Haringey

Item

Report for: Corporate Committee | number

26" November 2013
Title: Pension Fund Quarterly Update
Report authorised j
by'? -Péu\/\e/ )5“({(3

Director of Corporate Resources

George Bruce, Head of Finance - Treasury & Pensions
Lead Officer: george.bruce@haringey.gov.uk

020 8489 3726

Ward(s) affected: N/A

Repbrt for Non Key Decision

1. Describe the issue under consideration

1.1 To report the following in respect of the three months to 30th September

2013:

¢ Investment asset allocation

Investment performance
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 three months to

30™ September 2013 is noted.

4. Other options considered

4.1 None.

Page 1 of 13




Haringey

5. Background information

5.1

5.2

5.3

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 on which the Committee or its predecessor body have
requested they receive regular updates.

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

7.2

7.3
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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;

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;

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 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 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
July-Sept 2013 1.70% 1.82% (0.12%)
One Year 14.36% 14.97% (0.61%)
Three Years 8.57% 8.98% (0.41%)
Five Years 9.01% 9.69% (0.68%)

* Performance in the quarter was very close to target. Underperformance
over longer periods is driven by private equity and property.

» The negative three and five year returns are carried forward from previous
manager structures.

14.2 BlackRock Investment Management

Return Benchmark Variance
July-Sept 2013 2.28% 2.03% 0.25%
One Year 16.98% 16.81% 0.17%

e Total Value at 30/09/13: £520.3 million

¢ BlackRock manages equities and index linked passively.

* At asset class level, Blackrock’s returns are either in line with or in excess of the
benchmark.

14.3 Legal & General Investment Management

Return Benchmark Variance
July - Sept 1.22% 1.04% 0.18%
2013
One Year 11.92% 12.69% (0.77%)

e Total Value at 30/09/13: £244.6 million

o At investment level, L&G is able to add value over index benchmarks
through timing transactions. The underperformance over one year is due
to their portfolio being out of alignment with the benchmark. Rebalancing
has been undertaken since the quarter end.
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14.4 CBRE Global Investors

Return Benchmark | (Under)/Out
July - Sept 1.42% 2.40% (0.98%)
2013
One Year 4.41% 5.39% (0.98%)
Three Years 3.66% 5.22% (1.56%)
Five Years (0.03%) 1.76% (1.79%)

e Total Value at 30/09/13: £56.4

e For both the quarter and year, CBRE have underperformed their benchmark by
1%. The target is to out perform by 1% p.a.

e Recently, the UK portfolio has exceeded benchmark, but the overall portfolio
has suffered from exposure to Italian and German funds.

14.5 Pantheon

Return Distributions | Drawdowns %
in period in period drawndown
July — Sept (2.52%) £0.32m nil
2013
One Year 11.71% £3.88m £3.68m
Since inception 3.81% £5.37m £31.09m 66.6%

e Total Value at 30/09/13: £36.3

¢ Distributions exceeded drawdowns during the quarter as the funds moved into
the distribution phase of their cycles.

e The performance target is the MCSI Worlds plus 5.75%, which for 12 months is
27.25% and 5 years 14.25%. Actual returns for five years net of fees is 6.6%.
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.

14.6 In house cash

Value Average Average Return

Credit Rating | Maturity (days)
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%
At 31/12/12 £5.08m AAA 1 0.37%
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16. Budget Management - six months to 30" September 2013

Prior Actual Variance
year (under)/
overspend
£'000 £'000 £'000
Contributions & Benefit related expenditure
Income
Employee Contributions 4,400 4,273 127
Employer Contributions 16,000 14,675 1,325
Transfer Values in 2,000 864 1,136
Total Income 22,400 19,812 2,588
Expenditure
Pensions & Benefits (20,000) | (20,351) 351
Transfer Values Paid (2,600) (632) (2,068)
Administrative Expenses (400) (291) (109
Total Expenditure (23,000) | (21,174) (1,826)
Net of Contributions & Benefits | (600) | (1,362) | 762
Returns on investment
Net Investment Income 1800 1,164 636
Investment Management Expenses (800) (857) (443)
Net Return on Investment 1000 807 193

Total 400 (555) 955
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Y.
=3

Haringey

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 | Average Average
late Number of monthly

days late | contributions(£)

Fusion 1 4 19,600
TLC 1 4 4,183

18. Communication Policy

18.1

18.2

18.3

18.4

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.

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
employee guides, forms and policy documents. Where possible, Newsletters
and individual notices are sent by email to reduce printing and postage
costs.

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 second quarter of 2013-14, the Pension Fund accounts and
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annual report for the year ended 31t March 2013 have been added to the
Pension fund web page. Guidance notes on the new Pension Fund scheme
to be introduced from 1%t April 2014 have also been inserted on the web

page.
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