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Report for: Corporate Committee | number
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Title: Pension Fund quarterly update |

Report authorised

U ij\&/ l"l(l ',[3

by :

Director of Corporate Resources

Nicola Webb, Head of Finance - Treasury & Pensions
Lead Officer: 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" September

Investment asset allocation
Investment performance
Responsible investment activity

Late payment of contributions

®
[ J
[
e Budget management
®
®

Communications

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" September 2012 is noted.

4. Other options considered

4.1 None.
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5. Background information

5.1

5.2

53

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. \

Following the request at the Committee’s meeting in September, 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

This is the first quarter reported to the Committee with the passive managers
in place throughout. It can be seen from the performance figures in section
14 that the short term variances from target have reduced significantly as a
result. The longer term figures will continue to reflect the underperformance
of the previous active managers. The CBRE property portfolio outperformed
the target for the second quarter in a row.

7. Head of Legal Services and Legal Implications

7.1

7.2

7.3

7.4
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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 managers;

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 and members of the Committee shouid keep this duty in mind when
considering this report and have regard to advice given to them.
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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" September 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 July to
September 2012.

14.1 Whole Fund

Return Benchmark Target (Under)/Out
Jul - Sep 2012 2.59% 2.73% 2.76% (0.17%)
One Year 13.00% 12.93% 13.82% (0.82%)
Three Years 7.46% 8.05% 9.44% (1.98%)
Five Years 1.84% 3.48% 4.97% (8.13%)

o Total Value at 30/09/12: £752.6m

e The fund performed slightly below target due to underperformance by
Pantheon. Pantheon is benchmarked against the MSCI World index and
during the quarter there was a small downward movement in the value of
the holdings measured against a 5.03% increase in the MSCI World
index.

14.2 BlackRock Investment Management

Return Benchmark Variance
Jul - Sep 2012 2.75% 2.63% 0.12%
e Total Value at 30/09/12: £444.8m

14.3 Legal & General Investment Management

Return Benchmark Variance
Jul - Sep 2012 3.20% 3.30% (0.10%)
e Total Value at 30/09/12: £218.6m

e 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 or under
performance resulting from asset allocation being different to the
benchmark.
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14.4 CBRE Global Investors

Return Benchmark Target (Under)/Out
Jul - Sep 2012 0.91% 0.40% 0.65% 0.26%
One Year 1.67% 2.83% 3.83% (2.16%)
Three Years 6.98% 9.51% 10.51% (8.53%)
Five Years -5.03% -3.57% -2.57% ~ (2.46%)

e Total Value at 30/09/12: £53.7m

¢ The property portfolio outperformed the benchmark and target for the second
quarter in a row. The longer term performance is still below target due to the
underperformance of the European holdings in the portfolio.

14.5 Pantheon

Return Distributions Drawdowns %

in period - in period drawndown
Jul - Sep 2012 -0.90% £0m £0.13m
One Year 4.70% £0.95m £3.16m
Since inception 2.39% £1.49m £27.40m 59.6%

e Total Value at 30/09/12: £30.8m
¢ There was little activity in the quarter with only 2 small drawdowns for the Asia

fund and no distributions.

14.6 In house cash

Value Average Average Return

Credit Rating | Maturity (days)
At 30/09/12 £3.76m AAA 1 0.38%
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%

e The cash was invested mainly in money market funds during the quarter.
£25m was distributed to BlackRock and Legal & General during the quarter,
so the cash balance has significantly reduced.
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16. Budget Management - position at 30" September 2012

Budget Actual | Variance
£000 £000 (under)/
overspend
£000
Contributions & Benefit related expenditure
Income
Employee Contributions 4,400 4,440 (40)
Employer Contributions 15,200 15,778 (578)
Transfer Values in 3,000 703 2,297
Total Income 22,600 20,921 1,679
Expenditure
Pensions & Benefits (19,700) | (19,956) 256
Transfer Values paid (4,150) (3,243) (907)
Administrative Expenses (350) (399) 49
Total Expenditure (24,200) | (23,599) (601)
Net of contributions & benefits | (1,600)] (2,678)] 1,078
Returns on investment
Net Investment Income 3,500 2,320 1,180
Investment Management Expenses (1,250) (491) (759)
Net Return on investment 2,250 1,829 421
Total 650 (849) 1,499

e At the end of September 2012, the Pension Fund budget was showing
an overspend of £1.5m. The main reason for this is the very low value of
transfers in during the first 6 months of the year. However a number of
large transfers in have been received since the end of September which

will improve the position.
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17. Late Payment of Contributions

17.1 The table below shows the employers who paid contributions relating to July
to September 2012 late.

Occasions | Average Average

late Number of monthly

days late | contributions

Mulberry School 2 21 £14,000
Northumberland Park Academy 1 12 £13,000
Hartsbrook Free School 1 4 £3,400
ESSL 1 1 £640
TLC 3 2 £5,600
Churchill 2 2 £770

17.2 The new academy and free school paid their first contributions late, but

since then have paid on time. Mulberry School paid late due to the school
summer holidays, but have paid on time since. ESSL paid late once, but
otherwise pay on time. Discussions are continuing with TLC and Churchill
to ensure they pay on time in future.

18. Communication Policy

18.1

18.2

18.3
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Two sets of regulations govern pensions 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.

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.

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



Haringey
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.

Pensions Communications Q3 (1%t Oct 2012 - 315t December 2012)

Meeting with Joined meeting of the Corporate Industrial Relations Nov.2012
Employee Side | Group to discuss workshops and publicity for

Representatives | workforce around Pensions Reform 2014

Pensions Leaflet outlining Pensions Reform 2014 posted onto =~ | Nov.2012

Reform Leaflet
2014

Haringey Pensions Web Page

Leaflet also issue to Employing Bodies asking them to
bring it to the attention of scheme members.

Payslip Payslip message sent to all staff drawing attention to

Message updates on Haringey Web Page for Pensions Reform
2014 and Auto-enrolment.

Workshop on Presentation to Employing Bodies on Auto-enrolment

Auto-enrolment

with Hymans Robertson

Posters and
Leaflet on Auto-
enrolment

Posters printed and distributed drawing attention to
Auto-enrolment leaflet

Leaflets emailed to Staff with an email address bn SAP

Leaflet posted onto Haringey Pensions Web Page.
Staff invited to log onto the Pensions Web Page or
request a hard copy from the Pensions Team.

Managers and School Administrators also asked to
print off hard copies on request from staff

Page 12 of 14
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