 
ri
s
k
s
 r

e
la

ti
n
g
 t

o
 t

h
e
 

c
h
a
n
g
e
s
 i
n
 w

e
lf
a
re

 w
it
h
in

 t
h
e
 C

o
u
n
c
il'

s
 M

T
F

P
a
s
 p

a
rt

 o
f 

o
u
r 

V
fM

w
o
rk

In 
pla

nn
ing

 ou
r au

dit
 we

 ne
ed 

to 
un

der
sta

nd
 th

e c
hal

len
ges

 an
d o

pp
ort

un
itie

s th
e C

ou
nci

l is
 fac

ing
.  W

e s
et o

ut 
a s

um
ma

ry 
of 

ou
r u

nd
ers

tan
din

g b
elo

w.

Page 215



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

De
vel

op
me

nts
 re

lev
ant

 to
 yo

ur 
bu

sin
ess

 an
d t

he 
aud

it
In 

pla
nn

ing
 ou

r au
dit

 we
 als

o c
on

sid
er 

the
 im

pac
t o

f k
ey 

dev
elo

pm
ent

s in
 th

e s
ect

or 
and

 tak
e a

cco
un

t o
f n

atio
nal

 au
dit

 re
qui

rem
ent

s a
s s

et o
ut 

in 
the

 Co
de 

of 
Au

dit
 Pr

act
ice

 
('th

e c
od

e') 
and

 as
soc

iate
d g

uid
anc

e.
D

e
v
e
lo

p
m

e
n

ts
 a

n
d

 o
th

e
r 

re
q

u
ir

e
m

e
n

ts

1
.F

in
a
n

c
ia

l 
re

p
o

rt
in

g

�
C

h
a
n
g
e
s
 t

o
 t

h
e
 C

IP
F

A
 C

o
d
e
 

o
f 

P
ra

c
ti
c
e

�
C

la
ri
fi
c
a
ti
o
n
 o

f 
C

o
d
e
 

re
q
u
ir
e
m

e
n
ts

  
fo

r 
P

ro
p
e
rt

y
 

P
la

n
t 

a
n
d
 E

q
u
ip

m
e
n
t 

(P
P

E
) 

v
a
lu

a
ti
o
n
s

�
C

h
a
n
g
e
s
 t

o
 N

D
R

 a
c
c
o
u
n
ti
n
g
 

a
n
d
 p

ro
v
is

io
n
s
 f

o
r 

b
u
s
in

e
s
s
 

ra
te

 a
p
p
e
a
ls

�
T

ra
n
s
fe

r 
o
f 

a
s
s
e
ts

 t
o
 

A
c
a
d
e
m

ie
s

2
. 

L
e
g

is
la

ti
o

n

�
L
o
c
a
l 
G

o
v
e
rn

m
e
n
t 

F
in

a
n
c
e
 

s
e
tt

le
m

e
n
t 

�
W

e
lf
a
re

 r
e
fo

rm
 A

c
t 
 2

0
1
2

3
. 

C
o

rp
o

ra
te

 g
o

v
e
rn

a
n

c
e

�
A

n
n
u
a
l 
G

o
v
e
rn

a
n
c
e
 

S
ta

te
m

e
n
t 
(A

G
S

)

�
E

xp
la

n
a
to

ry
 f

o
re

w
o
rd

4
. 

P
e
n

s
io

n
s

T
h
e
 C

o
d
e
 r

e
q
u
ir
e
s
 a

 n
u
m

b
e
r 

o
f 

c
h
a
n
g
e
s
 i
n
 t

h
e
 a

c
c
o
u
n
ti
n
g
 f

o
r 

th
e
 

L
o
c
a
l 
G

o
v
e
rn

m
e
n
t 

p
e
n
s
io

n
 

S
c
h
e
m

e
 (

L
G

P
S

).
  
T

h
e
s
e
 a

re
 m

o
s
t 

n
o
ta

b
ly

 i
n
 r

e
g
a
rd

s
 t

o
:

�
C

h
a
n
g
e
s
 i
n
 A

c
c
o
u
n
ti
n
g
 p

o
lic

y

�
A

 r
e
a
llo

c
a
ti
o
n
 o

f 
a
m

o
u
n
ts

 
c
h
a
rg

e
d
 i
n
 t

h
e
 c

o
m

p
re

h
e
n
s
iv

e
 

in
c
o
m

e
 a

n
d
 e

xp
e
n
d
it
u
re

 
s
ta

te
m

e
n
t 
(C

IE
S

)

�
m

o
re

 d
e
ta

ile
d
 d

is
c
lo

s
u
re

s

5
. 

O
th

e
r 

re
q

u
ir

e
m

e
n

ts

�
T

h
e
 C

o
u
n
c
il 

is
 r

e
q
u
ir
e
d
 t

o
 

s
u
b
m

it
 a

 W
h
o
le

 o
f 

G
o
v
e
rn

m
e
n
t 

a
c
c
o
u
n
ts

 p
a
c
k
 

o
n
 w

h
ic

h
 w

e
 p

ro
v
id

e
 a

n
 a

u
d
it
 

o
p
in

io
n
 

�
T

h
e
 C

o
u
n
c
il 

c
o
m

p
le

te
s
 g

ra
n
t 

c
la

im
s
 a

n
d
 r

e
tu

rn
s
 o

n
 w

h
ic

h
 

a
u
d
it
 c

e
rt

if
ic

a
ti
o
n
 is

 r
e
q
u
ir
e
d

O
u

r 
re

s
p

o
n

s
e

W
e
 w

ill
 e

n
s
u
re

 t
h
a
t

�
th

e
 C

o
u
n
c
il 

c
o
m

p
lie

s
 w

it
h
 t

h
e
 

re
q
u
ir
e
m

e
n
ts

 o
f 

th
e
 C

IP
F

A
 

C
o
d
e
 o

f 
P

ra
c
ti
c
e
  
a
n
d
 t

h
e
 

c
h
a
n
g
e
s
 i
n
 r

e
q
u
ir
e
m

e
n
ts

 f
o
r 

v
a
lu

a
ti
o
n
 o

f 
P

P
E

 a
re

 
c
o
rr

e
c
tl
y
 a

p
p
lie

d

�
th

e
 C

o
u
n
c
il'

s
 a

p
p
ro

a
c
h
 t

o
 

a
c
c
o
u
n
ti
n
g
 f

o
r 

b
u
s
in

e
s
s
 r

a
te

 
a
p
p
e
a
ls

, 
e
n
s
u
ri
n
g
 t

h
a
t 

a
n
y
 

p
ro

v
is

io
n
s
 m

a
d
e
 a

re
 

re
a
s
o
n
a
b
le

 a
n
d
 e

s
ti
m

a
te

s
 

a
n
d
 j
u
d
g
e
m

e
n
ts

 a
re

 
s
u
p
p
o
rt

a
b
le

�
s
c
h
o
o
ls

 a
re

 a
c
c
o
u
n
te

d
 f

o
r 

c
o
rr

e
c
tl
y
 a

n
d
 i
n
 l
in

e
 w

it
h
 t

h
e
 

la
te

s
t 
g
u
id

a
n
c
e

�
W

e
 w

ill
 d

is
c
u
s
s
 t
h
e
 i
m

p
a
c
t 
o
f 

th
e
 l
e
g
is

la
ti
v
e
 c

h
a
n
g
e
s
 w

it
h
 

th
e
 C

o
u
n
c
il 

th
ro

u
g
h
 o

u
r 

re
g
u
la

r 
m

e
e
ti
n
g
s
 w

it
h
 s

e
n
io

r 
m

a
n
a
g
e
m

e
n
t 
a
n
d
 t

h
o
s
e
 

c
h
a
rg

e
d
 w

it
h
 g

o
v
e
rn

a
n
c
e
, 

p
ro

v
id

in
g
 a

 v
ie

w
 w

h
e
re

 
a
p
p
ro

p
ri
a
te

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
 

a
rr

a
n
g
e
m

e
n
ts

 t
h
e
 C

o
u
n
c
il 

h
a
s
 i
n
 p

la
c
e
 f

o
r 

th
e
 

p
ro

d
u
c
ti
o
n
 o

f 
th

e
 A

G
S

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e
 A

G
S

  
a
n
d
 

th
e
 e

xp
la

n
a
to

ry
 f

o
re

w
o
rd

 t
o
 

c
o
n
s
id

e
r 

w
h
e
th

e
r 

th
e
y
 a

re
 

c
o
n
s
is

te
n
t 
w

it
h
 o

u
r 

k
n
o
w

le
d
g
e

�
W

e
 w

ill
 r

e
v
ie

w
 h

o
w

 t
h
e
 C

o
u
n
c
il 

d
e
a
lt
 w

it
h
 t

h
e
 i
m

p
a
c
t 
o
f 

th
e
 

2
0
1
3
/1

4
 c

h
a
n
g
e
s
 t

h
ro

u
g
h
 o

u
r 

m
e
e
ti
n
g
s
 w

it
h
 s

e
n
io

r 
m

a
n
a
g
e
m

e
n
t

�
W

e
 w

ill
 c

a
rr

y
 o

u
t 

w
o
rk

 o
n
 t

h
e
 

W
G

A
 p

a
c
k
 i
n
 a

c
c
o
rd

a
n
c
e
 

w
it
h
 r

e
q
u
ir
e
m

e
n
ts

�
W

e
 w

ill
 c

e
rt

if
y
 g

ra
n
t 

c
la

im
s
 

a
n
d
 r

e
tu

rn
s
 i
n
 a

c
c
o
rd

a
n
c
e
 

w
it
h
 A

u
d
it
 C

o
m

m
is

s
io

n
 

re
q
u
ir
e
m

e
n
ts

Page 216



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

D
e

v
is

e
 a

u
d

it
 s

tr
a

te
g

y
(p

la
n

n
e

d
 c

o
n

tr
o

l 
re

li
a

n
c

e
?

)

Ou
r a

ud
it a

pp
roa

ch G
lo

b
a
l 
a
u

d
it

 t
e
c
h

n
o

lo
g

y
E

n
s
u

re
s
 c

o
m

p
li

a
n

c
e
 w

it
h

 I
n

te
rn

a
ti

o
n

a
l 

S
ta

n
d

a
rd

s
 o

n
 A

u
d

it
in

g
 (

IS
A

s
)

C
re

a
te

s
 a

n
d

 t
a
il

o
rs

 
a
u

d
it

 p
ro

g
ra

m
s

S
to

re
s
 a

u
d

it
e
v
id

e
n

c
e

D
o

c
u

m
e
n

ts
 p

ro
c
e
s
s
e
s
 

a
n

d
 c

o
n

tr
o

ls

U
n

d
e

rs
ta

n
d

in
g
 

th
e

 e
n

v
ir

o
n

m
e

n
t 

a
n

d
 t
h

e
 e

n
ti
ty

U
n

d
e

rs
ta

n
d

in
g
 

m
a

n
a

g
e

m
e

n
t’
s
 

fo
c
u

s

U
n

d
e

rs
ta

n
d

in
g
 

th
e

 b
u

s
in

e
s
s

E
v
a

lu
a

ti
n

g
 t
h

e
 

y
e

a
r’

s
 r

e
s
u

lt
s

In
h

e
re

n
t 

ri
s
k
s

S
ig

n
if
ic

a
n

t 

ri
s
k
s

O
th

e
r

ri
s
k
s

M
a

te
ri

a
l 

b
a

la
n

c
e

s

Y
e

s
N

o

�
T

e
s
t 

c
o

n
tr

o
ls

�
S

u
b

s
ta

n
ti
v
e

 

a
n

a
ly

ti
c
a

l 

re
v
ie

w

�
T

e
s
ts

 o
f 
d

e
ta

il

�
T

e
s
t 

o
f 
d

e
ta

il

�
S

u
b

s
ta

n
ti
v
e

 

a
n

a
ly

ti
c
a

l 

re
v
ie

w

F
in

a
n

c
ia

l s
ta

te
m

e
n

ts

C
o

n
c
lu

d
e

 a
n

d
 r

e
p

o
rt

G
e

n
e

ra
l 
a

u
d

it
 p

ro
c
e

d
u

re
s

ID
E

A

E
x
tr

a
c
t 

y
o

u
r 

d
a

ta

R
e

p
o

rt
 o

u
tp

u
t 

to
 t
e

a
m

s

A
n

a
ly

s
e

 d
a

ta
 

u
s
in

g
 r

e
le

v
a

n
t 

p
a

ra
m

e
te

rs

D
e

v
e

lo
p

 a
u

d
it

 p
la

n
 t

o
 

o
b

ta
in

 r
e

a
s

o
n

a
b

le
 

a
s

s
u

ra
n

c
e

 t
h

a
t 

th
e

 
F

in
a

n
c

ia
l 
S

ta
te

m
e

n
ts

 
a

s
 a

 w
h

o
le

 a
re

 f
re

e
 

fr
o

m
 m

a
te

ri
a

l 
m

is
s

ta
te

m
e

n
t 

a
n

d
 

p
re

p
a

re
d

 i
n

 a
ll

 
m

a
te

ri
a

la
re

s
p

e
c

ts
 

w
it

h
 t

h
e

 C
IP

F
A

 C
o

d
e

 
o

f 
P

ra
c

ti
c

e
 

fr
a

m
e

w
o

rk
 u

s
in

g
 o

u
r 

g
lo

b
a

l 
m

e
th

o
d

o
lo

g
y
 

a
n

d
 a

u
d

it
 s

o
ft

w
a

re

N
o

te
:

a
.

A
n

 i
te

m
 w

o
u

ld
 b

e
 c

o
n

s
id

e
re

d
 

m
a

te
ri

a
l 
to

 t
h

e
 f
in

a
n

c
ia

l 
s
ta

te
m

e
n

ts
 

if
, 
th

ro
u

g
h

 i
ts

 o
m

is
s
io

n
 o

r 
n

o
n

-

d
is

c
lo

s
u

re
, 
th

e
 f
in

a
n

c
ia

l 
s
ta

te
m

e
n

ts
 

w
o

u
ld

 n
o

 l
o

n
g

e
r 

s
h

o
w

 a
 t

ru
e

 a
n

d
 

fa
ir

 v
ie

w
.

Page 217



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Sig
nif

ica
nt 

risk
s id

ent
ifie

d
'Sig

nif
ica

nt 
risk

s o
fte

n r
ela

te t
o s

ign
ific

ant
 no

n-r
ou

tin
e tr

ans
act

ion
s a

nd
 jud

gm
ent

al m
att

ers
. N

on
-ro

uti
ne 

tra
nsa

ctio
ns 

are
 tra

nsa
ctio

ns 
tha

t ar
e u

nu
sua

l, e
ith

er 
du

e to
 siz

e o
r 

nat
ure

, an
d t

hat
 th

ere
for

e o
ccu

r in
fre

que
ntl

y. J
ud

gm
ent

al m
att

ers
 m

ay 
inc

lud
e th

e d
eve

lop
me

nt 
of 

acc
ou

nti
ng 

est
im

ate
s fo

r w
hic

h t
her

e is
 sig

nif
ica

nt 
me

asu
rem

ent
 

un
cer

tain
ty' 

(IS
A 3

15)
. 

In 
thi

s se
ctio

n w
e o

utl
ine

 th
e s

ign
ific

ant
 ris

ks 
of 

ma
ter

ial 
mi

sst
ate

me
nt 

wh
ich

 we
 ha

ve 
ide

nti
fied

.  T
her

e a
re 

two
 pr

esu
me

d s
ign

ific
ant

 ris
ks 

wh
ich

 ar
e a

pp
lica

ble
 to

 all
 au

dit
s 

un
der

 au
dit

ing
 sta

nd
ard

s (I
nte

rna
tio

nal
 St

and
ard

s o
n A

ud
itin

g –
ISA

s)  
wh

ich
 ar

e li
ste

d b
elo

w:
S

ig
n

if
ic

a
n

t 
ri

s
k

D
e

s
c

ri
p

ti
o

n
S

u
b

s
ta

n
ti

v
e

 a
u

d
it

 p
ro

c
e

d
u

re
s

T
h

e
re

v
e

n
u

e
 c

y
c
le

in
c
lu

d
e

s
 

fr
a

u
d

u
le

n
t 
tr

a
n

s
a

c
ti
o

n
s

U
n

d
e

r 
IS

A
 2

4
0

 t
h

e
re

 i
s

a
 p

re
s
u

m
e

d
 r

is
k
 t
h

a
t 
re

v
e

n
u

e
 

m
a

y
 b

e
 m

is
s
ta

te
d
 d

u
e

 t
o

 t
h

e
 i
m

p
ro

p
e

r 
re

c
o

g
n

it
io

n
 o

f 

re
v
e

n
u

e
.

W
o

rk
 p

la
n

n
e

d
:

�
R

e
v
ie

w
 a

n
d

 t
e

s
ti
n

g
 o

f 
re

v
e

n
u

e
 r

e
c
o

g
n

it
io

n
 p

o
lic

ie
s

�
T

e
s
ti
n

g
 o

f 
m

a
te

ri
a

l r
e

v
e

n
u

e
 s

tr
e

a
m

s
 

M
a

n
a

g
e

m
e

n
t
o

v
e

r-
ri

d
e

 o
f 
c
o

n
tr

o
ls

U
n

d
e

r
IS

A
 2

4
0

 t
h

e
re

 i
s
 a

 p
re

s
u

m
e

d
 r

is
k
 t
h

a
t 
th

e
 r

is
k
 o

f 

m
a

n
a

g
e

m
e

n
t 
o

v
e

r-
ri

d
e

 o
f 
c
o

n
tr

o
ls

 i
s
 p

re
s
e

n
t 
in

 a
ll 

e
n

ti
ti
e

s
.

W
o

rk
 c

o
m

p
le

te
d

 t
o

 d
a

te
:

�
R

e
v
ie

w
 o

f 
jo

u
rn

a
l 
c
o

n
tr

o
ls

 a
n

d
 e

a
rl

y
 d

is
c
u

s
s
io

n
 o

f 
a

c
c
o

u
n

ti
n
g

 e
s
ti
m

a
te

s
, 
ju

d
g

m
e

n
ts

 

a
n

d
 d

e
c
is

io
n

s
 m

a
d

e
 b

y
 m

a
n

a
g

e
m

e
n

t

F
u

rt
h

e
r

w
o

rk
 p

la
n

n
e

d
:

�
R

e
v
ie

w
 o

f 
a

c
c
o

u
n

ti
n

g
 e

s
ti
m

a
te

s
, 
ju

d
g

m
e

n
ts

 a
n

d
 d

e
c
is

io
n

s
 m

a
d

e
 b

y
 m

a
n

a
g

e
m

e
n

t

�
T

e
s
ti
n

g
 o

f 
jo

u
rn

a
l 
e

n
tr

ie
s

�
R

e
v
ie

w
 o

f 
u

n
u

s
u

a
l s

ig
n

if
ic

a
n

t 
tr

a
n

s
a

c
ti
o

n
s

Page 218



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Ot
her

 ris
ks 

ide
nti

fie
d

Th
e a

ud
ito

r sh
ou

ld e
val

uat
e th

e d
esi

gn 
and

 de
ter

mi
ne 

the
 im

ple
me

nta
tio

n o
f th

e e
nti

ty's
 co

ntr
ols

, in
clu

din
g r

ele
van

t co
ntr

ol a
ctiv

itie
s, o

ver
 th

ose
 ris

ks 
for

 wh
ich

, in
 th

e 
aud

ito
r's 

jud
gm

ent
, it 

is n
ot 

po
ssib

le o
r p

rac
tica

ble
 to

 re
du

ce 
the

 ris
ks 

of 
ma

ter
ial 

mi
sst

ate
me

nt 
at t

he 
ass

ert
ion

 lev
el t

o a
n a

cce
pta

bly
 lo

w l
eve

l w
ith

 au
dit

 ev
ide

nce
 ob

tain
ed 

on
ly f

rom
 su

bst
ant

ive
 pr

oce
du

res
 (IS

A 3
15)

. 
In 

thi
s se

ctio
n w

e o
utl

ine
 th

e o
the

r ri
sks

 of
 m

ate
rial

 m
isst

ate
me

nt 
wh

ich
 we

 ha
ve 

ide
nti

fied
 as

 a r
esu

lt o
f o

ur 
pla

nn
ing

.

O
th

e
r 

re
a

s
o

n
a

b
ly

 
p

o
s

s
ib

le
 

ri
s

k
s

D
e

s
c

ri
p

ti
o

n
W

o
rk

 c
o

m
p

le
te

d
 t

o
 d

a
te

F
u

rt
h

e
r 

w
o

rk
 p

la
n

n
e

d

O
p

e
ra

ti
n

g
 

e
x
p

e
n

s
e

s

C
re

d
it
o

rs
u

n
d

e
rs

ta
te

d
 o

r 

n
o

t 
re

c
o

rd
e

d
 i
n

 t
h

e
 c

o
rr

e
c
t 

p
e

ri
o

d

�
W

e
 h

a
v
e

 p
e

rf
o

rm
e

d
 a

 w
a

lk
th

ro
u

g
h

 t
o

 g
a

in
 a

s
s
u

ra
n

c
e
 t
h

a
t 
th

e
 

in
-y

e
a

r 
c
o

n
tr

o
ls

 w
e

re
 o

p
e

ra
ti
n

g
 in

 a
c
c
o

rd
a

n
c
e

 w
it
h

 o
u

r 

u
n

d
e

rs
ta

n
d

in
g

. 
 N

o
 i
s
s
u

e
s
 w

e
re

 i
d

e
n

ti
fi
e

d
 a

s
 a

 r
e

s
u

lt
 o

f 
th

is
 

w
o

rk
.

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e

 r
e

c
o

n
c
ili

a
ti
o

n
 b

e
tw

e
e

n
 t
h

e
 s

u
b

s
id

ia
ry

 s
y
s
te

m
 

a
n

d
  
th

e
 g

e
n

e
ra

l l
e

d
g

e
r

�
W

e
 w

ill
 c

o
m

p
le

te
 a

tt
ri

b
u

te
 t
e

s
ti
n

g
 o

n
 a

 s
a

m
p

le
 o

f 
in

v
o

ic
e

s
 a

n
d

 

g
o

o
d

s
 r

e
c
e

ip
t 
n

o
te

s
 a

n
d

 o
th

e
r 

c
o

n
fi
rm

a
ti
o

n
s
 t
o

 e
n

s
u

re
 t
h

a
t 

tr
a

n
s
a

c
ti
o

n
s
 h

a
v
e

 b
e

e
n

 r
e

c
o

g
n

is
e

d

�
W

e
 w

ill
 u

n
d

e
rt

a
k
e

 c
u

t-
o

ff
 t
e

s
ti
n

g
 t
o

 d
e

te
rm

in
e

 w
h

e
th

e
r 

e
x
p

e
n

s
e

s
 a

re
 r

e
c
o

rd
e

d
 in

 t
h

e
 c

o
rr

e
c
t 
p

e
ri

o
d

E
m

p
lo

y
e

e
 

re
m

u
n

e
ra
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n

E
m

p
lo

y
e

e
 r

e
m
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n

e
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o

n
 

a
c
c
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a
l u

n
d

e
rs

ta
te

d

�
W

e
 h

a
v
e

 p
e

rf
o

rm
e

d
 a

 w
a

lk
th

ro
u

g
h

 t
o

 g
a

in
 a

s
s
u

ra
n

c
e
 t
h

a
t 
th

e
 

in
-y

e
a

r 
c
o

n
tr

o
ls

 w
e

re
 o

p
e

ra
ti
n

g
 in

 a
c
c
o

rd
a

n
c
e

 w
it
h

 o
u

r 

u
n

d
e

rs
ta

n
d

in
g

. 
 N

o
 i
s
s
u

e
s
 w

e
re

 i
d

e
n

ti
fi
e

d
 a

s
 a

 r
e

s
u

lt
 o

f 
th

is
 

w
o

rk
.

�
W

e
 w

ill
 r

e
v
ie

w
 t

h
e

 r
e

c
o

n
c
ili

a
ti
o

n
 b

e
tw

e
e

n
 t
h

e
 p

a
y
ro

ll 
s
y
s
te

m
 

a
n

d
 t
h

e
 g

e
n

e
ra

l 
le

d
g

e
r

�
W

e
 w

ill
 c

o
m

p
le

te
 m

o
n

th
ly

 t
re

n
d

 a
n

a
ly

s
is

 o
f 
p

a
y
m

e
n

ts
 

re
c
o

g
n

is
e

d

�
W

e
 w

ill
 a

g
re

e
 y

e
a

r 
e

n
d

-p
a

y
ro

ll 
c
re

d
it
o

rs
 t
o

 t
h

e
 p

a
y
ro

ll 
s
y
s
te

m
 

a
n

d
 H

M
R

C
re

tu
rn

s

�
W

e
 w

ill
 c

o
m

p
le

te
 s

a
m

p
le

 t
e

s
ti
n

g
 o

n
  
e

m
p

lo
y
e

e
s
 t
h

a
t 

c
o

m
m

e
n

c
e

d
 w

o
rk

in
g

 f
o

r 
th

e
 C

o
u

n
c
il 

to
 v

e
ri

fy
 t

h
a

t 
tr

a
n

s
a

c
ti
o

n
s
 

fo
r 

a
ll 

a
p

p
ro

p
ri

a
te

 e
n

ti
tl
e

m
e

n
t 
p

e
ri

o
d

s
 h

a
v
e

 b
e

e
n

 r
e

c
o

g
n

is
e

d

W
e
lf
a

re
 

E
x
p

e
n

d
it
u

re

W
e
lf
a

re
 b

e
n

e
fi
t

e
x
p

e
n

d
it
u

re
 i
m

p
ro

p
e

rl
y

c
o

m
p

u
te

d

�
W

e
 h

a
v
e

 p
e

rf
o

rm
e

d
 a

 w
a

lk
th

ro
u

g
h

 t
o

 g
a

in
 a

s
s
u

ra
n

c
e
 t
h

a
t 
th

e
 

in
-y

e
a

r 
c
o

n
tr

o
ls

 w
e

re
 o

p
e

ra
ti
n

g
 in

 a
c
c
o

rd
a

n
c
e

 w
it
h

 o
u

r 

u
n

d
e

rs
ta

n
d

in
g

. 
 N

o
 i
s
s
u

e
s
 w

e
re

 i
d

e
n

ti
fi
e

d
 a

s
 a

 r
e

s
u

lt
 o

f 
th

is
 

w
o

rk

�
W

e
 w

ill
 r

e
v
ie

w
th

e
 r

e
c
o

n
c
ili

a
ti
o

n
 b

e
tw

e
e

n
 t
h

e
 s

u
b

s
id

ia
ry

 s
y
s
te

m
 

a
n

d
  
th

e
 g

e
n

e
ra

ll
e

d
g

e
r 

�
W

e
 w

ill
 c

o
m

p
le

te
 t
h

e
 i
n

it
ia

l 
D

W
P

c
e

rt
if
ic

a
ti
o
n

 t
e

s
ti
n

g
 o

f 

H
o

u
s
in

g
 b

e
n

e
fi
ts

, 
in

c
lu

d
in

g
 a

n
a

ly
ti
c
a

l r
e

v
ie

w
 a

n
d

 v
e

ri
fi
c
a

ti
o

n
 o

f 

b
e

n
e

fi
ts

 a
w

a
rd

e
d

 o
n

 a
 s

a
m

p
le

 b
a

s
is

.

�
W

e
 w

ill
 s

u
b

s
ta

n
ti
v
e

ly
te

s
t 
C

o
u

n
c
il 

T
a

x
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u
p

p
o

rt
 p

a
y
m

e
n

ts
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Ot
her

 ris
ks 

ide
nti

fie
d

Th
e a

ud
ito

r sh
ou

ld e
val

uat
e th

e d
esi

gn 
and

 de
ter

mi
ne 

the
 im

ple
me

nta
tio

n o
f th

e e
nti

ty's
 co

ntr
ols

, in
clu

din
g r

ele
van

t co
ntr

ol a
ctiv

itie
s, o

ver
 th

ose
 ris

ks 
for

 wh
ich

, in
 th

e 
aud

ito
r's 

jud
gm

ent
, it 

is n
ot 

po
ssib

le o
r p

rac
tica

ble
 to

 re
du

ce 
the

 ris
ks 

of 
ma

ter
ial 

mi
sst

ate
me

nt 
at t

he 
ass

ert
ion

 lev
el t

o a
n a

cce
pta

bly
 lo

w l
eve

l w
ith

 au
dit

 ev
ide

nce
 ob

tain
ed 

on
ly f

rom
 su

bst
ant

ive
 pr

oce
du

res
 (IS

A 3
15)

. 
In 

thi
s se

ctio
n w

e o
utl

ine
 th

e o
the

r ri
sks

 of
 m

ate
rial

 m
isst

ate
me

nt 
wh

ich
 we

 ha
ve 

ide
nti

fied
 as

 a r
esu

lt o
f o

ur 
pla

nn
ing

.

O
th

e
r 

re
a

s
o

n
a

b
ly

 
p

o
s

s
ib

le
 

ri
s

k
s

D
e

s
c

ri
p

ti
o

n
W

o
rk

 c
o

m
p

le
te

d
 t

o
 d

a
te

F
u

rt
h

e
r 

w
o

rk
 p

la
n

n
e

d

H
o

u
s
in

g
 R

e
n

t

R
e

v
e

n
u

e
 

A
c
c
o

u
n

t

R
e

v
e

n
u

e
 t
ra

n
s
a

c
ti
o

n
s

n
o

t 

re
c
o

rd
e

d

�
W

e
 h

a
v
e

 p
e

rf
o

rm
e

d
 a

 w
a

lk
th

ro
u

g
h

 t
o

 g
a

in
 a

s
s
u

ra
n

c
e
 t
h

a
t 
th

e
 

in
-y

e
a

r 
c
o

n
tr

o
ls

 w
e

re
 o

p
e

ra
ti
n

g
 in

 a
c
c
o

rd
a

n
c
e

 w
it
h

 o
u

r 

u
n

d
e

rs
ta

n
d

in
g

. 
 N

o
 i
s
s
u

e
s
 w

e
re

 i
d

e
n

ti
fi
e

d
 a

s
 a

 r
e

s
u

lt
 o

f 
th

is
 

w
o

rk

�
W

e
 w

ill
 p

e
rf

o
rm

 d
e

ta
ile

d
 a

n
a

ly
ti
c
a

l r
e

v
ie

w
 p

ro
c
e

d
u

re
s
 in

 o
rd

e
r 

to
 g

a
in

 a
s
s
u

ra
n

c
e

 o
v
e

r 
th

e
 c

o
m

p
le

te
n

e
s
s
 o

f 
re

n
ta

l 
in

c
o

m
e

�
W

e
 w

ill
 p

e
rf

o
rm

 a
tt

ri
b

u
te

 t
e

s
ti
n

g
, 
s
e

le
c
ti
n

g
 a

 s
a

m
p

le
 f
ro

m
 t
h

e
 

p
ro

p
e

rt
ie

s
 li

s
ti
n

g
 t
o

 v
e

ri
fy

 t
h

e
 c

o
m

p
le

te
n

e
s
s
 o

f 
re

n
ta

l 
in

c
o

m
e

Page 220



©
  2

01
4 

G
ra

nt
 T

ho
rn

to
n 

U
K

 L
LP

  
 |

Gr
ou

p a
ud

it s
cop

e a
nd

 ris
k a

sse
ssm

ent
ISA

 60
0 r

equ
ires

 th
at a

s G
rou

p a
ud

ito
rs w

e o
bta

in 
suf

fici
ent

 ap
pro

pri
ate

 au
dit

 ev
ide

nce
 re

gar
din

g th
e f

ina
nci

al i
nfo

rm
atio

n o
f th

e c
om

po
nen

ts a
nd

 th
e c

on
sol

ida
tio

n 
pro

ces
s to

 ex
pre

ss a
n o

pin
ion

 on
 wh

eth
er 

the
 gr

ou
p f

ina
nci

al s
tat

em
ent

s a
re 

pre
par

ed,
 in

 all
 m

ate
rial

 re
spe

cts
, in

 ac
cor

dan
ce

wit
h t

he 
app

lica
ble

 fin
anc

ial 
rep

ort
ing

 
fra

me
wo

rk.

C
o

m
p

o
n

e
n

t
S

ig
n

if
ic

a
n

t?
L

e
v
e

l 
o

f 
re

s
p

o
n

s
e

 r
e

q
u

ir
e

d
 

u
n

d
e

r 
IS

A
 6

0
0

R
is

k
s

 i
d

e
n

ti
fi

e
d

P
la

n
n

e
d

 a
u

d
it

 a
p

p
ro

a
c

h

A
le

x
a

n
d

ra
 P

a
rk

 a
n

d

P
a

la
c
e

 T
ru

s
t

Y
e

s
A

n
a

ly
ti
c
a

l
W

e
 h

a
v
e

 n
o

t 
id

e
n

ti
fi
e

d
 a

n
y
 s

p
e

c
if
ic

 r
is

k
 i
n

 r
e

la
ti
o

n
 t
o

 t
h

e

tr
a

n
s
a

c
ti
o

n
 c

y
c
le

s
.
W

e
 h

a
v
e

 b
e

e
n

 l
ia

is
in

g
 w

it
h

 t
h

e

C
o

u
n

c
il 

to
 e

n
s
u

re
 t
h

a
t 
th

e
 a

u
d

it
 r

e
p

o
rt

 o
f 
th

e
 A

le
x
a

n
d

ra
 P

a
rk

a
n

d
 P

a
la

c
e

 T
ru

s
t 
is

 s
ig

n
e

d
 o

ff
 i
n

 a
 t
im

e
ly

 m
a

n
n

e
r 

to
 p

re
v
e

n
t

a
n

y
 d

e
la

y
 t
o

 t
h

e
 g

ro
u

p
 a

u
d

it
.

W
e
 h

a
v
e

 c
o

n
ta

c
te

d
 t
h

e
 a

u
d

it
o

rs
 o

f

th
e

 A
le

x
a

n
d

ra
 P

a
rk

 a
n

d
 P

a
la

c
e

T
ru

s
t 

to
 o

b
ta

in
th

e
ir

 v
ie

w
 o

n

c
u

rr
e

n
t 
ri

s
k
s
. 
W

e
 w

ill
 c

o
n

s
id

e
r

th
e

s
e

 a
s
 p

a
rt

 o
f 
o

u
r 

a
u

d
it
 p

la
n

n
in

g
.

W
e
 w

ill
 r

e
v
ie

w
th

e
 f
in

a
n

c
ia

l 

s
ta

te
m

e
n

ts
 a

n
d

th
e

 f
in

d
in

g
s
 f
ro

m
 

th
e

 a
u

d
it
 o

f
th

e
 A

le
x
a

n
d

ra
 P

a
rk

 

a
n

d
 P

a
la

c
e

T
ru

s
t.

.
W

e
 w

ill
 c

h
e

c
k
 

th
a

t 
th

e
s
e

 f
in

a
n

c
ia

l s
ta

te
m

e
n

ts
 

h
a

v
e

 b
e

e
n

 c
o

rr
e

c
tl
y
 c

o
n

s
o

lid
a

te
d

 .

H
o

m
e

s
 f
o

r 
H

a
ri

n
g

e
y

Y
e

s
T

a
rg

e
te

d
W

e
 h

a
v
e

 n
o

t 
id

e
n

ti
fi
e

d
 a

n
y
 s

p
e

c
if
ic

 r
is

k
 i
n

 r
e

la
ti
o

n
 t
o

 t
h

e

tr
a

n
s
a

c
ti
o

n
 c

y
c
le

s
.
W

e
 h

a
v
e

 b
e

e
n

 l
ia

is
in

g
 w

it
h

 t
h

e

C
o

u
n

c
il 

to
 e

n
s
u

re
 t
h

a
t 
th

e
 a

u
d

it
 r

e
p

o
rt

 o
f 
th

e
 H

o
m

e
s
 f
o

r

H
a

ri
n

g
e

y
 i
s
 s

ig
n

e
d

 o
ff

 i
n

 a
 t
im

e
ly

 m
a

n
n

e
r 

to
 p

re
v
e

n
t 
a

n
y

d
e

la
y
 t
o

 t
h

e
 g

ro
u

p
 a

u
d

it
.

W
e
 h

a
v
e

 c
o

n
ta

c
te

d
 t
h

e
 a

u
d

it
o

rs
 o

f

th
e

 H
o

m
e

s
 f
o

r 
H

a
ri

n
g

e
y
 t
o

 o
b

ta
in

th
e

ir
 v

ie
w

 o
n

 c
u

rr
e

n
t 
ri

s
k
s
. 
W

e
 w

ill

c
o

n
s
id

e
r 

th
e

s
e

 a
s
 p

a
rt

 o
f 

o
u

r 
a

u
d

it

p
la

n
n

in
g

.

W
e
 w

ill
 c

a
rr

y
 o

u
t 
a

 r
e

v
ie

w

o
f 
th

e
 f
in

a
n

c
ia

l s
ta

te
m

e
n

ts
 a

n
d

th
e

 f
in

d
in

g
s
 f
ro

m
 t
h

e
 a

u
d

it
 o

f

th
e

 H
o

m
e

s
 f
o

r 
H

a
ri

n
g

e
y
.

W
e
 w

ill
 c

h
e

c
k
 t
h

a
t 
th

e
s
e

 f
in

a
n

c
ia

l 

s
ta

te
m

e
n

ts
 h

a
v
e

 b
e

e
n

 c
o

rr
e

c
tl
y
 

c
o

n
s
o

lid
a

te
d

 .
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Va
lue

 fo
r m

on
ey

Va
lu

e 
fo

r m
on

ey
Th

e C
od

e r
equ

ires
 us

 to
 iss

ue 
a c

on
clu

sio
n o

n w
het

her
 th

e C
ou

nci
l h

as 
pu

t in
 

pla
ce 

pro
per

 arr
ang

em
ent

s fo
r se

cur
ing

 ec
on

om
y, e

ffic
ien

cy 
and

 ef
fec

tiv
ene

ss i
n 

its 
use

 of
 re

sou
rce

s. T
his

 is 
kno

wn
 as

 th
e V

alu
e f

or 
Mo

ney
 (V

fM
) co

ncl
usi

on
. 

Ou
r V

fM
 co

ncl
usi

on
 is 

bas
ed 

on
 th

e f
ollo

win
g c

rite
ria 

spe
cifi

ed 
by 

the
 Au

dit
 

Co
mm

issi
on

:

We
 ha

ve 
un

der
tak

en 
a r

isk
 as

ses
sm

ent
 ag

ain
st a

 nu
mb

er 
of 

key
 ris

k in
dic

ato
rs t

o 
ide

nti
fy 

are
as 

of 
risk

 to
 th

e V
fM

con
clu

sio
n. W

e w
ill u

nd
ert

ake
 wo

rk 
in 

the
 

fol
low

ing
 are

as 
to 

add
res

s t
he 

risk
s id

ent
ifie

d: 
•

Up
dat

e o
ur 

un
der

sta
nd

ing
 of

 th
e C

ou
nci

l's 
arr

ang
em

ent
s is

 re
spe

ct o
f  

fin
anc

ial 
per

for
ma

nce
, fi

nan
cia

l go
ver

nan
ce,

 str
ate

gic
 fin

anc
ial 

pla
nn

ing
 an

d 
fin

anc
ial 

con
tro

l an
d r

epo
rt a

ny 
we

akn
ess

es 
ide

nti
fied

 to
 th

e C
ou

nci
l

•
Fo

llow
 up

 re
com

me
nd

atio
ns 

fro
m 

the
 20

12/
13 

fin
anc

ial 
res

ilie
nce

 re
po

rt
•

Co
nsi

der
 an

y r
epo

rts
 iss

ued
 by

 re
gul

ato
rs t

o e
nsu

re 
tha

t p
ote

nti
al i

mp
act

s a
re 

bei
ng 

sui
tab

ly m
ana

ged
 by

 th
e C

ou
nci

l.
Th

e r
esu

lts 
of 

ou
r V

fM
 au

dit
 wo

rk 
and

 th
e k

ey 
me

ssa
ges

 ari
sin

g w
ill b

e r
epo

rte
d 

in 
ou

r A
ud

it F
ind

ing
s re

po
rt a

nd
 in

 th
e A

nn
ual

 Au
dit

 Le
tte

r. 

Vf
M

 c
rit

er
ia

Fo
cu

s o
f t

he
 c

rit
er

ia

Th
e o

rga
nis

atio
n h

as 
pro

per
 

arr
ang

em
ent

s in
 pl

ace
 fo

r se
cur

ing
 

fin
anc

ial 
res

ilie
nce

Th
e o

rga
nis

atio
n h

as 
rob

ust
 sy

ste
ms

 an
d 

pro
ces

ses
 to

 m
ana

ge 
fin

anc
ial 

risk
s a

nd
 

op
po

rtu
nit

ies
 eff

ect
ive

ly, 
and

 to
 se

cur
e a

 
sta

ble
 fin

anc
ial 

po
siti

on
 th

at e
nab

les
 it 

to 
con

tin
ue 

to 
op

era
te f

or 
the

 fo
res

eea
ble

 
fut

ure

Th
e o

rga
nis

atio
n h

as 
pro

per
 

arr
ang

em
ent

s fo
r ch

alle
ngi

ng 
ho

w 
it s

ecu
res

 ec
on

om
y, e

ffic
ien

cy 
and

 
eff

ect
ive

nes
s

Th
e o

rga
nis

atio
n is

 pr
ior

itis
ing

 its
 

res
ou

rce
s w

ith
in 

tigh
ter

 bu
dge

ts, 
for

 
exa

mp
le b

y a
chi

evi
ng 

cos
t re

du
ctio

ns 
and

 
by 

im
pro

vin
g e

ffic
ien

cy 
and

 pr
od

uct
ivit

y
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 c
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 c
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p
in

g
 p

o
in

t?
', 

'T
h
e
 m

ig
ra

ti
o
n
 o

f 
p
u
b
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 d
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 f
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 r
e
s
ili

e
n
t 

a
re

 lo
c
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 c
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c
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c
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u
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 p
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c
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p
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u
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 c
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u
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u
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h
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u
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d
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e
 t

h
e
 a

u
th

o
ri
ty

 o
n
 t

h
e
 m

a
in

te
n
a
n
c
e
 o

f 
a
n
 i
n
d
e
p
e
n
d
e
n
t 

re
la

ti
o
n
s
h
ip

 w
it
h
 t

h
e
 lo

c
a
l 
a
u
d
it
o
r 

a
p
p
o
in

te
d
 t
o
 a

u
d
it
 i
ts

 a
c
c
o
u
n
ts

;
•

e
x
is

ti
n
g

 r
ig

h
ts

 a
ro

u
n
d
 i
n
s
p
e
c
ti
o
n
 o

f 
d
o
c
u
m

e
n
ts

, 
th

e
 r

ig
h
t 
to

 m
a
k
e
 a

n
 o

b
je

c
ti
o
n
 a

t 
a
u
d
it
 a

n
d
 f

o
r 

d
e
c
la

ri
n
g

 a
n
 i
te

m
 o

f 
a
c
c
o
u
n
t 
u
n
la

w
fu

l 
a
re

 
in

 l
in

e
 w

it
h
 c

u
rr

e
n
t 
a
rr

a
n
g

e
m

e
n
ts

;
•

tr
a
n
s
p
a
re

n
c
y
 m

e
a
s
u
re

s
 g

iv
e
 c

it
iz

e
n
s
 t

h
e
 r

ig
h
t 
to

 f
ilm

 a
n
d
 t
w

e
e
t 
fr

o
m

 a
n
y
 l
o
c
a
l 
g

o
v
e
rn

m
e
n
t 
b
o
d
y
 m

e
e
ti
n
g

.
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Joi
nt 

He
alth

 an
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oci
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are
 Pl
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 to

 be
 in
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 by
 4th
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L
o

c
a
l
g

o
v
e
rn

m
e
n

t
g

u
id

a
n

c
e

B
e
tt

e
r 

C
a
re

 F
u

n
d

 

In
 t
h
e
 J

u
n
e
 2

0
1
3
 S

p
e
n
d
in

g
 R

o
u
n
d
 t

h
e
 G

o
v
e
rn

m
e
n
t 
a
n
n
o
u
n
c
e
d
 t
h
e
 p

ro
s
p
e
c
ti
v
e
 i
m

p
le

m
e
n
ta

ti
o
n
 o

f 
 t

h
e
 B

e
tt

e
r 

C
a
re

 F
u
n
d
 (

fo
rm

e
rl
y
 t
h
e
 

in
te

g
ra

ti
o
n
 t
ra

n
s
fo

rm
a
ti
o
n
 f
u
n
d
).

 T
h
e
 k

e
y
 a

im
 i
s
 t
o
 e

n
s
u
re

 a
 t
ra

n
s
fo

rm
a
ti
o
n
 in

 i
n
te

g
ra

te
d
 h

e
a
lt
h
 a

n
d
 s

o
c
ia

l 
c
a
re

 t
h
ro

u
g

h
 lo

c
a
l 
s
in

g
le

 p
o
o
le

d
 

b
u
d
g

e
t 
a
rr

a
n
g

e
m

e
n
ts

. 
 P

o
o
le

d
 b

u
d
g

e
t 
a
rr

a
n
g

e
m

e
n
ts

 a
re

 f
o
rm

a
lly

 u
n
d
e
rp

in
n
e
d
 b

y
 S

e
c
ti
o
n
 7

5
 o

f 
th

e
 N

H
S

 A
c
t 
2
0
0
6
.

K
e
y
 i
s
s
u
e
s

•
£
3
.8

 b
ill

io
n
 f

o
r 

fu
n
d
in

g
 w

ill
 b

e
 a

v
a
ila

b
le

 f
ro

m
 2

0
1
5
/1

6
, 
la

rg
e
ly

 t
h
ro

u
g

h
 a

 t
o
p
 s

lic
e
 o

f 
e
x
is

ti
n
g

 C
lin

ic
a
l 
C

o
m

m
is

s
io

n
in

g
 G

ro
u
p

(C
C

G
) 

b
u
d
g

e
ts

;
•

L
o
c
a
l 
A

u
th

o
ri
ti
e
s
 w

it
h
 A

d
u
lt
 S

o
c
ia

l 
S

e
rv

ic
e
s
, 
C

C
G

s
 a

n
d
 N

H
S

 T
ru

s
ts

 w
ill

 n
e
e
d
 t

o
 c

o
lla

b
o
ra

te
 t
h
ro

u
g

h
 a

 s
in

g
le

 p
o
o
le

d
 b

u
d
g

e
t 

a
rr

a
n
g

e
m

e
n
t 
to

 s
u
p
p
o
rt

 t
h
e
 d

e
liv

e
ry

 o
f 
h
e
a
lt
h
 a

n
d
 s

o
c
ia

l 
c
a
re

 s
e
rv

ic
e
s
 i
n
 t

h
e
ir
 d

e
s
ig

n
a
te

d
 lo

c
a
l 
a
re

a
s
;

•
fi
n
a
lis

e
d
 j
o
in

t 
h
e
a
lt
h
 a

n
d
 s

o
c
ia

l 
c
a
re

 p
la

n
s
 m

u
s
t 
b
e
 i
n
 p

la
c
e
 s

e
tt

in
g

 o
u
t 
h
o
w

 p
o
o
le

d
 b

u
d
g

e
ts

  
w

ill
 b

e
 s

p
e
n
t 
–

d
ra

ft
 p

la
n
s
 m

u
s
t 
b
e
 f

o
rm

a
lly

 
s
ig

n
e
d
 o

ff
  
b
y
 e

a
c
h
 s

ta
tu

to
ry

 H
e
a
lt
h
 a

n
d
 W

e
ll 

B
e
in

g
 B

o
a
rd

 a
n
d
 s

u
b
m

it
te

d
 t
o
 N

H
S

 E
n
g

la
n
d
 a

re
a
 t
e
a
m

s
 b

y
 1

4
 F

e
b
ru

a
ry

, 
w

it
h
 a

 4
 A

p
ri
l

2
0
1
4
 d

e
a
d
lin

e
 f

o
r 

s
u
b
m

is
s
io

n
 o

f 
fi
n
a
lis

e
d
 p

la
n
s
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79
% 

of
 Co

un
cils

 an
tici

pat
e T

ipp
ing

 Po
int

 so
on

G
ra

n
t 

T
h

o
rn

to
n

2
0
1
6
 t

ip
p

in
g

p
o

in
t?

 C
h

a
ll

e
n

g
in

g
 t

h
e
 c

u
rr

e
n

t

T
h
is

 r
e
p
o
rt

 h
tt

p
:/

/w
w

w
.g

ra
n

t-
th

o
rn

to
n

.c
o

.u
k
/G

lo
b

a
l/
P

u
b

li
c
a
ti

o
n

_
p

d
f/

L
G

-F
in

a
n

c
ia

l-
R

e
s
il
ie

n
c
e
-2

0
1
6
-t

ip
p

in
g

-p
o

in
t.

p
d

f
is

 t
h
e
 t
h
ir
d
 in

 
a
n
 a

n
n
u
a
l 
s
e
ri
e
s
 w

h
ic

h
 a

s
s
e
s
s
e
s
 w

h
e
th

e
r 

E
n
g

lis
h
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 h

a
v
e
 t

h
e
 a

rr
a
n
g

e
m

e
n
ts

in
 p

la
c
e
 t

o
 e

n
s
u
re

 t
h
e
ir
 s

u
s
ta

in
a
b
le

 f
in

a
n
c
ia

l 
fu

tu
re

.

L
o
c
a
l 
a
u
th

o
ri
ti
e
s
 h

a
v
e
 s

o
 f

a
r 

m
e
t 
th

e
 c

h
a
lle

n
g

e
s
 o

f 
p
u
b
lic

 s
e
c
to

r 
b
u
d
g

e
t 
re

d
u
c
ti
o
n
s
. 
H

o
w

e
v
e
r,

 s
o
m

e
 a

u
th

o
ri
ti
e
s
 a

re
 p

re
d
ic

ti
n
g

re
a
c
h
in

g
 

ti
p
p
in

g
 p

o
in

t,
 w

h
e
n
 t

h
e
 p

re
s
s
u
re

 b
e
c
o
m

e
s
 a

c
u
te

 a
n
d
 f

in
a
n
c
ia

l 
fa

ilu
re

 is
 a

 r
e
a
l 
ri
s
k
. 
B

a
s
e
d
 o

n
 o

u
r 

re
v
ie

w
 o

f 
fo

rt
y
 p

e
r 

c
e
n
t 
o
f
th

e
 s

e
c
to

r,
 t
h
is

 
re

p
o
rt

 s
h
o
w

s
 t

h
a
t 
s
e
v
e
n
ty

 n
in

e
 p

e
r 

c
e
n
t 
o
f 
lo

c
a
l 
a
u
th

o
ri
ti
e
s
 a

n
ti
c
ip

a
te

 s
o
m

e
 f
o
rm

 o
f 
ti
p
p
in

g
 p

o
in

t 
in

 2
0
1
5
/1

6
 o

r 
2
0
1
6
/1

7
. 

O
u
r 

re
p
o
rt

 r
a
te

s
 lo

c
a
l 
a
u
th

o
ri
ti
e
s
 in

 f
o
u
r 

a
re

a
s
 -

k
e
y
 i
n
d
ic

a
to

rs
 o

f 
fi
n
a
n
c
ia

l 
p
e
rf

o
rm

a
n
c
e
, 
s
tr

a
te

g
ic

 f
in

a
n
c
ia

l 
p
la

n
n
in

g
, 
fi
n
a
n
c
ia

l 
g

o
v
e
rn

a
n
c
e
 

a
n
d
 f

in
a
n
c
ia

l 
c
o
n
tr

o
l.
 I
t 
a
ls

o
 i
d
e
n
ti
fi
e
s
 a

 s
e
ri
e
s
 o

f 
p
o
te

n
ti
a
l 
‘t
ip

p
in

g
 p

o
in

t 
s
c
e
n
a
ri
o
s
’ 
s
u
c
h
 a

s
 lo

c
a
l 
a
u
th

o
ri
ti
e
s
 n

o
 l
o
n
g

e
r

b
e
in

g
 a

b
le

 t
o
 m

e
e
t 

s
ta

tu
to

ry
 r

e
s
p
o
n
s
ib

ili
ti
e
s
 t

o
 d

e
liv

e
r 

a
 r

a
n
g

e
 o

f 
s
e
rv

ic
e
s
.

O
u
r 

re
p
o
rt

 a
ls

o
 s

u
g

g
e
s
t 
s
o
m

e
 o

f 
th

e
 k

e
y
 p

ri
o
ri
ti
e
s
 f

o
r 

lo
c
a
l 
a
u
th

o
ri
ti
e
s
 in

 r
e
s
p
o
n
d
in

g
 t
o
 t
h
e
 c

h
a
lle

n
g

e
 o

f 
re

m
a
in

in
g

 f
in

a
n
c
ia

lly
s
u
s
ta

in
a
b
le

. 
T

h
is

 i
n
c
lu

d
e
s
 a

 r
e
le

n
tl
e
s
s
 f

o
c
u
s
 o

n
 g

e
n
e
ra

ti
n
g

 a
d
d
it
io

n
a
l 
s
o
u
rc

e
s
 o

f 
re

v
e
n
u
e
 i
n
c
o
m

e
, 
a
n
d
 i
m

p
ro

v
in

g
 e

ff
ic

ie
n
c
y
 t
h
ro

u
g

h
 s

h
a
re

d
 s

e
rv

ic
e
s
, 

s
tr

a
te

g
ic

 p
a
rt

n
e
rs

h
ip

s
 a

n
d
 w

id
e
r 

re
-o

rg
a
n
is

a
ti
o
n
.
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1010

Alt
ern

ativ
e D

eliv
ery

 M
od

els
 –

are
 yo

u m
aki

ng
 th

e m
ost

 of
 th

em
?

G
ra

n
t 

T
h

o
rn

to
n

A
lt

e
rn

a
ti

v
e
 d

e
li

v
e
ry

m
o

d
e
ls

 i
n

 l
o

c
a
l 
g

o
v
e
rn

m
e
n

t

T
h
is

re
p
o
rt

: 
h
tt

p
:/

/w
w

w
.g

ra
n
t-

th
o
rn

to
n
.c

o
.u

k
/e

n
/P

u
b
lic

a
ti
o
n
s
/2

0
1
4
/R

e
s
p
o
n
d
in

g
-t

o
-t

h
e
-c

h
a
lle

n
g

e
-a

lt
e
rn

a
ti
v
e
-d

e
liv

e
ry

-m
o
d
e
ls

-i
n
-l
o
c
a
l-

g
o
v
e
rn

m
e
n
t/

d
is

c
u
s
s
e
s
 t
h
e
 m

a
in

 a
lt
e
rn

a
ti
v
e
 d

e
liv

e
ry

 m
o
d
e
ls

 a
v
a
ila

b
le

 t
o
 l
o
c
a
l 
g

o
v
e
rn

m
e
n
t.
 T

h
e
s
e
 a

re
 b

a
s
e
d
 o

n
 o

u
r 

re
c
e
n
t 
c
lie

n
t 

s
u
rv

e
y
 

a
n
d
 w

o
rk

 w
it
h
 l
o
c
a
l 
g

o
v
e
rn

m
e
n
t 
c
lie

n
ts

. 
It

 a
im

s
 t
o
 a

s
s
is

t 
o
th

e
rs

 a
s
 t
h
e
y
 d

e
v
e
lo

p
 t

h
e
ir
 o

p
ti
o
n
s
 a

n
d
 i
m

p
le

m
e
n
t 
in

n
o
v
a
ti
o
n

s
tr

a
te

g
ie

s
.

L
o
c
a
l 
g

o
v
e
rn

m
e
n
t 
h
a
s
 i
n
c
re

a
s
e
d
 t
h
e
 v

a
ri
e
ty

 a
n
d
 n

u
m

b
e
r 

o
f 
a
lt
e
rn

a
ti
v
e

d
e
liv

e
ry

 m
o
d
e
ls

 i
t 
u
s
e
s
 in

 r
e
c
e
n
t 
y
e
a
rs

 i
n
c
lu

d
in

g
 c

o
n
tr

a
c
ts

 a
n
d
 

p
a
rt

n
e
rs

h
ip

s
 w

it
h
 o

th
e
r 

p
u
b
lic

 b
o
d
ie

s
 a

n
d
 p

ri
v
a
te

 s
e
c
to

r 
o
rg

a
n
is

a
ti
o
n
s
, 
a
s
 w

e
ll 

a
s
 d

e
v
e
lo

p
in

g
 n

e
w

 p
u
b
lic

 s
e
c
to

r 
a
n
d
 n

o
n
-p

u
b
lic

 s
e
c
to

r 
e
n
ti
ti
e
s
. 
W

it
h
 f
in

a
n
c
ia

l 
a
u
s
te

ri
ty

 s
e
t 
to

 c
o
n
ti
n
u
e
, 
it
 i
s
 i
m

p
o
rt

a
n
t 
th

a
t 
lo

c
a
l 
a
u
th

o
ri
ti
e
s
 c

o
n
ti
n
u
e
 i
n
n
o
v
a
ti
n
g

, 
if
 t
h
e
y
 a

re
 t
o
 r

e
m

a
in

 f
in

a
n
c
ia

lly
 

re
s
ili

e
n
t 

a
n
d
 c

o
m

m
is

s
io

n
 b

e
tt

e
r 

q
u
a
lit

y
 s

e
rv

ic
e
s
 a

t 
re

d
u
c
e
d
 c

o
s
t.

T
h
is

 r
e
p
o
rt

 is
 b

a
s
e
d
 o

n
 a

 b
ri
e
f 
c
lie

n
t 

s
u
rv

e
y
 a

n
d
 w

o
rk

 w
it
h
 l
o
c
a
l 
a
u
th

o
ri
ty

 c
lie

n
ts

 a
n
d
:

•
O

u
tl
in

e
s
 t
h
e
 m

a
in

 a
lt
e
rn

a
ti
v
e
 d

e
liv

e
ry

 m
o
d
e
ls

 a
v
a
ila

b
le

 t
o
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s

•
A

im
s
 t
o
 a

s
s
is

t 
o
th

e
r 

a
u
th

o
ri
ti
e
s
 a

s
 t
h
e
y
 d

e
v
e
lo

p
 t

h
e
ir
 o

p
ti
o
n
s
 a

n
d
 i
m

p
le

m
e
n
t 
in

n
o
v
a
ti
o
n
 s

tr
a
te

g
ie

s
 

•
C

o
n
s
id

e
rs

 a
s
p
e
c
ts

 o
f 
ri
s
k
.
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We
lfa

re 
ref

orm
s –

wh
at 
you

 th
ink

 of
 it 

so 
far

?
G

ra
n

t 
T

h
o

rn
to

n

R
e
a
p

in
g

 t
h

e
 b

e
n

e
fi

ts
: 

fi
rs

t 
im

p
re

s
s
io

n
s
 o

f 
th

e
 i
m

p
a
c
t 

o
f 

w
e
lf

a
re

 r
e
fo

rm
. 

T
h
e
 p

o
te

n
ti
a
l 
s
c
o
p
e
 o

f 
th

is
 t
o
p
ic

 i
s
 b

ro
a
d
, 
s
o
 o

u
r 

re
p
o
rt

, 
h
tt

p
:/
/w

w
w

.g
ra

n
t-

th
o
rn

to
n
.c

o
.u

k
/e

n
/S

e
rv

ic
e
s
/P

u
b
lic

-S
e
c
to

r/
fo

c
u
s
e
s
 o

n
 t
h
e
 

fi
n
a
n
c
ia

l 
a
n
d
 m

a
n
a
g

e
ri
a
l a

s
p
e
c
ts

 o
f 
w

e
lf
a
re

 r
e
fo

rm
. 
T

h
is

 i
n
v
o
lv

e
s
:

•
U

n
d
e
rs

ta
n
d
in

g
 t
h
e
 c

h
a
lle

n
g

e
s
 c

u
rr

e
n
tl
y
 f
a
c
in

g
 lo

c
a
l 
g

o
v
e
rn

m
e
n
t 
a
n
d
 h

o
u
s
in

g
 a

s
s
o
c
ia

ti
o
n
s
 i
n
 r

e
g

a
rd

 t
o
 w

e
lf
a
re

 r
e
fo

rm
 a

n
d
 w

h
a
t 

o
rg

a
n
is

a
ti
o
n
s
 h

a
v
e
 b

e
e
n
 d

o
in

g
 t
o
 m

e
e
t 
th

is
 c

h
a
lle

n
g

e
 i
n
 t
e
rm

s
 o

f 
s
tr

a
te

g
y
, 
p
ro

je
c
ts

 a
n
d
 n

e
w

 p
ro

c
e
s
s
e
s
.

•
R

e
p
o
rt

in
g

 o
n
 t
h
e
 e

a
rl
y
 i
n
d
ic

a
ti
o
n
s
 o

f 
e
ff

e
c
ti
v
e
n
e
s
s
 f
o
llo

w
in

g
 t

h
e
 im

p
le

m
e
n
ta

ti
o
n
 o

f 
th

e
s
e
 m

e
a
s
u
re

s
 a

n
d
 t
h
e
 im

p
a
c
t 
o
f 
re

fo
rm

.
•

P
ro

v
id

in
g

 e
a
rl
y
 i
n
s
ig

h
t 
in

to
 c

h
a
lle

n
g

e
s
 f

a
c
in

g
 t
h
e
s
e
 o

rg
a
n
is

a
ti
o
n
s
 in

 t
h
e
 n

e
a
r 

fu
tu

re
.

W
e
 h

a
v
e
 p

u
lle

d
 t

o
g

e
th

e
r 

in
fo

rm
a
ti
o
n
 f
ro

m
 a

 v
a
ri
e
ty

 o
f 
s
o
u
rc

e
s
, 
in

c
lu

d
in

g
 o

u
r 

re
g

u
la

r 
c
o
n
v
e
rs

a
ti
o
n
s
 a

c
ro

s
s
 t
h
e
 lo

c
a
l 
g

o
v
e
rn

m
e
n
t 
a
n
d
 

h
o
u
s
in

g
 s

e
c
to

rs
 a

n
d
 s

u
rv

e
y
in

g
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 a

n
d
 h

o
u
s
in

g
 a

s
s
o
c
ia

ti
o
n
s
 i
n
 E

n
g

la
n
d
.

W
e
 f
o
u
n
d
 t
h
a
t:

•
In

 g
e
n
e
ra

l,
 o

rg
a
n
is

a
ti
o
n
s
 h

a
v
e
 b

e
e
n
 v

e
ry

 a
c
ti
v
e
 i
n
 e

n
g

a
g

in
g

 w
it
h
 s

ta
k
e
h
o
ld

e
rs

 a
n
d
 p

u
tt

in
g

 in
 p

la
c
e
 a

p
p
ro

p
ri
a
te

 g
o
v
e
rn

a
n
c
e
 

a
rr

a
n
g

e
m

e
n
ts

 a
n
d
 s

y
s
te

m
s
 t
o
 im

p
le

m
e
n
t 
s
p
e
c
if
ic

 r
e
fo

rm
s
. 
A

 m
in

o
ri
ty

 o
f 
o
rg

a
n
is

a
ti
o
n
s
 d

id
 n

o
t 
fu

lly
 e

x
p
lo

it
 a

ll 
th

e
 o

p
ti
o
n
s
 o

p
e
n
 t
o
 t
h
e
m

 in
 

p
re

p
a
ri
n
g

 f
o
r 

re
fo

rm
.

•
S

o
 f

a
r,

 t
h
e
 in

d
ic

a
ti
o
n
 i
s
 t

h
a
t 
th

e
 im

p
a
c
t 
o
f 
re

fo
rm

 e
x
p
e
ri
e
n
c
e
d
 b

y
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 a

n
d
 p

a
rt

n
e
rs

 h
a
s
 b

e
e
n
 m

a
n
a
g

e
d
 e

ff
e
c
ti
v
e
ly

. 
T

h
is

 m
a
y
 

b
e
 b

e
c
a
u
s
e
 t
h
e
 f
u
ll 

im
p
a
c
t 
h
a
s
 n

o
t 
y
e
t 
b
e
e
n
 f

e
lt
. 
S

o
m

e
 w

o
rr

y
in

g
 s

ig
n
s
 a

re
 e

m
e
rg

in
g

, 
in

c
lu

d
in

g
 r

is
in

g
 r

e
n
ta

l 
a
rr

e
a
rs

, 
h
o
m

e
le

s
s
n
e
s
s
 a

n
d
 

re
lia

n
c
e
 o

n
 f

o
o
d
 b

a
n
k
s
, 
w

h
ic

h
 m

a
y
 b

e
 l
in

k
e
d
 t

o
 t
h
e
 r

e
fo

rm
s
.

•
L
o
o
k
in

g
 a

h
e
a
d
, 
fu

rt
h
e
r 

re
fo

rm
s
, 
s
u
c
h
 a

s
 t
h
e
 im

p
le

m
e
n
ta

ti
o
n
 o

f 
u
n
iv

e
rs

a
l 
c
re

d
it
 a

n
d
 t
h
e
 m

o
v
e
 t
o
 d

ir
e
c
t 
p
a
y
m

e
n
ts

 p
re

s
e
n
t 
s
ig

n
if
ic

a
n
t 

u
n
c
e
rt

a
in

ti
e
s
 a

n
d
 c

h
a
lle

n
g

e
s
 o

v
e
r 

th
e
 n

e
x
t 
fe

w
 y

e
a
rs

.
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Re
val

uin
g y

ou
r a

sse
ts –

cla
rifi

cat
ion

 of
 ac

cou
nti

ng
 gu

ida
nce

A
c
c
o

u
n

ti
n

g
 a

n
d

 a
u

d
it

is
s
u

e
s

P
ro

p
e
rt

y
, 
p

la
n

t 
a
n

d
 e

q
u

ip
m

e
n

t 
v
a
lu

a
ti

o
n

s
 

T
h
e
 2

0
1
3
/1

4
 C

o
d
e
 h

a
s
 c

la
ri
fi
e
d
 t
h
e
 r

e
q

u
ir
e
m

e
n
ts

 f
o
r 

v
a
lu

in
g

 p
ro

p
e
rt

y
, 
p
la

n
t 
a
n
d
 e

q
u
ip

m
e
n
t 
a
n
d
 n

o
w

 s
ta

te
s
 e

x
p
lic

it
ly

 t
h
a
t 
re

v
a
lu

a
ti
o
n
s
 

m
u
s
t 
b
e
 's

u
ff

ic
ie

n
tl
y
 r

e
g

u
la

r 
to

 e
n
s
u
re

 t
h
a
t 
th

e
 c

a
rr

y
in

g
 a

m
o
u
n
t 
d
o
e
s
 n

o
t 
d
if
fe

r 
m

a
te

ri
a
lly

 f
ro

m
 t
h
a
t 
w

h
ic

h
 w

o
u
ld

 b
e
 d

e
te

rm
in

e
d
 u

s
in

g
 t
h
e
 

fa
ir
 v

a
lu

e
 a

t 
th

e
 e

n
d
 o

f 
th

e
 r

e
p
o
rt

in
g

 p
e
ri
o
d
.' 

T
h
is

 m
e
a
n
s
 t
h
a
t 
a
 l
o
c
a
l 
a
u
th

o
ri
ty

 w
ill

 n
e
e
d
 t
o
 s

a
ti
s
fy

 it
s
e
lf
 t
h
a
t 
th

e
 v

a
lu

e
 o

f 
a
s
s
e
ts

 in
 i
ts

 
b
a
la

n
c
e
 s

h
e
e
t 
is

 n
o
t 
m

a
te

ri
a
lly

 d
if
fe

re
n
t 
fr

o
m

 t
h
e
 a

m
o
u
n
t 
th

a
t 
w

o
u
ld

 b
e
 g

iv
e
n
 b

y
 a

 f
u
ll 

v
a
lu

a
ti
o
n
 c

a
rr

ie
d
 o

u
t 
o
n
 3

1
 M

a
rc

h
 2

0
1
4
. 
T

h
is

 i
s
 l
ik

e
ly

 
to

 b
e
 a

 c
o
m

p
le

x
 a

n
a
ly

s
is

 w
h
ic

h
 m

ig
h
t 
in

c
lu

d
e
 c

o
n
s
id

e
ra

ti
o
n
 o

f:
 

•
th

e
 c

o
n
d
it
io

n
 o

f 
th

e
 a

u
th

o
ri
ty

's
 p

ro
p
e
rt

y
 p

o
rt

fo
lio

 a
t 
3
1
 M

a
rc

h
 2

0
1
4
 

•
th

e
 r

e
s
u
lt
s
 o

f 
re

c
e
n
t 
re

v
a
lu

a
ti
o
n
s
 a

n
d
 w

h
a
t 

th
is

 m
ig

h
t 
m

e
a
n
 f

o
r 

th
e
 v

a
lu

a
ti
o
n
 o

f 
p
ro

p
e
rt

y
 t
h
a
t 
h
a
s
 n

o
t 
b
e
e
n
 r

e
c
e
n
tl
y
 v

a
lu

e
d
 

•
g

e
n
e
ra

l i
n
fo

rm
a
ti
o
n
 o

n
 m

a
rk

e
t 
p
ri
c
e
s
 a

n
d
 b

u
ild

in
g

 c
o
s
ts

 
•

th
e
 c

o
n
s
id

e
ra

ti
o
n
 o

f 
m

a
te

ri
a
lit

y
 i
n
 i
ts

 w
id

e
s
t 

s
e
n
s
e
 -

w
h
e
th

e
r 

a
n
 i
s
s
u
e
 w

o
u
ld

 i
n
fl
u
e
n
c
e
 t
h
e
 v

ie
w

 o
f 
a
 r

e
a
d
e
r 

o
f 
th

e
 a

c
c
o
u
n
ts

. 

T
h
e
 C

o
d
e
 a

ls
o
 f

o
llo

w
s
 t

h
e
 w

o
rd

in
g

 i
n
 I

A
S

1
6
 m

o
re

 c
lo

s
e
ly

 i
n
 t
h
e
 r

e
q

u
ir
e
m

e
n
ts

 f
o
r 

v
a
lu

in
g

 c
la

s
s
e
s
 o

f 
a
s
s
e
ts

: 
•

it
e
m

s
 w

it
h
in

 a
 c

la
s
s
 o

f 
p
ro

p
e
rt

y
, 
p
la

n
t 
a
n
d
 e

q
u
ip

m
e
n
t 
a
re

 t
o
 b

e
 r

e
v
a
lu

e
d

s
im

u
lt
a
n
e
o
u
s
ly

 t
o
 a

v
o
id

 s
e
le

c
ti
v
e
 r

e
v
a
lu

a
ti
o
n
 o

f 
a
s
s
e
ts

 a
n
d
 t
h
e
 

re
p
o
rt

in
g

 o
f 
a
m

o
u
n
ts

 in
 t
h
e
 f

in
a
n
c
ia

l 
s
ta

te
m

e
n
ts

 t
h
a
t 
a
re

 a
 m

ix
tu

re
 o

f 
c
o
s
ts

 a
n
d
 v

a
lu

e
s
 a

s
 a

t 
d
if
fe

re
n
t 
d
a
te

s
 

•
a
 c

la
s
s
 o

f 
a
s
s
e
ts

 m
a
y
 b

e
 r

e
v
a
lu

e
d

o
n
 a

 r
o
lli

n
g

 b
a
s
is

 p
ro

v
id

e
d
 r

e
v
a
lu

a
ti
o
n
 o

f 
th

e
 c

la
s
s
 o

f 
a
s
s
e
ts

 is
 c

o
m

p
le

te
d
 w

it
h
in

 a
 s

h
o
rt

 p
e
ri
o
d
 a

n
d
 

p
ro

v
id

e
d
 t

h
e
 r

e
v
a
lu

a
ti
o
n
s
 a

re
 k

e
p
t 
u
p
 t
o
 d

a
te

. 

T
h
e
re

 h
a
s
 b

e
e
n
 m

u
c
h
 d

e
b
a
te

 o
n
 w

h
a
t 

is
 a

 s
h
o
rt

 p
e
ri
o
d
 a

n
d
 w

h
e
th

e
r 

a
s
s
e
ts

 t
h
a
t 
h
a
v
e
 b

e
e
n
 d

e
fi
n
e
d
 a

s
 c

la
s
s
e
s
 f

o
r 

v
a
lu

a
ti
o
n
 p

u
rp

o
s
e
s

s
h
o
u
ld

 a
ls

o
 b

e
 d

is
c
lo

s
e
d
 s

e
p
a
ra

te
ly

 i
n
 t

h
e
 f
in

a
n
c
ia

l 
s
ta

te
m

e
n
ts

. 
T

h
e
s
e
 c

o
n
s
id

e
ra

ti
o
n
s
 a

re
 s

e
c
o
n
d
a
ry

 t
o
 t
h
e
 r

e
q

u
ir
e
m

e
n
t 
th

a
t 
th

e
 c

a
rr

y
in

g
 

v
a
lu

e
 d

o
e
s
 n

o
t 
d
if
fe

r 
m

a
te

ri
a
lly

 f
ro

m
 t
h
e
 f
a
ir
 v

a
lu

e
. 

H
o
w

e
v
e
r,

 w
e
 w

o
u
ld

 e
x
p
e
c
t 
a
u
d
it
o
rs

 t
o
 r

e
p
o
rt

 t
o
 t
h
o
s
e
 c

h
a
rg

e
d
 w

it
h
 g

o
v
e
rn

a
n
c
e
 w

h
e
re

, 
fo

r 
a
 m

a
te

ri
a
l a

s
s
e
t 
c
la

s
s
: 

•
a
ll 

a
s
s
e
ts

 w
it
h
in

 t
h
e
 c

la
s
s
 a

re
 n

o
t 
a
ll 

v
a
lu

e
d
 i
n
 t

h
e
 s

a
m

e
 y

e
a
r 

•
th

e
 c

la
s
s
 o

f 
a
s
s
e
t 
is

 n
o
t 
d
is

c
lo

s
e
d
 s

e
p
a
ra

te
ly

 i
n
 t

h
e
 p

ro
p
e
rt

y
, 
p
la

n
t 
a
n
d
 e

q
u
ip

m
e
n
t 
n
o
te

. 
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Es
tim

atin
g t

he 
im

pac
t o

f b
usi

nes
s r
ate

 ap
pea

ls
A

c
c
o

u
n

ti
n

g
a
n

d
 a

u
d

it
 i
s
s
u

e
s

B
u

s
in

e
s
s
 r

a
te

 a
p

p
e
a
ls

 p
ro

v
is

io
n

s
 

L
o
c
a
l 
a
u
th

o
ri
ti
e
s
 a

re
 li

a
b
le

 f
o
r 

s
u
c
c
e
s
s
fu

l a
p
p
e
a
ls

 a
g

a
in

s
t 
b
u
s
in

e
s
s
 r

a
te

s
. 
T

h
e
y
 s

h
o
u
ld

, 
th

e
re

fo
re

, 
re

c
o
g

n
is

e
 a

 p
ro

v
is

io
n
 f

o
r

th
e
ir
 b

e
s
t 

e
s
ti
m

a
te

 o
f 
th

e
 a

m
o
u
n
t 
th

a
t 
b
u
s
in

e
s
s
e
s
 h

a
v
e
 b

e
e
n
 o

v
e
rc

h
a
rg

e
d
 u

p
 t
o
 3

1
 M

a
rc

h
 2

0
1
4
.

H
o
w

e
v
e
r,

 t
h
e
re

 a
re

 p
ra

c
ti
c
a
l 
d
if
fi
c
u
lt
ie

s
 w

h
ic

h
 m

e
a
n
 t
h
a
t 
m

a
k
in

g
 a

 r
e
lia

b
le

 e
s
ti
m

a
te

 f
o
r 

th
e
 t
o
ta

l a
m

o
u
n
t 
th

a
t 
h
a
s
 b

e
e
n
 o

v
e
rc

h
a
rg

e
d
 is

 
c
h
a
lle

n
g

in
g

: 
•

th
e
 a

p
p
e
a
ls

 p
ro

c
e
s
s
 is

 m
a
n
a
g

e
d
 b

y
 t

h
e
 V

a
lu

a
ti
o
n
 O

ff
ic

e
 A

g
e
n
c
y
 (

V
O

A
) 

a
n
d
 s

o
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 a

re
 r

e
lia

n
t 
o
n
 t
h
e
 in

fo
rm

a
ti
o
n
 p

ro
v
id

e
d
 

to
 t
h
e
m

 b
y
 t

h
e
 V

O
A

•
s
o
m

e
 b

u
s
in

e
s
s
e
s
 m

a
y
 h

a
v
e
 b

e
e
n
 o

v
e
rc

h
a
rg

e
d
 b

u
t 
n
o
t 
y
e
t 
m

a
d
e
 a

n
 a

p
p
e
a
l.
 

W
e
 w

o
u
ld

 e
x
p
e
c
t 
lo

c
a
l 
a
u
th

o
ri
ti
e
s
: 

•
to

 w
o
rk

 w
it
h
 t

h
e
 V

O
A

to
 m

a
k
e
 s

u
re

 t
h
a
t 
th

e
y
 h

a
v
e
 a

c
c
e
s
s
 t
o
 t
h
e
 in

fo
rm

a
ti
o
n
 t
h
e
y
 n

e
e
d
 

•
w

h
e
re

 a
p
p
e
a
ls

 h
a
v
e
 b

e
e
n
 m

a
d
e
, 
to

 d
e
te

rm
in

e
 a

 m
e
th

o
d
o
lo

g
y
 f
o
r 

e
s
ti
m

a
ti
n
g

 a
 p

ro
v
is

io
n
 a

n
d
 t
o
 a

p
p
ly

 t
h
is

 m
e
th

o
d
o
lo

g
y
 c

o
n
s
is

te
n
tl
y

•
w

h
e
re

 a
p
p
e
a
ls

 h
a
v
e
 n

o
t 
b
e
e
n
 m

a
d
e
: 

-
to

 c
o
n
s
id

e
r 

th
e
 e

x
te

n
t 
to

 w
h
ic

h
 a

 r
e
lia

b
le

 e
s
ti
m

a
te

 c
a
n
 b

e
 m

a
d
e
 (

fo
r 

e
x
a
m

p
le

, 
in

 r
e
la

ti
o
n
 t
o
 m

a
jo

r 
b
u
s
in

e
s
s
e
s
) 

-
to

 r
e
c
o
g

n
is

e
 a

 p
ro

v
is

io
n
 w

h
e
re

 a
 r

e
lia

b
le

 e
s
ti
m

a
te

 c
a
n
 b

e
 m

a
d
e
 

-
to

 d
is

c
lo

s
e
 a

 c
o
n
ti
n
g

e
n
t 
lia

b
ili

ty
 w

h
e
re

 a
 r

e
lia

b
le

 e
s
ti
m

a
te

 c
a
n
n
o
t 
b
e
 m

a
d
e
 

-
to

 p
ro

v
id

e
 a

 r
a
ti
o
n
a
le

 t
o
 s

u
p
p
o
rt

 t
h
e
ir
 j
u
d
g

e
m

e
n
t 
th

a
t 
a
 r

e
lia

b
le

 e
s
ti
m

a
te

 c
a
n
n
o
t 
b
e
 m

a
d
e
 

•
to

 r
e
v
is

it
 t

h
e
 e

s
ti
m

a
te

 w
it
h
 t

h
e
 la

te
s
t 
in

fo
rm

a
ti
o
n
 a

v
a
ila

b
le

 i
m

m
e
d
ia

te
ly

 b
e
fo

re
 t
h
e
 a

u
d
it
 o

p
in

io
n
 i
s
 i
s
s
u
e
d
.
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Re
po

rtin
g t

he 
cos

ts o
f p

ub
lic 

hea
lth

A
c
c
o

u
n

ti
n

g
a
n

d
 a

u
d

it
 i
s
s
u

e
s

C
h

a
n

g
e
s
 t

o
 S

e
R

C
O

P
–

n
e
w

 p
u

b
li

c
 h

e
a
lt

h
 l
in

e
 

S
e
R

C
O

P
fo

r 
2
0
1
3
/1

4
 i
n
tr

o
d
u
c
e
s
 a

 n
e
w

 c
o
s
t 
o
f 
s
e
rv

ic
e
 l
in

e
 f

o
r 

'P
u
b
lic

 h
e
a
lt
h
'. 

T
h
is

 h
a
s
 b

e
e
n
 i
n
tr

o
d
u
c
e
d
 t
o
 r

e
fl
e
c
t 
n
e
w

 r
e
s
p
o
n
s
ib

ili
ti
e
s

p
la

c
e
d
 u

p
o
n
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 f
o
llo

w
in

g
 r

e
s
tr

u
c
tu

ri
n
g

 in
 t

h
e
 N

H
S

. 
W

e
 e

x
p
e
c
t 
th

is
 n

e
w

 s
e
rv

ic
e
 l
in

e
 t

o
 b

e
 p

re
s
e
n
te

d
 o

n
 t

h
e
 f
a
c
e
 o

f 
th

e
 C

IE
S

 
w

it
h
in

 c
o
s
t 
o
f 
s
e
rv

ic
e
s
. 
If

 t
h
e
re

 w
e
re

 m
a
te

ri
a
l a

m
o
u
n
ts

 r
e
la

ti
n
g

 t
o
 t
h
is

 s
e
rv

ic
e
 i
n
 2

0
1
3
/1

4
, 
w

e
 w

o
u
ld

 e
x
p
e
c
t 
c
o
m

p
a
ra

ti
v
e
 f
ig

u
re

s
to

 b
e
 

re
s
ta

te
d
. 
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Ac
cou

nti
ng
 fo

r p
ens

ion
s

A
c
c
o

u
n

ti
n

g
a
n

d
 a

u
d

it
 i
s
s
u

e
s

A
c
c
o

u
n

ti
n

g
 f

o
r 

a
n

d
 f

in
a
n

c
in

g
 t

h
e
 l
o

c
a
l 
g

o
v
e
rn

m
e
n

t 
p

e
n

s
io

n
 s

c
h

e
m

e
 c

o
s
ts

 
A

c
c
o
u
n
ti
n
g

 is
s
u
e
s
 

T
h
e
 2

0
1
3
/1

4
 C

o
d
e
 f

o
llo

w
s
 a

m
e
n
d
m

e
n
ts

 t
o
 I
A

S
1
9
 a

n
d
 c

h
a
n
g

e
s
 t
h
e
 a

c
c
o
u
n
ti
n
g

 r
e
q

u
ir
e
m

e
n
ts

 f
o
r 

d
e
fi
n
e
d
 b

e
n
e
fi
t 
p
e
n
s
io

n
 l
ia

b
ili

ti
e
s
 s

u
c
h
 a

s
 

th
o
s
e
 a

ri
s
in

g
 f

ro
m

 t
h
e
 lo

c
a
l 
g

o
v
e
rn

m
e
n
t 
p
e
n
s
io

n
 s

c
h
e
m

e
 (

L
G

P
S

).
 T

h
is

 i
s
 a

 c
h
a
n
g

e
 in

 a
c
c
o
u
n
ti
n
g

 p
o
lic

y
 a

n
d
 w

ill
 a

p
p
ly

 r
e
tr

o
s
p
e
c
ti
v
e
ly

. 
T

h
e
 m

a
in

 c
h
a
n
g

e
s
 w

e
 e

x
p
e
c
t 
to

 s
e
e
 a

re
: 

•
a
 r

e
a
llo

c
a
ti
o
n
 o

f 
a
m

o
u
n
ts

 c
h
a
rg

e
d
 in

 t
h
e
 c

o
m

p
re

h
e
n
s
iv

e
 i
n
c
o
m

e
 a

n
d
 e

x
p
e
n
d
it
u
re

 s
ta

te
m

e
n
t 
(C

IE
S

) 
•

m
o
re

 d
e
ta

ile
d
 d

is
c
lo

s
u
re

s
. 

W
e
 d

o
 n

o
t 
e
x
p
e
c
t 
c
h
a
n
g

e
s
 t
o
 b

a
la

n
c
e
 s

h
e
e
t 
it
e
m

s
 (

th
e
 n

e
t 
p
e
n
s
io

n
 l
ia

b
ili

ty
 a

n
d
 p

e
n
s
io

n
 r

e
s
e
rv

e
 b

a
la

n
c
e
).

 T
h
is

 m
e
a
n
s
 t
h
a
t 
w

h
ils

t 
w

e
 

w
o
u
ld

 e
x
p
e
c
t 
th

e
 C

IE
S

 t
o
 b

e
 r

e
s
ta

te
d
, 
a
 t
h
ir
d
 b

a
la

n
c
e
 s

h
e
e
t 
is

 n
o
t 
re

q
u
ir
e
d
. 
A

c
tu

a
ri
e
s
 s

h
o
u
ld

 b
e
 p

ro
v
id

in
g

 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 w

it
h
 t

h
e
 

in
fo

rm
a
ti
o
n
 t
h
e
y
 n

e
e
d
 t
o
 p

re
p
a
re

 t
h
e
 f
in

a
n
c
ia

l 
s
ta

te
m

e
n
ts

, 
in

c
lu

d
in

g
 r

e
s
ta

te
d
 c

o
m

p
a
ra

ti
v
e
s
. 

F
in

a
n
c
in

g
 i
s
s
u
e
s
 

T
h
e
 a

m
o
u
n
t 
to

 b
e
 c

h
a
rg

e
d
 t
o
 t
h
e
 g

e
n
e
ra

l f
u
n
d
 in

 a
 f

in
a
n
c
ia

l 
y
e
a
r 

is
 t

h
e
 a

m
o
u
n
t 
th

a
t 
is

 p
a
y
a
b
le

 f
o
r 

th
a
t 
fi
n
a
n
c
ia

l 
y
e
a
r 

a
s
 s

e
t
o
u
t 
in

 t
h
e
 

a
c
tu

a
ry

's
 r

a
te

s
 a

n
d
 a

d
ju

s
tm

e
n
ts

 c
e
rt

if
ic

a
te

. 
S

o
m

e
 l
o
c
a
l 
a
u
th

o
ri
ti
e
s
 a

re
 c

o
n
s
id

e
ri
n
g

 p
a
y
in

g
 p

e
n
s
io

n
 f

u
n
d
 c

o
n
tr

ib
u
ti
o
n
s
 e

a
rl
y
 i
n
 e

x
c
h
a
n
g

e
 f

o
r 

a
 d

is
c
o
u
n
t 
b
u
t 
n
o
t 
c
h
a
rg

in
g

 t
h
e
 g

e
n
e
ra

l f
u
n
d
 u

n
ti
l 
la

te
r.

 

L
o
c
a
l 
a
u
th

o
ri
ti
e
s
 m

u
s
t 
b
e
 s

a
ti
s
fi
e
d
 t
h
a
t 
th

e
 a

m
o
u
n
ts

 c
h
a
rg

e
d
 t
o
 t
h
e
 g

e
n
e
ra

l f
u
n
d
 in

 a
 f

in
a
n
c
ia

l 
y
e
a
r 

a
re

 t
h
e
 a

m
o
u
n
ts

 p
a
y
a
b
le

 f
o
r

th
a
t 
y
e
a
r.

 
W

h
e
re

 lo
c
a
l 
a
u
th

o
ri
ti
e
s
 a

re
 c

o
n
s
id

e
ri
n
g

 m
a
k
in

g
 e

a
rl
y
 p

a
y
m

e
n
ts

, 
w

e
 w

o
u
ld

 e
x
p
e
c
t 
th

e
m

 t
o
 o

b
ta

in
 l
e
g

a
l 
a
d
v
ic

e
 (

e
it
h
e
r 

in
te

rn
a
lly

o
r

e
x
te

rn
a
lly

) 
to

 d
e
te

rm
in

e
 t
h
e
 a

m
o
u
n
ts

 t
h
a
t 
a
re

 c
h
a
rg

e
a
b
le

 t
o
 t
h
e
 g

e
n
e
ra

l f
u
n
d
. 
W

e
 w

o
u
ld

 e
x
p
e
c
t 
th

is
 t
o
 in

c
lu

d
e
 c

o
n
s
id

e
ra

ti
o
n
 o

f:
 

•
th

e
 a

c
tu

a
ry

's
 o

p
in

io
n
 o

n
 t

h
e
 a

m
o
u
n
ts

 t
h
a
t 
a
re

 p
a
y
a
b
le

 b
y
 t

h
e
 lo

c
a
l 
a
u
th

o
ri
ty

 in
to

 t
h
e
 p

e
n
s
io

n
 f

u
n
d
 

•
th

e
 a

g
re

e
m

e
n
t 
b
e
tw

e
e
n
 t
h
e
 a

c
tu

a
ry

 a
n
d
 t
h
e
 lo

c
a
l 
a
u
th

o
ri
ty

 a
s
 t
o
 w

h
e
n
 t

h
e
s
e
 p

a
y
m

e
n
ts

 a
re

 t
o
 b

e
 m

a
d
e
 

•
th

e
 w

o
rd

in
g

 i
n
 t

h
e
 r

a
te

s
 a

n
d
 a

d
ju

s
tm

e
n
ts

 c
e
rt

if
ic

a
te

 s
e
tt

in
g

 o
u
t 
w

h
e
n
 a

m
o
u
n
ts

 a
re

 p
a
y
a
b
le

 f
o
r 

e
a
c
h
 f

in
a
n
c
ia

l 
y
e
a
r.

 

F
o
r 

e
x
a
m

p
le

, 
if
 a

 l
o
c
a
l 
a
u
th

o
ri
ty

 a
g

re
e
s
 t
o
 m

a
k
e
 a

 p
a
y
m

e
n
t 
to

 t
h
e
 p

e
n
s
io

n
 f

u
n
d
 in

 a
 s

in
g

le
 y

e
a
r 

a
n
d
 p

ro
p
o
s
e
s
 t
o
 c

h
a
rg

e
 t
h
is

 a
m

o
u
n
t 
to

 t
h
e
 

g
e
n
e
ra

l f
u
n
d
 o

v
e
r 

a
 t

h
re

e
-y

e
a
r 

p
e
ri
o
d
, 
w

e
 w

o
u
ld

 e
x
p
e
c
t 
th

e
 r

a
te

s
 a

n
d
 a

d
ju

s
tm

e
n
ts

 c
e
rt

if
ic

a
te

 t
o
 s

h
o
w

, 
u
n
a
m

b
ig

u
o
u
s
ly

, 
th

a
t 
th

e
 a

m
o
u
n
t 

p
a
y
a
b
le

 i
s
 s

p
re

a
d
 o

v
e
r 

th
e
 t
h
re

e
 y

e
a
rs

. 
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Ch
ang

es 
to 

the
 pu

bli
c s

erv
ice

s p
ens

ion
 sc

hem
e

A
c
c
o

u
n

ti
n

g
 a

n
d

 a
u

d
it

is
s
u

e
s

C
h

a
n

g
e
s
 t

o
 t

h
e
 L

o
c
a
l 
G

o
v
e
rn

m
e
n

t 
P

e
n

s
io

n
 S

c
h

e
m

e
 

T
h
e
 P

u
b
lic

 S
e
rv

ic
e
 P

e
n
s
io

n
s
 B

ill
 r

e
c
e
iv

e
d
 R

o
y
a
l 
A

s
s
e
n
t 
in

 A
p
ri
l 
2
0
1
3
, 
b
e
c
o
m

in
g

 t
h
e
 P

u
b
lic

 S
e
rv

ic
e
 P

e
n
s
io

n
s
 A

c
t 
2
0
1
3
 (

‘t
h
e
 A

c
t’
).

T
h
e
 A

c
t 

m
a
k
e
s
 p

ro
v
is

io
n
 f

o
r 

n
e
w

 p
u
b
lic

 s
e
rv

ic
e
 p

e
n
s
io

n
 s

c
h
e
m

e
s
 t
o
 b

e
 e

s
ta

b
lis

h
e
d
 i
n
 E

n
g

la
n
d
, 
W

a
le

s
 &

 S
c
o
tl
a
n
d
. 
 C

o
n
s
e
q

u
e
n
t 
re

g
u
la

ti
o
n
s
 h

a
v
e
 b

e
e
n
 

la
id

 t
o
 in

tr
o
d
u
c
e
 c

h
a
n
g

e
s
 t
o
 t
h
e
 L

G
P

S
 i
n
 E

n
g

la
n
d
 a

n
d
 W

a
le

s
 f
ro

m
 1

s
t 
A

p
ri
l 
2
0
1
4
. 
(T

h
e
 r

e
g

u
la

ti
o
n
s
 f
o
r 

th
e
 c

h
a
n
g

e
s
 in

 S
c
o
tl
a
n
d
 h

a
v
e
 n

o
t 
y
e
t 

b
e
e
n
 l
a
id

 a
n
d
 w

ill
 o

n
ly

 i
m

p
a
c
t 
fr

o
m

 1
 A

p
ri
l 
2
0
1
5
).

 

T
h
e
s
e
 in

tr
o
d
u
c
e
 a

 n
u
m

b
e
r 

o
f 
c
h
a
n
g

e
s
 in

c
lu

d
in

g
:

•
a
 c

h
a
n
g

e
 f
ro

m
 a

 f
in

a
l 
s
a
la

ry
 s

c
h
e
m

e
 t
o
 a

 c
a
re

e
r 

a
v
e
ra

g
e
 s

c
h
e
m

e
•

in
tr

o
d
u
c
ti
o
n
 o

f 
a
 5

0
/5

0
 o

p
ti
o
n
 w

h
e
re

b
y
 m

e
m

b
e
rs

 c
a
n
 c

h
o
o
s
e
 t
o
 r

e
d
u
c
e
 t
h
e
ir
 c

o
n
tr

ib
u
ti
o
n
s
 b

y
 5

0
%

 t
o
 r

e
c
e
iv

e
 5

0
%

 l
e
s
s
 b

e
n
e
fi
t

•
c
a
lc

u
la

ti
o
n
 o

f 
c
o
n
tr

ib
u
ti
o
n
s
 b

a
s
e
d
 o

n
 a

c
tu

a
l 
s
a
la

ry
 w

h
ic

h
 c

o
u
ld

 l
e
a
d
 t

o
 s

o
m

e
 s

ta
ff

 w
it
h
 i
rr

e
g

u
la

r 
p
a
tt

e
rn

s
 o

f 
w

o
rk

in
g

 m
o
v
in

g
 b

e
tw

e
e
n
 

c
o
n
tr

ib
u
ti
o
n
 r

a
te

 b
a
n
d
in

g
s
 o

n
 a

 r
e
g

u
la

r 
b
a
s
is

 
•

c
h
a
n
g

e
s
 in

 e
m

p
lo

y
e
e
 c

o
n
tr

ib
u
ti
o
n
 r

a
te

s
 a

n
d
 b

a
n
d
in

g
s

•
tr

a
n
s
it
io

n
a
l 
p
ro

te
c
ti
o
n
 f
o
r 

p
e
o
p
le

 r
e
ti
ri
n
g

 w
it
h
in

 1
0
 y

e
a
rs

 o
f 
1
 A

p
ri
l 
2
0
1
4
 (

fu
rt

h
e
r 

re
g

u
la

ti
o
n
s
 a

re
 s

ti
ll 

a
w

a
it
e
d
.

T
h
e
 a

b
o
v
e
 c

h
a
n
g

e
s
 h

a
v
e
 i
m

p
lic

a
ti
o
n
s
 f

o
r 

a
ll 

e
m

p
lo

y
e
rs

 i
n
v
o
lv

e
d
 i
n
 t

h
e
 L

G
P

S
 i
n
tr

o
d
u
c
in

g
 r

e
q

u
ir
e
d
 c

h
a
n
g

e
s
 t
o
 t
h
e
ir
 p

a
y
ro

ll 
s
y
s
te

m
s

to
 e

n
s
u
re

 
p
e
n
s
io

n
 c

o
n
tr

ib
u
ti
o
n
s
 a

re
 c

a
lc

u
la

te
d
 c

o
rr

e
c
tl
y
. 
T

h
is

 h
a
s
 c

o
n
s
e
q

u
e
n
t 
im

p
lic

a
ti
o
n
s
 f

o
r 

a
d
m

in
is

te
ri
n
g

 a
u
th

o
ri
ti
e
s
 t
o
 c

o
m

m
u
n
ic

a
te

w
it
h
 e

m
p
lo

y
e
rs

 
a
n
d
 c

o
n
s
id

e
r 

h
o
w

 t
h
e
y
 w

ill
 o

b
ta

in
 a

s
s
u
ra

n
c
e
 o

v
e
r 

th
e
 a

c
c
u
ra

c
y
 a

n
d
 c

o
m

p
le

te
n
e
s
s
 o

f 
c
o
n
tr

ib
u
ti
o
n
s
 g

o
in

g
 f
o
rw

a
rd

s
 s

in
c
e
 t

h
e
 c

a
lc

u
la

ti
o
n
s
 a

re
 

m
o
re

 c
o
m

p
le

x
 g

o
in

g
 f
o
rw

a
rd

s
 a

n
d
 l
e
s
s
 p

re
d
ic

ta
b
le

. 
In

 a
d
d
it
io

n
 c

h
a
n
g

e
s
 a

re
 a

ls
o
 r

e
q

u
ir
e
d
 t
o
 p

e
n
s
io

n
 a

d
m

in
is

tr
a
ti
o
n
/p

a
y
m

e
n
t 
s
y
s
te

m
s
 a

s
 w

e
ll 

a
s
 m

u
c
h
 m

o
re

 d
e
ta

ile
d
 p

ro
c
e
s
s
e
s
 a

ro
u
n
d
 m

a
in

ta
in

in
g

 i
n
d
iv

id
u
a
l 
p
e
n
s
io

n
 a

c
c
o
u
n
ts

 f
o
r 

a
ll 

m
e
m

b
e
rs

 t
o
 e

n
s
u
re

 t
h
e
 c

o
rr

e
c
t 
p
a
y
m

e
n
t 
o
f 
fu

tu
re

 
p
e
n
s
io

n
s
.

T
h
e
 A

c
t 
a
ls

o
 r

e
q

u
ir
e
s
 c

h
a
n
g

e
s
 t
o
 t
h
e
 g

o
v
e
rn

a
n
c
e
 a

rr
a
n
g

e
m

e
n
ts

 a
lt
h
o
u
g

h
 r

e
g

u
la

ti
o
n
s
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o
r 

th
e
 L

G
P

S
 h

a
v
e
 n

o
t 
y
e
t 
b
e
e
n
 l
a
id

 f
o
r 

th
e
s
e
 a

n
d
 t
h
e
 

c
h
a
n
g

e
s
 in

 g
o
v
e
rn

a
n
c
e
 a

rr
a
n
g

e
m

e
n
ts

 a
re

 n
o
t 
e
x
p
e
c
te

d
 t
o
 b

e
 i
m

p
le

m
e
n
te

d
 u

n
ti
l 
1
 A

p
ri
l 
2
0
1
5
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Report for: 
 

Corporate Committee
 

 

Title: 
 

Local Audit and Accountability Act 2014

 

Report authorised 
by : 
 

 

Kev

 

 
Lead Officer: 
 

Neville Murton
Accounting and Systems)
neville.murton@haringey.gov.uk
020 8489 3176

 

Ward(s) affected: 
All 

 

1 Describe the issue under consideration

1.1 This report forms a briefing note for 
of the Local Audit and Accountability Act 2014
received Royal Assent on the 30 January 2014.

2 Cabinet Member Introduction

2.1  Not applicable 

3 Recommendations 

3.1 Corporate Committee members are asked to note this report

4 Executive Summary

4.1 The Local Audit and Accountability Act 2014 (The Act) introduces a 
number of measures all aimed at improving the accountab
democracy of councils
main issues being 

4.1.1 On 13 August 2010 the government announced its intention 
to abolish the Audit Commission and put in place new 
decentralised arrangements for the 
bodies
close the Audit Commission and transfer its remaining 
functions.

4.1.2 The Act also protects 
Authorities
there are matters that the auditor should examine.

Corporate Committee 
 

Item 
number 

 

Local Audit and Accountability Act 2014

 

 
Kevin Bartle – Assistant Director – Finance

Neville Murton – Head of Finance (Budgets, 
Accounting and Systems) 
neville.murton@haringey.gov.uk 
020 8489 3176 

Report for Key/Non Key Decision:
Non-key 

issue under consideration 

This report forms a briefing note for members following the enactment 
of the Local Audit and Accountability Act 2014 (The Act). The Act 
received Royal Assent on the 30 January 2014. 

Cabinet Member Introduction 

mmendations  

Corporate Committee members are asked to note this report

Executive Summary 

The Local Audit and Accountability Act 2014 (The Act) introduces a 
number of measures all aimed at improving the accountab
democracy of councils; the provisions are summarised below 

being considered in more detail within this report.

On 13 August 2010 the government announced its intention 
to abolish the Audit Commission and put in place new 
decentralised arrangements for the audit of local public 
bodies. The Act delivers the government’s commitment to 
close the Audit Commission and transfer its remaining 
functions. 

The Act also protects electors rights to inspect Local 
Authorities’ accounts and allows them to say if they think
there are matters that the auditor should examine.

Local Audit and Accountability Act 2014 

Finance (CFO) 

Head of Finance (Budgets, 

Report for Key/Non Key Decision: 

members following the enactment 
The Act 

Corporate Committee members are asked to note this report.  

The Local Audit and Accountability Act 2014 (The Act) introduces a 
number of measures all aimed at improving the accountability and 

; the provisions are summarised below with the 
considered in more detail within this report. 

On 13 August 2010 the government announced its intention 
to abolish the Audit Commission and put in place new 

audit of local public 
The Act delivers the government’s commitment to 

close the Audit Commission and transfer its remaining 

rights to inspect Local 
accounts and allows them to say if they think that 

there are matters that the auditor should examine. 
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4.1.3 Proposals are also included to increase local accountability 

by ensuring compliance with existing rules to protect the 
independent free press from unfair competition from Local 
Authority newspapers. 

4.1.4 The Act also amends the Local Government Finance Act 
1992 so that the principles underpinning the need for Local 
Authorities to undertake a binding referendum following 
‘excessive’ council tax increases takes account of levy 
increases. 

4.1.5 Measures introduced through earlier regulations regarding 
access to meeting and documents have also been extended 
through the Act to include Full Council meetings and other 
local government bodies. This includes the right for the 
public to film, blog and tweet at public meetings. 

5 Abolition of the Audit Commission and other consequent 
considerations 

5.1 It is expected that the Audit Commission will close on 31 March 2015; 
in place of the commission there will be a new framework for local 
public audit which will commence once the existing audit commission 
contracts with audit suppliers ends in 2016/17 (or potentially in 2019/20 
if all the contracts are extended). 

5.2 The framework thereafter allows for local bodies to appoint their own 
independent external auditors. Auditors are to be appointed before the 
31 December of the year preceding the year of account and 
appointments can be made for more than a single year but a new 
appointment must be made at least every five years. For Haringey the 
appointment must be made by the Full Council and cannot be 
delegated, although the views of an authority’s ‘auditor panel’ must be 
sought and taken into account. 

5.3 The Act sets out the requirements for, and the duties of, an Auditor 
Panel. The Council will have to have an auditor panel although a 
decision on the precise arrangements can be considered at a later 
date; the provisions allow for panels being created by each authority or 
jointly by a number of authorities. The majority of members of an 
auditor panel must be independent and the chair of the auditor panel 
must also be independent (a definition of independence is included in 
Schedule 4 Para 2 sub section 2 of the Act) and is attached as 
Appendix 1. 

5.4 The scope of audits will remain largely similar with guidance being 
developed by the Comptroller and Auditor General of the National Audit 
Office and auditors being required to have regard to such guidance. 

5.5 The publication of Public Interest Reports will also continue with local 
bodies being required to publish both any public interest reports and 
their response. In addition the existing rights of electors to inspect and 
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raise concerns on the accounts of public bodies with the external 
auditor are maintained. 

5.6 As is currently the case auditors are required to be satisfied that the 
statement of accounts and accounting records comply with the relevant 
enactments; that proper practices have been observed in the 
compilation of the statement of accounts and that they present a true 
and fair view and that proper arrangements have been made to secure 
economy, efficiency and effectiveness (vfm) in the use of resources. 

5.7 The current provisions regarding the right of electors to inspect the 
accounts and raise objections with the auditor that items of expenditure 
are unlawful or about which the auditor could make a public interest 
report are maintained. Auditors must decide whether to consider the 
objection and if so whether to make a public interest report or a 
declaration of unlawful expenditure. The auditor has discretion not to 
consider the objection if they consider it to be vexatious, frivolous, 
repeats a previous objection or where the cost of the auditor’s 
investigation would be disproportionate to the amount to which the 
objection relates. 

5.8 The role of the audit commission relating to authorities compliance with 
its best value duties passes to the Secretary of State to appoint a 
person to carry out such inspections.  

5.9 Previously the regulations governing binding referenda require that, 
when considering whether an authority has sets a Council Tax at an 
excessive level (above a limit set by the government), the change in 
any levies and precepts are excluded. The Act now requires that levies 
are included (although precepts remain excluded as precepting 
authorities are subject to their own referendum legislation). In practice 
this means that the relevant basic amount for the purpose of 
considering whether a Council Tax increase is excessive is taken to 
mean the increase in an authority’s Band D Council Tax level. 

6 Comments of the Chief Financial Officer and Financial 
Implications 

6.1 This report is for information and as such there are no direct financial 
implications arising from it; any consequent effects will be included in 
future reports.  

7 Head of Legal Services comments 

7.1 The Monitoring Officer has been consulted and has no additional 
comments to make. 

 

8 Policy Implication 

8.1 None. 
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9 Use of Appendices 

Appendix 1 – Local Audit and Accountability Act extract 
(Independence of Auditor Panels) 

 

10 Local Government Act, 2000 (Section 97) 

Local Audit and Accountability Act 2014  

All the above papers are available for inspection through Neville 
Murton Head of Finance (Budgets, Accounting and Systems) ext. 3176. 
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Appendix 1. 

Constitution of an Auditor Panel – Independence. 

 

(2) A member of a relevant authority’s auditor panel, other than a health service 
body’s auditor panel, is “independent” at any given time if— 

(a) the panel member has not been a member or officer of the authority within 
the period of 5 years ending with that time, 
(b) the panel member has not been an officer or employee of an entity 
connected with the authority within that period, and 
(c) the panel member is not at that time a relative or close friend of a member 
or officer of the authority or an officer or employee of an entity connected with 
the authority. 
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