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Item
Report for: Corporate Committee | number
27" September 2012
Title: Pension Fund quarterly update

\N_ ) W\ g

Report authorised
by :

Agant Director - Finance

Lead Officer:

Nicola Webb, Head of Finance - Treasury & Pensions
nicola.webb@haringey.gov.uk
020 8489 3726

Ward(s) affected: N/A

Report for Non Key Decision

1. Describe the issue under consideration

&

1.1 To report the following in respect of the three months to 30" June 2012:

Investment asset allocation
Investment performance
Responsible investment activity
Budget management

Late payment of contributions

2. Cabinet Member Introduction

2.1 Not applicable.

3. Recommendations

3.1 That the information provided in respect of the activity in the three months to

30" June 2012 is noted.

4. Other options considered

4.1 None.
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5. Background information

5.1

5.2

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.

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 which the Committee or it’s predecessor body have
requested they receive regular updates on.

6. Comments of the Chief Financial Officer and Financial Implications

6.1

During the quarter the fund moved from active management of equities and
bonds to passive management. The mandates of Capital and Fidelity were
terminated and the assets moved to Legal & General and BlackRock. This
amount of movement makes it difficult to draw any conclusions from most of
this quarter’s data. However, CBRE’s performance in the quarter was above
target following many quarters of below benchmark performance. The
performance of the UK holdings was sufficient to outweigh the continued
drag on performance from the European holdings.

7. Head of Legal Services and Legal Implications

7.1

7.2

7.3

7.4

7.5
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The Council as administering authority for the Haringey Pension 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.

Periodically the Council must consider whether or not to retain the
investment manager.

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.

All monies must be invested in accordance with the Council’s investment
policy.

Members of the Committee should keep this duty in mind when considering
this report and have regard to advice given.
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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.
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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14. Investment Performance Update: to 30" June 2012

Appendix 1 provides details of the benchmarks and targets the fund managers
have been set. The tables below show the performance in the quarter April to

June 2012.

14.1 Whole Fund

Return Benchmark Target (Under)/Out
Apr - Jun 2012 -1.97% -2.12% -2.09% 0.12%
One Year 0.13% 0.41% 1.67% (1.54%)
Three Years 11.95% 12.79% 14.30% (2.35%)
Five Years 1.45% 3.14% 4.70% (8.25%)

e Total Value at 30/06/12: £735.9m

During this quarter the assets invested with the active equity and bond
managers were transferred to the passive managers. Therefore the
performance statistics are made up of active fund management up until
mid May and passive thereafter.

14.2 BlackRock Investment Management

Return

Benchmark

Variance

June 2012

2.57%

2.23%

0.34%

e Total Value at 30/06/12: £417.9m

¢ This information only covers the month of June 2012. A variance will
continue to be seen with the passive managers because the portfolios
were transferred over in their existing allocations instead of at benchmark
weights. Therefore the variance shows the out performance resulting
from asset allocation being different to the benchmark. :

Earlier in September it was announced by the FSA that BlackRock had
agreed a settlement with them concerning errors in operational
procedures which arose following their merger with Merrill Lynch in 2006.
The error had been discovered and reported to the FSA by BlackRock
themselves. Officers have consulted with the Fund’s Investment advisers
who have discussed the matter with BlackRock and are satisfied that
revised procedures are now in place, so they do not believe any action is
required.
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14.3 Legal & General Investment Management

Return Benchmark Variance
June 2012 2.71% 2.70% 0.01%

o Total Value at 30/06/12: £202.0m ,
e This information only covers the month of June 2012. As above the
variance shows the out performance resulting from asset allocation being

different to the benchmark.

14.4 CBRE Global Investors

Return Benchmark Target (Under)/Out
Apr - Jun 2012 0.79% 0.30% 0.55% 0.24%
One Year -0.29% 4.16% 5.16% (5.45%)
Three Years 8.04% 10.12% 11.12% (3.08%)
Five Years -5.41% -3.90% -2.90% (2.51%)

e Total Value at 30/06/12: £53.3m
e CBRE performance was above target in the quarter with strong performance in
the UK more than making up for continued poor performance in the European

holdings.

14.5 Pantheon

Return Distributions | Drawdowns %
in period in period drawndown
Apr - Jun 2012 3.33% £0.30m £1.00m ‘
One Year 6.14% £1.49m £4.65m (3
Since inception 2.69% £1.49m £27.22m 57.3%

e Total Value at 30/06/12: £31.0m
o A further £1m was drawndown in the quarter and there was one distribution of
£0.3m. 57.3% of the commitments made in 2007 have now been drawndown.

14.6 In house cash

Value Average Average Return

Credit Rating | Maturity (days)
At 30/06/12 £30.93m AAA 4 0.42%
At 31/03/12 £33.09m AAA 8 0.42%
At 31/12/11 £28.54m AAA 1 0.58%
At 30/09/11 £29.30m AA 6 0.72%

e The cash was invested in money market funds and with the government
guaranteed Debt Management Office during the quarter. After the quarter
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end £25m was distributed to BlackRock and Legal & General, so the cash
balance has significantly reduced, as can be seen in the table in section

13.1.

14.7 Previous investment management mandates

The information below shows the final performance data for the fund
management mandates which have now been terminated. The final month’s
performance plus their performance over the whole of the period of the
Pension Fund’s mandate with them is shown in the tables below.

Capital International

Equities Return | Benchmark Target (Under)/Out
April 2012 -2.12% -2.74% -2.24% 0.12%
Since inception 2.10% 2.86% 4.86% (2.76%)
Fixed Income Return Benchmark Target (Under)/Out
April 2012 -0.35% -0.39% -0.14% (0.21%)
Since inception 7.89% 8.42% 9.42% (1.53%)
Fidelity
Equities Return Benchmark Target (Under)/Out
April 2012 -1.67% -2.73% -2.30% 0.63%
Since inception 3.01% 2.81% 4.51% (1.50%)
Fixed Income Return Benchmark Target (Under)/Out
April 2012 0.00% -0.28% -0.13% 0.13%
Since inception 9.35% 8.16% 8.76% 0.59%

Legal & General

UK equities Return Benchmark | Variance
April 2012 -0.32% -0.33% 0.01%
Since inception | 14.86% 14.72% 0.14%
World equities Return Benchmark | Variance
April 2012 -2.74% -2.73% -0.01%
Since inception | 14.23% - 14.28% -0.05%
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16. Budget Management - position at 30" June 2012

Budget Actual | Variance
£000 £000 £000
Contributions & Benefit related expenditure
income
Employee Contributions (2,200) (2,224) (24)
Employer Contributions (7,600) (7,435) 165
Transfer Values in (1,500) (295) 1,205
Total Income (11,300) (9,954) 1,346
Expenditure
Pensions & Benefits 10,600 10,270 (330)
Transfer Values paid 1,500 749 (751)
Administrative Expenses 175 199 24
Total Expenditure 12,275 11,218 (1,057)
Net of contributions & benefits | 975| 1,264 | 289
Returns on investment
Net Investment Income (3,000) (1,725) 1,275
Investment Management Expenses 625 239 (386)
Net Return on investment (2,375) (1,486) 889
Total (1,400) (222) 1,178

The overspend in the first quarter is due to two issues. Firstly transfer
values in, which are by their nature volatile and unpredictable.

The

second reason is investment income. The budget has been set on the
basis of the amount of the investment income received in the last couple
of years, however so far this year income has fallen below this level.
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17. Late Payment of Contributions

17.1 The table below shows the employers who paid contributions relating to April
to June 2012 late.

Occasions | Average Number of Average monthly
;, late days late contributions
TLC 2 5 £5,700
May: 9 days
Mulberry School 2 June-: still o/s £14,400
. Apr: 5 days
il s May & June: still o/s .

17.2 Discussions are on-going with TLC to ensure their contributions are
received on time. Mulberry School have had staff changes and sickness
which have contributed to the issues. Churchill will be charged a penalty
under the Pensions Administration Strategy for late payment because no
information or monies have been received despite repeated chasing.
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