Putting the Community First EEE

LONDON BOROUGH

MEETING
PENSION FUND COMMITTEE

DATE AND TIME

THURSDAY 6 JUNE, 2013
AT 7.00 PM

VENUE
HENDON TOWN HALL, THE BURROUGHS, NW4 4BG

TO: MEMBERS OF PENSION FUND COMMITTEE (Quorum 3)

Chairman: Councillor Mark Shooter

Vice Chairman: Councillor John Marshall

Councillors

Andreas loannidis Susette Palmer Rowan Quigley Turner
Geoffrey Johnson Daniel Seal

Substitute Members

Jim Tierney Geof Cooke Lord Palmer

You are requested to attend the above meeting for which an agenda is attached.
Andrew Nathan — Head of Governance

Governance Services contact: Maria Lugangira 020 8359 2761

Media Relations contact: Sue Cocker 020 8359 7039

ASSURANCE GROUP




ORDER OF BUSINESS

Item No Title of Report Pages
1. Minutes
2. Absence of Members
3. Disclosable Pecuniary interests and Non Pecuniary interests
4. Public Question Time (if any)
5. Members' Items (if any)
6. External Auditor: Audit Approach Memorandum for the year ended | 1 - 20
31 March 2013
7. Update on Admitted Body Organisations 21-26
8. Procurement of an Independent Pension Fund Adviser to the 27 - 54

Pension Fund

9. Barnet Council Pension Fund Performance for Quarter January to | 55 - 90
March 2013
10. Any item(s) that the Chairman decides is urgent

FACILITIES FOR PEOPLE WITH DISABILITIES

Hendon Town Hall has access for wheelchair users including lifts and toilets. If you wish to let
us know in advance that you will be attending the meeting, please telephone Maria Lugangira
020 8359 2761. People with hearing difficulties who have a text phone, may telephone our
minicom number on 020 8203 8942. All of our Committee Rooms also have induction loops.

FIRE/EMERGENCY EVACUATION PROCEDURE

If the fire alarm sounds continuously, or if you are instructed to do so, you must leave the
building by the nearest available exit. You will be directed to the nearest exit by uniformed
custodians. It is vital you follow their instructions.

You should proceed calmly; do not run and do not use the lifts.
Do not stop to collect personal belongings

Once you are outside, please do not wait immediately next to the building, but move some
distance away and await further instructions.

Do not re-enter the building until told to do so.




Putting the Community First EEE

LONDON BOROUGH

AGENDA ITEM 6

Meeting
Date

Subject

Report of
Summary

Pension Fund Committee
6 June 2013

External Auditor: Audit Approach
Memorandum for the year ended 31
March 2013

Chief Operating Officer
To note a detailed Audit Approach Memorandum report

from the external auditors for the year ended 31 March
2013.

Officer Contributors

Status (public or exempt)
Wards Affected
Key Decision

Reason for urgency /
exemption from call-in

Function of
Enclosures

Contact for Further
Information:

www.barnet.gov.uk

John Hooton, Deputy Chief Operating Officer
lain Millar, Head of Treasury

Public

Not Applicable
Not Applicable
Not Applicable

Council
Audit Memorandum 31 March 2013

lain Millar, Head of Treasury Services
0208 359 7126




1.1

2.1

3.1

41

5.1

6.1

6.2

71

8.1

9.1

RECOMMENDATIONS

That the audit strategy for the 2012/2013 external audit be noted
RELEVANT PREVIOUS DECISIONS

None

CORPORATE PRIORITIES AND POLICY CONSIDERATIONS

Effective monitoring of the Pension Fund will provide support towards the
Council’s corporate priorities

RISK MANAGEMENT ISSUES

A positive external audit opinion on the Pension Fund’s Annual Report plays
an essential and key role in providing assurance that Barnet’s financial risks
are managed in an environment of sound stewardship and control.

EQUALITIES AND DIVERSITY ISSUES

Accurate financial reporting is important to ensure the management of
resources to enable the equitable delivery of services to all members of the
community and to reduce the differential impact of the services received by all
of Barnet’s diverse communities

USE OF RESOURCES IMPLICATIONS (Finance, Procurement,
Performance & Value for Money, Staffing, IT, Property, Sustainability)

This report sets out the framework for the assessment of the Pension Fund’s
financial reporting and management as well as value for money.

The external audit fees for 2012-13 are £20,226 and were £35,000 in 2011-12.

LEGAL ISSUES
None other than contained in the body of the report and appendix.

CONSTITUTIONAL POWERS (Relevant section from the Constitution,
Key/Non-Key Decision)

Constitution — Part 3 Responsibility for Functions —Responsibility for Council
Functions delegated to the Pension Fund Committee through the Pension
Fund Governance Compliance Statement.

BACKGROUND INFORMATION
In accordance with International Standard on Auditing (UK and Ireland) 260, the

memorandum highlights the key elements of the external auditor’s proposed
audit strategy for the benefit of those charged with governance.



9.2 The key audit issues include:

Valuation and existence of investments
Completeness and accuracy of contributions
Completeness, accuracy and validity of benefits

Ensure the accounts format and disclosure are consistent with the
requirements of IFRS

e Ensure compliance with the Pensions SORP, as applicable to LGPS

9.3  The audit will also provide a follow up on the previous period’s detailed
findings and outline the cost of the audit.

10. LIST OF BACKGROUND PAPERS

10.1 None

Cleared by Finance (Officer’s initials) MT

Cleared by Legal (Officer’s initials) SS




This page is intentionally left blank



woo16yn@zesied peyed I3
c0ce 82cLL0c0 L

abieyn-u|

za9jeH peyed

woo B N@|Iebp3-sewoyl 3
881€82/.020 1
Jabeuep 1pny

1196p3 woy

woo1b)yn®saybnyined 3
9G¢¢ 8¢LL0c0 1

pea Juswabebug

saybnH |ned

€10C YdIe|N LE PIpusd Jea)

pun,J UoIsSudJ
1UIEg JO USN0JOg UOPUO| Ay, J0J
Utld 4Py

uojuloy | Juelo) o



-asodmd rompo Lue F03 papusiur Jou J03 poredard
j0u seam 130dox sra se 930dor SIYI JO JU2IUOD Y} JO SISEQ O} VO Funde WOIj SUIUTLIJaF JO
‘Sunoe Lred panp Lue 01 PauoIsedd0 ssof Aue 103 Lriqisuodsar Aue 1doddE 10U Op 9\ IUISTOD
vonpa jord ino nowm ared ur Jo d[oym ur pajonb 9q J0u poys pue IFouaq Fnok Joj
Apo10s paredard uoaq sey 130dor SIY T, *S[ONTOD [LUINUL FNOK UL $95s9UEaM AU JO [IDUNOY) )
10933¢ Aewr yoIyA SYSIF U JO [[& Suniodas 105 nok 01 s[qrsuodsar paYy 2 10UUEd am semnonied
ur pue 98ueyd 01 199[qns oq Aewr YOIYM ‘SIONBW JTLAD[II O [[B JO PIOIIF dAISUIYrdwod
v 10U st 3] ‘ssad0id ypne o jo 1red se nof 01 pairodar 9q 01 Padu AN M YDA
‘UONUINE FNO 0) SWOD IAPY YDA SIONEW Il 01 A[UO 93e[e1 130daF ST JO SIUAIVOD YT,



| d71yin uooyL Jueso €0z @ I

20UPUIIAOS TPIA PITILYD 9SOUI IIM SIONEW IIPNE JO UONEIUNUWIWO)) '] |
souapuadopur pue $99,1 0]

wea) IO pue SOUSISOT *6

SFOM WINUT 'g

SYSTF Y10 L

PIRUIPE SYSIF JULIPIUTIG °9

SYSIF UO Pasndoj JIpne uy ‘4

yoeordde ypne mQ ¢

JIpNE OU3 PUE $SOUISN( N0 01 JULAI[AI SIUIWdOPAI(T 7

uonONpoONUY ']

uoi}oos

SIUIVO)




| d71yin uousoyy Jueso ¢Loz @ OO

JIpne s 3ea£ STy} SULIMP SF901YJO PUN,] UOISUIJ (1A SUYFOM O] PFEAIO] JOOT A\

‘[Fe39P 9I0W UT INO SIYI $39S Y2rym suniodox
JIpNe pUE JIPNE 9Y3 JOJ 9[EISIWN d} SIPNIUT UE[J SIYI JO 9] 95 “Feak oy Summnp syurod £93 3 no& 01 JFoM JIpne INO WOy SSUIPUY Put $$91507d 21edTUNWIWIOD [[IA 9 A\

S[FOM JIPNE JO SI[NSIT Y SUNEITUNUIUIOT)

"siuawels [erUELY o) Jo wonesedard oy 307 sanmiqrsuodsar 19Ul JO 90UBUISA0S TIIM PaSIEYd 2SO} JO JUDWSeUL
JAJI[9F JOU SIOP SIUIWIIEIS [BIDUEUL ) JO JIPNE YT, "9OULUIIAOS I PIFIEYD 9SO JO IYSISIOAO 93 (I JuswaFeuews £q paredord uoaq oAkl Jey) SIUSWILIS
[eIdURUY PUnN,] UOISUSJ 9u3 U0 uorurdo ue 9AIS 01 pue (Pue[eI] Put 3()) SYS] RIA 9dULPI0IE UL IIPNE 93 Surwirojrod 503 o[qrsuodsas oJe om SIOIPNE [BUFIIXD Sy

sanqisuodsar mQ

93ed WIOJ SIUNOJE PUN,] UOISUIJ 9U) YITYM JO [[EIOAO SIUDWIDIEIS [E[OULUY §,[DUNOT) 9} JOJ 90ULUFIAOS [IIM PISFeyd

Apoq a1 s 99NTWWOT) NPNY §,[IPUNO7) a1 I1 330doT OS[e [[IM 94\ "(097 (PUL[I] 29 S[()) SURIPNY UO PFEPUEIS [BUONBUINUT [PIA 9DUEBPIOIIE UT UONLIDPISUOD JOJ PUN,]
UOISUD Y} JOJ 9DUBUIIAOS (IIM PISILYD SO SE 991I[WWO.) PUN,] UOISUIJ U3 03 31 130d2T 94\ “IUIWOSEUBW LM SYSTF £33 JO UOISSNOSIP PUE JUIWISSISSE JSIT IPNE
IO TO paseq 11 pordwiod 9ABY 94\ "PUN,] UOISUD I2UTeq JO YSN0OIOg TOPUOT F0J A3913IS IIPNE [LUINXD ¢ T /71 INO JO syuawop £ oy SIYSIYSIY Ue[J IPNY STYT,

asoding

aononpo.nuy




‘pun4

uoisuad ay} Jo uonesjsiuiwpe

ay)} uo aAey Aew siy} 10edwi

9y} ssasse 0} Juswabeuew yym
anbojelp Jeinbas uigjulew [jIm app

‘Aessaoau JI ABajels

Bunsa) Jno isnlpe pue pung

uolsuad ay} Aq p|ay sjuawi}sanul

1o ainjeu ay) uo sabueyo Aue
Jo joedwi 8y} JopISUOD [[IM OAN -

*9ouBUIaN0b ym

pablieyo asoy) pue juswebeuew

JOIUBS YJM SUOISSNIsIp Jeinbas

Jno ybnouyy ABajelis Juswisanul

S,pun4 uoisuad ay} o} apew Bulaqg
sobueyo Aue Jojluow [|IMm AN .

‘aoueusanob

ypum pabieyd asoy) Yjm suiaouod
Aue asiel [|Im 9\ "puny} uoisuad
8y} JO uolessIuIWPE By} Uo

aney Aew siyj 1oedw ay} ssasse
0} Juswabeuew yjm anbojelp
Je|nBai urejuiew |Im SpA

| 77N uojwoy] juei ¢loz © O

asuodsal unQ

‘SJUBWISJE]S |BIDUBULY

€1/210g @y} uo oedwi Aue
aAey 0} }| }oadxa Jou op am ¥10Z
judy wouy saiidde abueyo ay) sy

-ajeldoidde

alaym mala e Buipiaosd
‘aoueusanob yym pabieyd asoyy
pue juswabeuew JojUas YIm
sBuneaw Jeinbai ano ybnouy
pun4 uoisuad ay} yyum sabueyo
2y} Jo 1oedwl 8y} SSNISIP [|IM DA\

‘Bunse} aAnueISqNs

1no ybBnouyy sonoeld Jo

2apo9 Y4dID 8y} Jo sjuswalinbal
8y} yum salidwos pung

uoIsuad ay} ey} aInsua [|IM SN

‘Alenjoe

ay} yum anbojelp Jenbal pue
Atenjoe ayy 0} ssed 0} uojewWIOUI
ay} Bunessiuiwpe Jo swlay ul
awl} ,spuny uoisuad uo spuewaq

uolen|eA [eluuai] ‘g

‘S}oy eW JUSLISAAUI
Jo ainjeu Buibueyd ayj se ||om se
spuewsap asay) 0} puodsal 0} 8|qe
8 0} paau saIbo)el)s JUBWISaAUl
punj uoisuad “Ieak ul sUoiNgUIU0D
AqQ paianoo jou ale jey) a|qefed
S}iJauaq UO puewWdp By} punj 0}
S}osse Wolj meipypm o) buuinbal

AlBuiseaioul ale spunj uoisuad -

puny
uoisuad — sainssaid |eloueuld

‘sjuswoabuelie 8oUBIOASS UM
Buljesap ul spuny uoisuad [10UNOD
uo peojpjiom [euonippe Buioed
$9l0UBPUNPAI PUE JuBWIISI
Alea Buuayo ale salpoq
BunnguUIuoo aloym uonelsiuiwupe
suoisuad Buibeuey

sa1poq papiwpe pue

pajnpayos — sainssald [eldueuld ‘¢

v10¢

[udy | woly (VD) dwayos
sBuiuies panjen-al abeiane
199189 J0 Uonieyuswa|dwl

ay} Jo Joedwi ay} Joj Buluue|d

Y102 Sd91°¢

'€10Z Ul spuny uoisuad
10} s)uUnoodoe e|dwexe Jo }os
pasiaal e Jo uonedlignd Y4410

Buniodal jeloueulq’L

sjuawadinbai Jayjo pue syuswdojanaq

"20ULPING PAIEIDOSSE PUE

20MOEI [ JPNY JO 9PO7) S UT INO 138 SE SIUDWIIMNbIJT JIpne [euoney JO 1UN0IIE dYE) PUE J0I23s o) U s1uawdo[aasp 493 Jo 10edwir o) JOPISUOD Os[e am Jpne Jno Juruue[d Uy

JIpNe OY) PUE SSAUISN( JNOA 0} JUeAI[2I SGDEQOENVDQ




S|0J3U0d pue
sassasoud sjuawnooq

yodal pue apnjouo)

Sjuswiaje)s [eloueul

sainpeooid jipne |eisuss

~~

sisloweled

[1e}ep JO S}1So] e

WA Juens|al Buisn s Malnal
LRINENEAN e10p as/jeuy Indino poday [eonAjeue
SAUEISONS e SAUEISONS e
Ileop JO 1S9 o S|0JJU0D 1S3 e
ejep JnoA

1080X3

I
(¢@oueljaa j0a3u09 pauue)d)
KBajenys jipne asinaQg

(svsl1) Bunipny uo spiepuelg

|euoneulaju] Yy3m asueljdwod sainsug

CLIETITY
Jipne salo}s

MBIA JIe}
pue anl} e moys Jabuo| ou pjnom
SJUBWIS}E)S [BIOUBUL BU} ‘9INSO[OSIP
-Uou 10 UoISSIWO S} ybnouayy ‘ji
SjuBWIS}e)S [BIOUBUL BU} O} [eHajew
poISPISUOD 8¢ PINOM W)l Uy "B
SJoN

alemyos jipne pue
KBojopoyjaw jeqo|b
ano Buisn yiomaweuy
aoijoeud Jo

9p0J V4dID 3y} yum
sjoadsal Jeusjew
|le ui pasedaud

pue juawaje)ssiw
|eLiajew wo.y

93l a1e 3|OyM B Se
sjuswaje}s [eloueulq
9y} Jey} asueinsse
a|qeuoseal ujejqo

0} uejd jipne dojanag

o
| dT1MN uojuioy) eso g0z @ =l

sweuboud jipne
slojie} pue sajealn

Ja8efop

saoue|eq sjnsal s Jeak
|euale ay) Bunenjeas «

Sysu snooy
BUI0 sjuswabeuew :

Buipueisiapun

SysuU ssauisng ay}
jueoyiubis Buipueisiapun «

sysi Amue syy pue

JUBWIUOIIAUS By}

Juaiayu|

Buipuejsiepun

ABojouyo9} Jipne |eqo|o

yoeordde yrpne ()




\ ON pi[eA jou AJIAIOE JUSW)SaAU| 18U10

SUON
[eusiew J| A OoN SUON
By
[eusiew J| A ON SUON

éaouelal s

|oJ3uod juswiaje)ssiw
¢bunsa) aanuelsqgng pauue|d ysIy jo uonduosaqg |euaje

dT1MN uojuioyL Juei €,0¢ ©

awooul
wn uswisaAU uswijsaAu
nipa Sjus ]S so usw)ss

MO

slanes| Jo

sjuswAed JUNO29e UOo pue

MO Jjousg SOA 0} sjuswiAed

wnipsiy
awayos ay}

MO 0} ul siajsuel] SOA ul sisjsuel |

wnipsiy II

éaouejeq
(jera3ew

919h9 Ajrenuajod

uonjoesuel] 10) [ede

“3unsa) 9ARULISNS PI[ILIDP INO AFTED JOU OP A [ELIILW JOU ST SJUNOIDE
O3 UT W2IT U 939\ 'SODUL[E] [ELI9IEW JO SUNSI) DATIUEISCNS OYEIFIOPUN [[IA A\ “JUIWIIEISSIW JO ISIF & POJHUIPI JOU SBY JUIWSSISSE ST () — SUON]

*S[OTOD UO £[oF LD oM 2JOYM PIONPIT 2q [[IA YIIUM JO [9A9] 9 ‘Sunsa)
9ADULISNS IYEIFIPUN PUE S[OFITVOD SSISSE [[IA A\ "SIPNE SILIL snojadxd WOIJ PIFNUIPT SINSST PUE $I3ULYD WIsAs ‘O[dwrexs 103 ‘woIy SUIsIie sYSII pue
SUONDESUEH JO SIOQUINU 953¢[ ‘SoN[eA YSIY 978 9F9Y3 9JOUA SIDUL[E] PUE SI[IAD UONIESUER 950 A[[ea1dA) oxe JUSW0ILISSIW [ELIdIBW JO SYSI IR0 — I_YIQ

“3unsal oAnuEISqNS Pa[TEIdp o A37ed pue sysix oy} punoze (9[qeardde J1) S[OFIVOD JO JUIWSSISSE UL I[LITIPUN I 3\ “JUIWILISSTW JO NSII
(uoroyur) Suld[Fopun YSIY © ST 979} 9I9UM SEIFE 9SO JO JUIWIFPN| [BIIAIew JO SLIFE ‘SUONILsuLs) aunnoi-uou A[[edrdf) ore sysi 1uLdIusIg — JUBDHIUSIg

:A0[2q UIAIS 93E JFOM PIILIDOSSE PUE SIF JO [9AJ] 9} JO SUONTUYI(]
"301295 U} SUNDI9JJE SYSIF [UONLU 91 JO MIAdF put uruued FNO YSNOIY) PIYNUIPI ALY IM SYSIF 9L} UO $osnd0J ypeordde Jrpne Jno Moy smots Mo[q I[qel
9T, "SIUNOIDE U3 UT JUIWIDIEISSIW [BLIOIBW JO YSIF & PILIUIPT DALY oM IJOUA SEIFE 9SOUI TO 1J0FJ9 JIPNE SND0J 94 AQOFoyM IIPNE PISeq JSIF & OYEIFOPUN d A\

SYSIF UO pasnoo] 1ipnt uy/

-
i



N
[ dT1)N uoyuioyy e g0z @ v

SJUBWIISBAUI
‘sjuswAed senljiqel|
[eLSleW J| A ON BUON Mo neusg ON walny

8UON Mo
1081100
10U JUBWaINSESBW 8N|eA Jie
\, ON PI[EA 10U SJUBW}SBAU| Y10 wnipsy SJUSW}SOAU| SOA SJUBWI}SBAU|
8UON MO
awooul
x ON ‘leusreww| SUON Mo SJUSW}SaAU| ON uo sexe|
BYI0 wnipapy

jaouejeq
jaosueinsse &su (jer193ew

S|0J3u09 jusawiajelssiw ysu 919A9 Ajjenuajod
¢bunsa) aanueysqng pauue|d )SIy jo uonduoasaq |euaje |y juaiayu] uoljoesuel] 10) [eLId)e\

(ponunUO02) SISIF VO Pasndo0j JIpne Uy




suopnoesuel) JuedoyiubIS [BENSNUN JO MBINDY
saljua sjeudnol jo bunsa] o
juswabeuew Ag spew suoisioap pue sjuswabpnl ‘sajewnss Bununoooe Aue Jo MaINSY e

SWieaJ}s 8WwooUl JUSLWISaAUI PUB UOIINGLIU0D [Bualew uo Bunse) sjdwes Jo souewloped e

awooul
JUBW}SBAUI pUB SUOINQLIIUOD U}0g Jo} saoljod uoiubooal enuaAal Jo Buiss) pue mainey e

sainpasoud jipne aAjue}sqng

‘saniua ||e ul juasaid
S1 S|0J}UOD JO BPLIBAO Judswabeuew Jo ¥si 8y}
1ey} ysu pawnsaud e s| alay} 0tZ VS| Jepun

"anuaAal Jo uoniubooal sadoidwi ayy

0} 8np paje)ssiW 8q Aew (SUOHNJLIIUOD pue
aWBYOS 8y} OJUl SI8JSUE) ‘DW0oUl JUBWSBAU
Sk paJsapISU0d SABY M pun4 Uoisuad

8y} Jo sesodind 8y} Joy YoIym) anusiel

1y} ysu pawnsald e si aiay) 02 VSI Jepun

uonduasag

| d771 YN uojuioy] eI ¢L0z @

S]0J3u0d
JO 9pLLIdAO Judwabeue|y

9NUBAIY

s Jueoyubis

MO PaISI[ 27 YIIYM (SYS] — SURIPNY UO SPIEPULIS [EUONBUINU]) SPFEpPUEIS SUNIpne Jopun
supne [re 03 9[qedrdde oxe YOIYM SYSIF JUBDHTUSTS pawnsard om] oJe 919U ], "'POFRUIPI DALY M UOIUA JUITIIILISSIW [ELFOIBW JO SISIT JULIYIUSIS 9U3 SUIPNO 9M UONIIS ST U]

(1€ VSD Aureirooun

JUDTWOINSEIW JULIYTUSIS ST 93913 YDIYM JOJ SIIBWNSI SUNUNOIIE JO 1udwdo[oAdp o3 apnour Aew syonew [eruawadpn [ ‘Apuanbasjur ;oo 910J03913 18} PUE QInIeu
30 9ZI$ 01 aNP JOIPA [ensnuUN o3 JBY) SUONILSTLI) OF¢ SUONIESTLI) dUNNOI-UON] "SFONEW [EIUIWISPN[ pue SUONDIESUEI) dUNNOI-UOU JUEDITUSIS O 9JB[9F UIJO SYSTI JULIYTUSIS,

POIRUDPI SYSII JULIHIUTIG

(42)
i



4

lzo <

‘paule|dxa
Ajuojoeysies ale spualy pajoadxaun Aue jeyl ainsua 0} siauoisuad Bunnguuod Jo siaquinu
pue sjjolAed Apoq Jaquiaw ul sabueyd 0} 9ouaId)al YIIM POAISDI SUOIINGLIIUOD aSIjeuonel [|IM S N

"$81P0(Q JoquiaW WoJj SUOHNALU0D
pajoadxa ||e seAIgdal ]l 1Y) 8insus 0} sajelado pun UoISUsd a8y} S|0J1UOD 8y) 1S8] |[IM SN 1081102 10U SUONNQLIIUOD PBPIOIDY suofnquiuod

"spJooal
Bununoooe sy Ul suoioesuel) 0} pasedwod ag os|e ||im soisie)s diysiaquiaw Uo SJUSWSAOW 8y |

‘paule|dxa AjLI0}oB)SIjeS 9JB SpuUdJ) [ensnun
Aue 1ey) ainsus 03 siseq Ajyjuow e uo pied suoisuad Buedwod yym Jayiaboy jeak ayy ul paidde
S9SBaloul pue siaquinu Jauoisuad ul sabueys 0] aoualsjal Ym pied suoisuad Malnal ||IM DA

"POMO[|0} UdaQ SABY pun4 uoisuad ay} Aq pajelado
s2INpa204d [0J3UOD [BUIBIUI pUB Pajl A}081109 S| uonejuawnoop ajeudoidde ay; jje 1ey) ainsud
0] paubisap si Bunsal syl "So|i} Jaquiaw dy} 0} 8duaI8jal AQ palsa) aJe YdIym Spunjal pue sjijausq pajejsiapun Ajjigel

wns dwn| ‘{(Bunsixa pue mau) juswAed ul suoisuad ‘siajsuel) [enpiAlpul Jo ajdWes e 199|9s ||IM S\ swieo/paindwod Apadoidwi syyeusg sjuswhed jyauag
‘siebeuew puny pue ueipoisnd ay} Aq
papiaoid uonjewlojul pajielap 0} ¥oeq Jeak ay) buunp sjesodsip pue sajes jo sjdwes e 1sa} |[IM SN
‘uonejuawnoop |ebs| 0] Jusweaibe Aq Jo sueipoisno Juspuadspul
UM Aj308.1p pawipuod aq [|IM SJUSWISOAUL JO 92Ud)SIXd 8y “(sjuawilsaul Auadold 1081ip pue
SJUBWISaAUI pajonbun) uonenjea ayy ul pasn suondwnsse ay) buissasse A||eonuo Aq 1o (sjuswisaaul
pajonb) paysiignd aiaym saainos Aued paiyy 0} seoud Buieaibe Aq sjdwes ay) Jo uonen|ea ay} 1S9}

uay) pue pua Jeak ay) 1e awsyos ay) AQ play SIUSW]SSaAUI [BNPIAIPUI 8U) JO 8|dWES & 108|388 [|IM S\ 1081100 JOU JuBWINSEAW BN|eA Jie
"seouelIBA AUB 10} suoneue|dxa ¥88s pue SpJ0dal UMO S,pun- Uoisuad sy} pue pI[EA 10U AJAIIOB SJUSW)SaAU|
uelpoIsno ay) ‘sisbeuew puny ey Aq papIAcid UOIBULIOJUI USSMIS] UOIEIIDU0DS. 8} MBIASI ||IM AN PIeA 10U SJUBLISOAU| Sjuswisaaul
ainpasoud jipne pauue|d uonduosaqg sysu ajqissod

Kiqeuoseas JayiQ
“(G1¢ VSI) seanpadoid sanueisqns woij A[uo

PaUTEICO 9DUDIPTAD JIPNE I [9A9] MO £[qe1dodde UB 01 [9AD] UONIISSE I} I8 JUIWDILISSIU [ETIIEW JO SYSII 913 9onpax 03 o[qesnderd yo o[qrssod j0u s1 31 Quawidpn/ s yoypne
SU UT “YOTUYA JOJ SYSIF 9SO IDAO ‘SINTANIE [0FIVOD JULAI[F SUIPNOUT ‘S[OFIVOD $ AINTD 93 JO UONLIUdWI[dW 93 SUTUIIIIP PUL USISOP 93 2JeN[EAd P[NOYS JOIPNE T,

SYSIF YO




| d771 YN uojuioy] eI ¢L0z @

‘ABajenys Bunsay Aijus jeusnol uno Buluiwislap jo ued se ‘pun4 uoisuad
ay} 4o} syuswalinbai oyoads Aue Buipnjoul ‘sainpasoid pue saioljod Alua [eulnol s,IounoD ay) MaIASI ||IM AN s|oJjuod A13ua jeuinop

"SJUBWBIE]S [BloUBUL PUNH UOISUS 8Y) PUB SJUSWS)E)S |eloueul)
urew ayj jo uononpold sy} Yyjog Buinioddns [0J3UOD [BUISIUI JO WB)SAS S,[I0UNOD BY} JO MBIASI [[BJOAO 8U]} JO
Med se ‘JusWUoIAUS [04JU0D ]| [elausBl ay) Jo Mainal [9A8] YBiy e wiopad [jim isiieloads swis)sAs uoiewloul JnO sjo3uo9 (11) ABojouyo9) uoijeWIOU] JO MIIADY

‘SjuaLB]e)S [eloUBUL B} 0} JUSWSIR]SSIW [BlIS)ew JO YySu e Juasald 0] JopISuod am
a|qefed syjyauaq pue 8|qeAld9al SUOIINGLIIUOD 10} S|0JIU0D WBIsAS Aoy ay} Jo pala|dwod aq |Im s1sd) ybnodypjepn Buiysay ybnoaypjlepm

"UOI}BJaPISUOD 10} 930D pun- Uoisuad
ay} 0} pue Juswabeuew o} ABajelis Bunsa) Ino 0} ayew am syuswisnipe ay) pue asay} podas ajeudoidde aiaym
pue Bunsa} Jno Uo aAeY 8say) Joedull 8Y) JOPISUOD [[IM M SOSSSUNEOM |0J3UOD SBIIJUSPI JIPNY [BUISIU| SIOUAA
"SJUBWIB]E]S [BIDUBUL PUNH UOISUS 8y} Jo uononpold ay) Buioddns sjosjuod waysAs Aay uo €1/2102
Buunp uaeuapun YoM JIpNY [BUISIU| JO S}NSaJ BY} JOPISUOD ||IM dM JIpNE pun4 uoisuad ay} jo sesodind

8y} JO4 ‘lIpne sjuswaje)s |eldueul} Ulew Jno jo Jed se sjuswabuelle |[BJaA0 SHPNY [BUIBIU| MBIASI ||IM AN Jpny |eulaju]

paw.oyad aq 03} YoM

$[o7u0d (1) A30[0UYd9 ], UONEWIOJU] JO MITAIT &

JUDWIIBISSIW [EIFIILI JO YSIF & PILNUIPI ALY 2M JIDUM SEIJE UT SUIPULISIOPUN N0 3od st payuswa[dwy o3¢ S[ORU0D IIIUM WHJUOD 01 SUNsI) YSNOIYIEs
swlsAs Uyl L9 §,pUNJ UOISUSJ o) TO YIOM SIIPNE [BUINUT .

UOoROUNY JIPNE [BUIIUT O} JO SSOUIANDIIII 9 &

:PoIOPISUOD 01 PUIUT oM YIOMP[OY IIPNE SIUNOIIE [EUY JNO JO DULAPE U PUE JIOM JIPNE WIFAUT o1 JO 1red sy

adoog

Jrom Jipne Wirlu]

Lo
i



uodal |lenuue
pue juswaje}s |eloueul
ay} Jo uoluido anss|

sBuipuly Jno uodal 0y
Bunesw sapiwWwWo) JIpny
sbuipuyy

ino uodal o} Bunssw
29)ILIWOY SuoIsuad

Bunesw
aouelses|d sbuipuy upny

$92UBWIWOD
NJOMp|al} pus Jes

99)ILIWO) pun4 uoisuad

0} pajuasaud ueld yipne ay |

3JOM 8)IS WIslu| pauue|d

iAoy

€1/20/92
Ag

(03 @3ep)
€1/20/92
Ag

(2q3 83ep)

€LIL0/S)
Ag

€1/90/0€

Ag

€1/90/01

€1/190/¥0

€L1v0/80

ojeq

| d77)n uoloy L Jueis €10z ©

woo16 ) N@zasseH peyed 3J
/99921 G6/0 N

202g€ 8¢//. 020 L

abieyo-u|

Z99)eH peye

woo 16 n®|ebp3 sewoy] 3
08l 95% 08820 IN

881€ 82,2020 L
Jabeuep ypny
118bp3 woy

woo16)yn®saybny’ned 3
€9/ 282 09820 IN

9622 8¢/, 020 L
peaT juawabebugy

saybnH [ned
wea} i1nQ
3ipne ano jo saseyd Aay]
Bunuodau JISIA JISIA
Jouqgag
Jjuonajdwor Sjunodde |eul jipne wiiaju|
O

AAAA NANIN

AAAA NNIN €1/90/01 €1/170/80

319A2 jipne ay L

wedl JNO PUE SONSISO|

(o]
i



1)

"SPFEPUEIG [EITYI] S,PFeog
$90N0EIJ SUNIPNY 93 JO JudwIMbox oy 109w 01 saIpadoixd pue saprod paruswo[dwr 9ABY 9M 1B WIFUOD A\

JIpNE ) JO VOTSNIUVOD
o1 & 330do3 SUIPUL] BIPNY FNO UL PIPNIUL 3 [[IA SIIIATIS JIPNE-UOU PUE I[PNE JOJ PISILYD S99 [[& JO S[IeIap [[N,]

"SIUSWIIEIS [B[OUBUY
o1 uo uvorurdo 2A1Y9(qo Uk ssoIdxD 01 O[qE oFE PUE JUSPUIdOPUT 93t I JEY] WIFUOD I 9FOJIIFIY) PUE SPIEPULIS

[eSTRE S, pFeog] $0NdEIJ SunIpny o) Y pardwiod aaey 29X\ "UONU21IE FNOK 0 MBI 01 YSIM JO pasmbax
o8 2M T} s303TpNE St 20Uapuadopur Ao o 1oedwr 1B SIANELW JO $108F JUEDYIUSIS OU 93¢ 239U 1BY) WITFUOD X\

S21Yy})o pue asuapuadapu]

I'N SUON
3 so94 ERITNETS

S9DIAIDS 19Y}0 10} S99

| d77)n uoloy L Jueis €10z ©

suoneue[dxo opraoxd o1 pue
uoneWIOJuT 93820[ sn d[at] 03 JJels SUNUNOIOE puE
JUSWASEULW J[E[TEAL IYEUW [[IA PUNJ UOISUIJ Y], e
ApueonyTudrs pagueyd 10U 2ABY SINIANDL
$)I PUE PUNJ UOISUdJ U3 pue Ipne o) Jo odods oY1, e
151 3sanboax wonewroyur uodn pPaside oy P
90UBPIOIDE UT PUE $9IEP Paarse o Aq parddns ore
$IUNODOE I} UT $2INTT [[E 03 soMpayds Sunroddng o

LV A JO AISN[OXD 0JB S32] IN() o

:apnjoul suondwnsse aaj AnQ

922'07 JpNe puny uoisusd

3

so994

20uapuadopur pue $99,]

N~
i



11

2 uJ90u0d Bulob 0} uoneas ul siepew Juedyiubls
2 saied pajejal ypm uoipoauuod ul Buisue siapew jueoniubis
2 SJUBWIA)B}SSIW Pa}oalIodun
P Japeuw jo siseydwa Jo ‘podad sJo}ipne ay) 0} suoljesiipow pajoadxg
2 suone|nbal pue sme| Yyym aosueldwod uoN
S]UBWIa)e]S |elouUBUL BY) JO JUBLWS]RISSIW [BlI}EW Ul S}NSaJ YdIym
2 sJay}o Jo/pue Juswabeuew BuiAjoAUl pnelj JO UoIoIdsNS 10 UOIIBOIIIUSP|
A ypne ay} BulNp paiiluUspI [0JjUOD [BUJIBIUI U SOSSSUNEBOM |ELBIEIN
aouspuadapul 0} sjealy} o} paidde spienbajes Jo s|ielaq
‘pabieyo ses) yum Jayiaboy ‘swuiy yiomiau
pue 477 MN uojuioy] jueis) Agq pawliopad }Iom Jipne-uou Jo sjielaq
‘@ouspuadapul uo Jeaq o} Jybnouy) aq
1ybBiw yoiym siapew Jayjo pue sdiysuoiejal ‘eouspuadapul Buipiebal
2 P sjuawalinbal [eolyle JueAsjal yim paljdwod aAey am Jey} Juswale)s
Py P Aanoalgo pue aouspuadapul Jo uonewlyuo)
1ybnos usaq aAey jey) suoljeluasaidal usjlIm pue jipne ay)
Bulnp Buisiue anssi pue siapew juedyiubis ‘saonoeld Buniodal |eloueuly
2 pue Bununoooe sAjus ay) Jo sjoadse aAleliienb ay) Inoge sMaip
SUOIIEOIUNWIWOD JO JUdjU0d |eJduab pajoadxs pue
P Buiwn ‘wio- ypne ay} jo Buiwn pue adoos pauue|d 8y} JO MBIAIBAQ
aoueulanob yim
2 pablieyo ssoyjpuswabeuew pue Jojipne Jo sanljiqisuodsal aAnoadsay
sBuipuy  ued ue|d uonesIUNWIWO INQO

ypny jpny

| d771 YN uojuioy] eI ¢L0z @

‘sanl|iqisuodsal Jiay) Jo aoueuIan0b yym pabieys asoyy
Jo Juswabeuew aAalja] J0U SB0P SJUBWS]L)S [BIDUBUIL S,pUN) UOISUSH U} JO JIpne ay |

"8p0D 8y} Japun SUOISN|OU0D
Ino Buiyoeas usym sysui A8y s,pun UOISUSH BY) SISPISUOD HIOM INQ "HJOM paullLIB}ep
A||eoo| pue paquosaid Ajjeuoneu sepnjoul pue UoISSIWWO) Jipny 8y} Ag panssi (,8poD
ay),) 8211014 1PNy JO 8p0D 8y} YIM 80UBpIodoe Ul }8s SI awwelbold yiom [enuue inQ

‘sJeyjew aoueulanob pue asueuly

BullaA0d JWal peoliq e aABY M ‘Si0}ipne [Buldlxa SY "pue|buz ul saipoq 21ignd [e20] 0}
sJojipne [euaxa Bunuiodde Joy ajqisuodsal Apoq 8y} ‘uoissIWWo) Ipny ay) Aq siojipne
|eulaixa Juspuadapul S,pun4 UOISUad pue [IDUn0) ay} se pajulodde usaq aney ap\

*(N"AOD UOISSILIWOD
SIIPNE"MMM) UOISSILWWOD PNy 8y} Aq panssi saipog palipny pue sio}ipny
0 saljigisuodsay JO JuUswalelS ay) Jo 1Xajuo0d ay) ul pasedaid usaq sey ueld siy |

sanliqisuodsal aAl3oadsay

"aouUBRUIBA0B Uyim pabieyo asoy) o) Jodal e eIA Jo Ajjewloul Jayue ‘siseq
Ajown e uo upne ay) Bunosye sbuipuly paloadxaun Jo 8sI8APE Aue 8)edIUNWIWOD ||IM SN

‘PaAj0Sal USaq 9ABY 9S8} MOy 0} Se uoljeue|dxa

ue yum Jayiebo) ‘Jipne ayj wodj Buisiie siajew Jayjo pue sanss| Aoy ussald [jim

pue sjuswa)e;s |eloueul} 8y} jo [eacidde o0y Joud panssi 8q |[IM SBUIpuUld IpNY 8y Sjiym
‘Upne ay} Jaaliep o} ueld pue ABajel)s JIpne Jno SauljINo ‘Ueld Jipny 8yl Juswnoop siyl
‘ayisoddo ajge} 8y} ul N0 }8S am

yolym pue ‘@oueulanob yum pabieyd asoy) yjim 8)eaiunwiwiod o} padinbal ale am ydiym
siapew aquosald ‘syS| 1aylo se [|am se ‘09z (VS]) Bunipny uo spiepuels [euoieulalu]

JDUBUIIAOS YIIM PIFTLYD 9SOYI YIIM STD1IBW IIPNE JO UONEITUNWIIO )

[ee]
i



)Nn'09°uojuloy-jueld

"SJUBI[O O} SBOINIBS
apinoid JOU S8Op [BUORBUIBU| UOJUIOY ] JUBIS) “JBUJOUE BUO JO
SaI)IAIOE 10 SOOIAIBS BU) 0} B]qISuodsal Jou ale YOIYm ‘Swlly Jaguusw
Aq Apuspuadapul paianlep ale saoiAeg “diysiaupied apimplom

€ J0U 8Je SWI JaqUIBW 8y} pue [BUOHBUIBJU| UOJUIOY] JUBlS)
'$aJinbaJ 1X8JU0D By} Se ‘SULIY JagLISW 8I0W IO U0 0} Jajel pue
ajelado suly JagLuaW UOJUIOY ] JUBIS) BU) YoIym Japun puelq ay) o)
8l ,UOJUIOY] JUBID), O} S8OUBIARY *([eUuoljeuIsiu| UOUIOY ] Juels))
pI7 [euoneuIB)U| UOJUIOY ] JUBIS) JO Wl JOGUISW B S| UOJUIoY ] JuelS)

“diysseuped Ayjiqer)
pajiwi| & ‘d 77 MN UOJUIOY] JUBIS) SUEsW UOjuIoY] JUeIS),

‘Pansesal SyBLI Y "dTT NN UojUIoy L Juel9 €107 ©

uojuloy | Juels) o

19



This page is intentionally left blank

20



Putting the Community First BEE

LONDON BOROUGH

AGENDA ITEM 7

Meeting
Date

Subject

Report of
Summary

Pension Fund Committee
6 June 2013

Update on Admitted Body
Organisations

Chief Operating Officer

This report updates the Committee on the Admitted
Bodies participating in the Local Government Pension
Scheme Fund administered by the London Borough
of Barnet

Officer Contributors

Status (public or exempt)
Wards Affected
Key Decision

Reason for urgency /
exemption from call-in

Function of
Enclosures

Contact for Further
Information:

www.barnet.gov.uk

John Hooton, Deputy Chief Operating Officer
Hansha Patel, Pension Services Manager

Public

Not Applicable
Not Applicable
Not Applicable

Council
Appendix 1 - Admitted Body Monitoring Spreadsheet

Hansha Patel, Pension Services Manager
0208 359 7895




1.1

2.1

3.1

4.1

4.2

5.1

52

RECOMMENDATIONS

That the Committee note the update to the issues in respect of admitted body
organisations within the Pension Fund, as detailed in Appendix 1.

RELEVANT PREVIOUS DECISIONS
None
CORPORATE PRIORITIES AND POLICY CONSIDERATIONS

To maintain the integrity of the Pension Fund by monitoring of admitted body
organisations and ensuring all third-parties comply fully with admission
agreements and bond requirements. This ensures that pension fund liabilities
are covered by the responding admitted bodies; this in return protects Barnet’s
liabilities and supports the Council’s corporate priorities as expressed through
the Corporate Plan.

RISK MANAGEMENT ISSUES

The ongoing viability of the Pension Fund is dependent on maximising
contributions to the Fund. All admitted bodies are subject to actuarial
assessments and are reviewed to ensure compliance with admissions
agreements and maintenance of appropriate employer contribution levels in
order to mitigate against any risk to the financial viability of the pension fund.

There is a possibility of financial losses on the Pension Fund where
arrangements around admitted bodies and bond agreements are not
sufficiently robust. Monitoring arrangements are in place to ensure that
Admissions Agreements and bond (where relevant) are in place and that
bonds are renewed, as appropriate, during the lifetime of the relevant
Admission Agreement.

EQUALITIES AND DIVERSITY ISSUES

Pursuant to section 149 of the Equality Act, 2010, the council has a public
sector duty to: (i) have due regard to eliminating unlawful discrimination,
harassment, victimisation and any other conduct that is prohibited by or under
the Act; (ii) advancing equality of opportunity between those with a protected
characteristic and those without; (iii) promoting good relations between those
with a protected characteristic and those without. The, relevant, ‘protected
characteristics’ are age, disability, gender reassignment, pregnancy and
maternity, race, religion or belief, sex, sexual orientation. It also covers
marriage and civil partnership with regard to elimination discrimination

Ensuring the long term financial health of the pension fund will benefit
everyone who contributes to it. Access to and participation in the Pension
Fund is open to those with and those without protected characteristics, alike,
provided that the criteria set out within the, relevant, Regulations are met.
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6.1

6.2

6.3.1

7.1

7.2

USE OF RESOURCES IMPLICATIONS (Finance, Procurement,
Performance & Value for Money, Staffing, IT, Property, Sustainability)

Paragraph 4, above, deals with the financial implications of this report.

There are no procurement, performance & value for money, staffing, IT,
Property or Sustainability implications.

All the contracts have an Admission Agreement and Bond Agreement in place,
with the exception of the following contracts (as detailed in Appendix 1).

1. Birkin Cleaning Services: During a meeting with Birkin Cleaning Services
they confirmed that they were having difficulties with arranging a Bond.
Barnet has supplied details of a number of companies that they can
approach and Birkin are currently liaising with two companies to arrange a
pension bond.

2. Birkin Cleaning Services (St. James Catholic): Due to a change in the
workforce, Birkin has requested a reassessment of the pension bond.
A reassessment report has been requested from the Actuary and a
response is expected by 31/05/2013.

Barnet, as the Administering Authority, will look at the option of the
termination of the admissions agreement if satisfactory progress had not
been demonstrated by Birkin by 30 June 2013.

3. Fremantle Trust: The parties are now dealing with the finalisation of the
Deed of Guarantee. The Deed was not completed at the same time with
the property and contract documentation, because at that time the parties
were waiting for, the amount currently actuarially assessed to the
satisfaction of the Administering Authority to secure the payment
necessary to meet the level of risk exposure arising on premature
termination of the Contract by reason of the insolvency, winding up or
liquidation of the Transferee Admission Body assessed as required by
Regulation 7(3) of the Regulations.

LEGAL ISSUES

The Local Government Pension Scheme (Administration) Regulations 2008
(as amended) provide that a Local Authority, as an ‘Administering Authority’
for the Fund, may admit an organisation into the Local Government Pension
Scheme, subject to that organisation, or the contractual arrangement between
that organisation and the council, meeting the criteria set out in the
Regulations. Under the Regulations, the form of admission available to a
contractor would either be ‘a community admission body’, or ‘a transferee
admission body’ as defined in the Regulations

With respect to an admission agreement, the Regulations further provide for
an assessment of the level of risk arising on premature termination of the
provision of the service or assets by reason of insolvency, winding up or
liquidation of the admission body. The assessment must be with the benefit of
actuarial advice and, where the level of risk is such as to require it, the
transferee admission body shall enter into an indemnity or bond to meet the
level of risk identified.
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7.3 The Council's standard admissions agreement makes provision for the
admission body to maintain a bond in an approved form and to vary the level
of risk exposure under the bond as may be required from time to time.

8. CONSTITUTIONAL POWERS (Relevant section from the Constitution,
Key/Non-Key Decision)

8.1 The Council’s constitution, Part 3 — Responsibility for Functions, Pension Fund
Governance Compliance Statement, paragraph 2.2.13 empowers the Pension
Fund Committee to “approve applications from organisations wishing to
become admitted bodies into the Fund where legislation provides for
discretion, including the requirements for bonds.”

9. BACKGROUND INFORMATION

9.1  This report provides an update on issues previously reported at the Committee
meeting held in March 2013.

10. LIST OF BACKGROUND PAPERS

10.1  Appendix 1 to this report provides an update on the Admitted Body issues.

Cleared by Finance (Officer’s initials) MT

Cleared by Legal (Officer’s initials) POJ
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Appendix 1

Admitted Body Monitoring Spreadsheet

Pension
cont on
time
RAG

Bond

No Of active Bond 6mth

Employees | Start Bond Expiry Tag
Admitted Body on transfer | Date Bondsman Value (£) date (red)
Housing 21 New 56 06/09/2010 | Barclays Bank 778K 30/09/2015
London Care 3 05/03/2012 | Lloyds 60K 04/03/2015
Personnel & Care
Bank 5 01/05/2012 | Nat West 33K 31/10/2014
Viridian Housing 11 22.04.2006 | Euler Hermes UK 65K 16/08/2016

Royal Bank of

Fremantle Trust (2) 83 28/03/2014 | Scotland 770K 27/03/2014
Greenwich Leisure 22 31.12.2002 | Zurich Insurance PLC | 328K 08/02/2015
Birkin Cleaning
Services 1 01.09.2009 3.8K
Birkin Cleaning
Services (St James
Catholic) 6 24/10/2011 37K

Comments

The parties are now dealing with the
finalisation of the Deed of Guarantee.

Officers from Barnet have met with
Birkins to resolve this. Confirmation
received from Birkins (22/05/2013),
they are awaiting responses from two
banks that they have approached for
a bond.

Officers from Barnet have met with
Birkins to resolve this. A re-
assessment of the bond has been
requested by Birkins and a report is
awaited from the actuary.




9¢

Turners Industrial

_ Lloyds TSB
Cleaning 1 01.04.2008 | Securities 6.2K continuing
HCC International

Go Plant Insurance Company

12 04.10.2008 | PLC 290K 31/12/2013
Mears Group 19 10/04/2012 | Euler Hermes £320K 09/04/2015
NSL 31 01/05/2012 | Lloyds TSB 412K 30/04/2017
Blue 9 Security 2 03.08.2012 | Evolution Insurance | 61K 02/08/2013
Music Service
(BEAT) 2 01.03.2013 | N/A 24K 28/02/2016

Guarantee provided by LB Barnet for
a three year period




Putting the Community First EEE

LONDON BOROUGH

AGENDA ITEM 8

Meeting
Date

Subject

Report of

Summary

Pension Fund Committee
6 June 2013

Procurement of an Independent
Pension Fund Adviser to the Pension
Fund

Deputy Chief Operating Officer

Authorisation is sought to procure an independent
adviser to the Pension Fund, following the end of the
current investment adviser contract.

Officer Contributors

Status (public or exempt)
Wards Affected
Key Decision

Reason for urgency /
exemption from call-in

Function of
Enclosures

Contact for Further
Information:

www.barnet.gov.uk

John Hooton, Deputy Chief Operating Officer
lain Millar, Head of Treasury

Public

Not Applicable
Not Applicable
Not Applicable

Council

Summary document on Local Government Pension
Scheme Investment Consultant Procurement
Framework.

lain Millar, Head of Treasury Services
0208 359 7126




2.2

2.3

3.1

4.1

5.1

6.1

6.2

6.3

RECOMMENDATIONS

That the Pension Fund Committee instructs officers to undertake the
procurement of an investment adviser and to report back for the
Committee to appoint to the role from a shortlist.

RELEVANT PREVIOUS DECISIONS

On 16 July 2007, the Deputy Director for Resources and Chief Financial
Officer authorised Delegated Powers Report 296 to procure a new
independent adviser to the Pension Fund.

The Contract was awarded to JLT Investment Consultants on 17 August 2008.
Contract Reference Number: 50143,

The Contract was extended from 1 September 2012 to 31 August 2013, DPR
Reference 1993.

CORPORATE PRIORITIES AND POLICY CONSIDERATIONS

To ensure that the assets of the Pension Fund are invested prudently and to
the best advantage in order to achieve the required funding level and to
comply with statutory provisions made under or pursuant to the Local
Government Pension Scheme.

RISK MANAGEMENT ISSUES

To help manage pension fund investment risk, the Pension Fund has an
independent advisor who provides investment advice to officers and members
and attends the quarterly Pension Fund Investment Panel. The advisor also
assists with the preparation and review of the Pension Fund investment
strategy, benchmarking and monitoring the performance of external
investment fund managers.

EQUALITIES AND DIVERSITY ISSUES

Accurate financial reporting is important to ensure the management of
resources to enable the equitable delivery of services to all members of the
community and to reduce the differential impact of the services received by all
of Barnet’s diverse communities.

USE OF RESOURCES IMPLICATIONS (Finance, Procurement,
Performance & Value for Money, Staffing, IT, Property, Sustainability)

The cost of Pension Fund Investment Consultant advice is charged to the
Pension Fund.

It is intended to conduct this procurement using the National LGPS Investment
Consultancy Framework which is fully compliant with the Public Contract
Regulations 2006. The Council can reduce procurement time and costs by
using a local authority specific framework which has already been through a
competitive tender, OJEU compliant procurement process.

The cost of using the LGPS Investment Consultancy Framework is £5,000.
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6.4 The National Framework agreement permit s for contracts to be awarded for
up to seven years to allow investment advice over two actuarial review cycles.

6.5 The cost of the current pension fund investment advice contract was £44,000
but the contract price is variable subject to advice required .The total contract
price over seven years is estimated to be under £400,000.

7.  LEGAL ISSUES
7.1 None other than contained in the body of the report and appendix.
8. CONSTITUTIONAL POWERS

8.1  Constitution — Part 3 Responsibility for Functions — Section 2 — Responsibility
for Council Functions delegated to the Pension Fund Committee through the
Pension Fund Governance Compliance Statement: 2.2.5, the appointment of
independent advisers.

9 BACKGROUND INFORMATION

9.1  The current pension fund advisers’ contract commenced on the 1st of August
2008 for a period of three years with an option to extend for one year from
August 2011.

9.2  Approval was sought to extend the contract months until 31 August 2013, to
enable a competitive tender exercise to take place and to allow consultation
with the NSCSO provider, to agree long term contractual arrangements.

10. LIST OF BACKGROUND PAPERS

10.1 http://barnet.moderngov.co.uk/ieDecisionDetails.aspx?1D=4615

Cleared by Finance (Officer’s initials) MT

Cleared by Legal (Officer’s initials) SS
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National LGPS Framework
for Investment Consultancy
Services

Introduction and joining instructions

Investment
- onsultancy Services
nt
tt;? "t

National LGPS
® Frameworks

Issue 1 - April 2013
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CO nte ntS Introduction
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Copyright © Founding Authorities of
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Please note these National LGPS Framework Guidance Notes do
not purport to be comprehensive, have been prepared in good
faith, and no representation or warranty, express or implied, is or
will be made and no responsibility or liability is or will be accepted
by any of the Framework’s Founding Authorities, their officers,
employees or agents in relation to their accuracy or completeness
and to the maximum extent permitted by law any such liability is
expressly disclaimed.
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: Across the Public Sector we must all continuall
Introduction g

seek the elusive Triple Crown’— how to deliver our
statutory services 'better, faster and cheaper’?

The National LGPS Frameworks may help you meet
this challenge.

Lord Hutton highlighted the potential benefits of co-operative
projects within the LGPS; LGPS 2014 took this further and agreed
the principle that'scheme efficiencies be realised through more
effective procurement.. ..

‘By LGPS Funds, for LGPS Funds, the National LGPS Frameworks are
a direct example of Funds collaborating to deliver benefits both
locally and nationally across the LGPS. This initiative is directly in
line with the Government’s agenda for delivering greater value
for money, alongside the reformed Local Government Pension
Scheme.

This multi-user, multi-provider framework is uniquely open to
all LGPS Funds for the procurement of investment consultancy
services from a range of qualified providers.

All' LGPS Funds and employing authorities using the framework
will benefit equally from the collaboration.

Using a framework can save you significant
time and money, whilst still delivering a

“This type of co-ordinated service specified to your requirements, and
approach to delivering supporting local decision making and
better outcomes across accountability.
the whole LGPS is exactly We hope that you will consider using this
what we need to achieve procurement route for your investment
real value for money in consultancy services.
the future!”

This Framework is the result of
Jeff Houston collaboration between Buckinghamshire,
Head of Pensions, LGA Cambridgeshire, Lincolnshire, Norfolk and

Northamptonshire County Councils and
the London Boroughs of Croydon and Hackney.
Procurement, legal and project management support has
been provided by specialists from Norfolk County Council and
Norfolk Pension Fund.
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What is a
framework
agreement?

Framework benefits:

® Collaboration and
partnership

e Flexibility

® Best practice
procurement

® Agreed terms and
conditions

e Efficiency

® Value for money

® Quality of service
provision

e Additional contract
management activity

® No fault break clause

National LGPS Framework for Investment Consultancy Services °© 4

Frameworks are widely used across Government.
They are proven to be good for services that you can
define and have demonstrated that considerable
savings can be made.

A framework is an agreement put in place with a supplier or range
of suppliers that enables purchasers to place orders with service
providers without running a full tender exercise.

Frameworks are based on large volume purchasing. Aggregating
different purchasers’' potential needs means individual
purchasers can buy goods and services at prices below those
normally charged, or with special added benefits and/or more
advantageous conditions.

All Local Government Pension Scheme (LGPS) Funds are required
to procure professional investment consultancy services.

This means that costly and time-consuming procurement
exercises are regularly undertaken across the Funds.

Because of this individual Funds may not be receiving either the
best service or the best value that may be achievable by working
collaboratively.

The National LGPS Framework for Investment Consultancy
Services reduces the time and cost associated with
procurement by offering

a facility that has
already been
competitively
tendered. ‘By LGPS Funds, for LGPS Funds’
the National LGPS Frameworks are
uniquely open to all LGPS Funds and
employing authorities nationally for
the procurement of actuarial and
benefit consultancy services and
investment consultancy services

from a range of qualified providers.
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It removes the need to independently undertake a full European
Union (OJEU) procurement, as this has already been done

as part of the framework. Agreed terms and conditions are
provided so users can simply ‘call-off'the framework to meet their
requirements.

We believe that all LGPS Funds using the framework should
benefit equally from the collaboration, which is why we have
negotiated a collaborative rebate for all Funds that let services
from the framework.

The National LGPS Framework is directly in line with the
Government’s agenda for LGPS collaboration and delivering
greater value for money.

Using the framework will help Funds to leverage better prices,
while crucially still supporting local decision making and service
requirements.

Different types of frameworks

There are several different types of framework arrangements.
The National LGPS Framework for Investment Consultancy
Services is a multiple user, single lot framework —i.e. all LGPS
Funds and participating employing authorities can use the
framework to procure investment consultancy services.

Single User - Single User -
Single Lot Multiple Lot

Multiple User -

/
' ' Multiple User - ‘
Multiple Lot

Single Lot

National LGPS Framework for Investment Consultancy Services * 5
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Why
should

| use this
framework?

Procuring investment consultancy services can take
significant time and money, both for the awarding
authority and service provider.

The National LGPS Framework is fully compliant with the Public
Contracts Regulations 2006. It reduces the time and costs
associated with the procurement process by offering a facility that
has already been competitively tendered.

It aims to deliver access at the best possible price to high-quality,
efficient and effective investment consultancy services for all
LGPS administering authorities and any of their participating
employing authorities.

The main benefits include:

Collaboration and partnership

The National LGPS Framework was created in line with the
Government’s wish for LGPS Funds to seek ways of extending
joint working and collaboration. This will help realise potential
efficiencies and give a clearer voice to LGPS Funds within the
market place, along with helping to share knowledge, information,
experience and best practice.

Flexibility

National LGPS Frameworks reduce the time and cost associated
with a full OJEU procurement, which in turn allows you to be more
flexible with the planning and running of any tender process via
mini-competitions.

Best practice procurement

Each of the service providers on the National LGPS Framework
have been subject to a rigorous procurement process, ensuring
they offer the scope and quality services you require. The pre-
agreed terms and conditions offer you contractual safeguards.

National LGPS Framework for Investment Consultancy Services * 6
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Do | have to use a
framework for all
contracts | award?

There is no obligation to
use a framework when your
requirement is under the
OJEU procurement limit,
however the benefits of
the Framework apply to

all requirements. You must
comply with your local
financial regulations.

National LGPS Framework for Investment Consultancy Services * 7

Agreed terms and conditions

Terms and Conditions are already established and agreed for you
and service providers. This removes the need to re-draft and/or
renegotiate terms for each procurement you undertake. You have
the right to refine, but not fundamentally alter, the Terms and
Conditions to take into account any special requirements.

Efficiency

The framework removes the need for you to conduct full tender
exercises or lengthy service provider evaluations, saving the
time and costs associated with procurement exercises. Our easy
ordering process makes the National LGPS Framework simple to
access and use.

Value for money

To harness the opportunity to aggregate spend, ceiling prices
with the facility to conduct Further Competition, along with
collaborative rebates, ensure that value for money is consistently
achieved.

Quality of service provision

The experience, expertise and commitment to quality of a service
provider are assessed at the time of the initial competition. Your
satisfaction with the service providers' performance is monitored
on an ongoing basis.

Additional contract management activity

Norfolk County Council manages and monitors the National LGPS
Frameworks on behalf of their user communities. Your views and
requirements will be taken into account while the frameworks are
monitored, as well as when they are reviewed and developed.

No fault break clause

You have the right to terminate the contract at any time by giving
at least three months written notice.
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Framework

route
vs full EU
procurement

OJEU

Pre-Qualification Tender Select and award

Framework
Further competition

A

6 - 9 months reduced to... 4 -6 weeks
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What
services

are covered
by this
framework?

Can we add in any service
requirements at the mini-
competition stage, even
if they are not covered

by the framework’s more
general specification?

Yes, as long as these are

in areas within the overall
scope. You may want to
request that service providers
give specific examples for any
questions you ask.

Will we be able to
stipulate our own contract
termination conditions?

The call-off terms &
conditions include
termination rights for
inadequate performance,
default, etc, as well as
providing a 3 month written
notice period.

National LGPS Framework for Investment Consultancy Services © 9

The National LGPS Framework for Investment
Consultancy Services provides access to the
following services:

Investment consultancy services including but not limited to:

Review of asset allocation, investment strategy and investment
management structure

Working with the Fund Actuary to undertake asset liability
modelling as required

Monitoring and reporting of investment managers and
producing quarterly reports based on data provided by
the measuring company or incorporating other third party
reporting as may be required in a cost effective manner

Attendance at meetings as required

Providing training to Members and officers as required
Advising on the Statement of Investment Principles
Advising on the Pension Fund Annual Report

Advising on controlling investment costs including fees and
transaction related costs

Advising on alternative investments

Advising on Corporate Governance and Socially Responsible
Investment policies

Advising on Manager selection

Advising on investment markets and the outlook for different
asset classes.

All Local Government Pension Scheme (LGPS) administering
authorities (including those in Scotland and Northern Ireland) and
employing authorities can use the framework to procure these
services.
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Who can
provide
services
under this
framework?

What is the

duration
of the
framework?

There are six service providers on the framework:

Service Investment
Provider Consultancy
AON Hewitt v

v

Deloitte Total Reward
and Benefits Limited

Hymans Robertson LLP
JLT Investment Consulting
KPMG LLP

Mercer Limited

AN NI R N

In order to be appointed to the framework, providers have
demonstrated they have the right expertise and capacity to
provide these services.

While each provider successfully passed a minimum quality
threshold, they are not all the same. For example they vary

quite widely in size, capacity and area of expertise.

It is really important that you focus clearly on what you as a
Fund need, so that further competition helps you select the
most appropriate provider.

The National LGPS Framework for Investment
Consultancy Services commenced on 3 April 2013
and is open for 4 years.

However, as LGPS Schemes are required
to get an actuarial valuation
of their assets and liabilities
every 3 years, there are cost
and continuity benefits if
contracts can be utilised for
two cyclical valuations.

Therefore contracts awarded
under the framework may be
for up to seven years, provided
always that no contract shall
extend beyond 31 March 2021.
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Joining Fee

H OW m U C h A one-off joining fee of £5000 is payable to join the National
1 LGPS Framework for Investment Consultancy Services. This gets
does it cost

you access to the framework and ceiling prices, along with all
framework documentation including the terms and conditions,
a ﬂ d W h at guidance notes and Service Provider Directory. You will also
. benefit from the collaborative rebate structure and removing
W | | | Save 7 the need for a separate full OJEU procurement exercise.

Pricing
Pricing ceilings for all service providers on the National LGPS
Framework for Investment Consultancy Services are included in

the Service Provider Directory that you will receive if you join the
framework.

All prices are maximum rates and are subject to further reduction
at mini-competition.

Are pension funds that Rebates to framework users

use the National LGPS The following rebate applies to all work awarded and delivered
Framework bound by the under the National LGPS Framework for Investment Consultancy
prices set outin thetender  Services. It will be applied to the prices as agreed at mini-
responses, or is there competition and contract award, if these are different to the prices

scope for price negotiation = s established under the framework:
at an individual fund

level? An aggregated cumulative stepped rebate based on the overall

value of work awarded to a supplier under this framework,
pro-ratad across all LGPS Authorities awarding work to that
supplier during the year. This will be due for payment directly
from the service providers as at 31 March each year for work
completed and invoiced during the year.

The prices set out in the
framework are the maximum
rates, but we would expect
these to be reduced at
Further Competition state.
(Please note however that
this is competition not
negotiation).

Travel and subsistence

Service provider prices are inclusive of travel, subsistence and any
other expenses.

National LGPS Framework for Investment Consultancy Services © 11



Rate review

The pricing ceilings remain fixed until 31st December 2017.

Any potential annual price increases from 1st January 2018 are
capped so that they may not exceed the percentage change

in the Office of National Statistics' Consumer Prices Index (or
another such index as notified to the provider in writing), less
two percentage points over the calendar year prior to the date of
increase.

Please Note: You may choose to ask for a derivative pricing
mechanism as an alternative. For example an annual

retention fee for core services where the price will be
determined at Further Competition stage.
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H OW W e r e Expectations of quality
As part of the procurement and tendering process, the successful

th e Se r\/| Ce service providers demonstrated proof of the following general

expectations:

p rO\/| d e rS - Aproven track record and extensive knowledge and

experience of providing Investment Consultancy Services

to Local Government Pension Funds and/or large (i.e. with a
C h Ose n a n d minimum asset value of £2 billion) corporate pension funds
monitored?

within the United Kingdom

Strong knowledge of the regulatory framework and
operational environment for LGPS Funds

Excellent communication, partnership and negotiating skills

Appropriate professional qualifications such as Investment
Management Certificate (IMC), Chartered Financial Analyst
(CFA), membership of the Institute and Faculty of Actuaries

The ability to demonstrate innovation in delivering solutions
to LGPS Funds

The ability to work with the Fund’s actuary to determine
appropriate investment strategies taking into account the
funding position

The ability to provide appropriate training and resources to
support Fund decision making and monitoring requirements

Financial Services Authority (FSA) registration and are
regulated by the FSA

In order to be appointed to the framework, providers have
demonstrated they have the right expertise and capacity to
provide the services detailed on page 9.

While each provider successfully passed a minimum quality
threshold, they are not all the same. For example they vary
quite widely in size, capacity and area of expertise.

It is really important that you focus clearly on what you as a
Fund need, so that further competition helps you select the
most appropriate provider.
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Continuous improvement

A n yt h | n g There is also a requirement that Service Providers should at all
times during the framework:
else | need

Make arrangements to secure continuous improvement in the

to k N OW? way in which services are provided

Use all reasonable endeavours to ensure awarding authorities
receive the benefit of reduced third party costs and charges
relevant to the provision of the services

Use all reasonable endeavours to implement the efficiencies
to be found in good industry practice

Audit

As part of its contract management function, Norfolk Pension
Fund has the right to conduct independent auditing of the service
providers' processes, procedures and application of their hourly
rate.

Financial arrangement between Norfolk Pension Fund and
service providers

Service providers are required to pay Norfolk Pension Fund, as the
letting authority, a flat rebate of 1% of all contracts let under the
National LGPS Framework each year, for work invoiced during the
financial year.

This rebate will be used to cover the administration costs of the
framework.

The rebate will be calculated against the set-up and management
costs of the framework at the end of each financial year. A final
surplus will be distributed among letting authorities.

44
National LGPS Framework for Investment Consultancy Services * 14



|| d If you would like to know more or to make use of the National
OW O LGPS Framework for Investment Consultancy Services please
complete and return a copy of the options document at

JOIﬂ the Appendix 1.

. Via this form you can opt to receive more details or to join
\ atl O n a | the framework.

_G P S Confidentiality Statement

We cannot share any of the commercially sensitive details of the

B ra m eWO r k? framework with you until you have completed and returned a

confidentiality statement (Appendix 1, Form A).

Once we have received your confidentiality statement we will
send you copies of the framework documentation, including
the guidance notes, full Terms and Conditions, templates for

Join the

National LGPS requesting and evaluating tenders, order form and Service

Framework Provider Directory.

Members Access Agreement

+ Prepare To use the National Framework, you must sign and return
2 for further two copies of the Members Access Agreement. This is a legal
e competition document between your authority and Norfolk County Council
& (the Letting Authority for this framework). The purpose of the
% document is to regulate any liabilities that may arise as a result of
> Further use of the Framework.
3 competition
g If you opt to join the framework we will send you two copies of
g_ the Members Access Agreement to sign and return, along with all

the other framework documentation. This includes the guidance
notes, full Terms and Conditions, templates for requesting and
evaluating tenders, order form and Service Provider Directory. An
example of the Members Access Agreement is at Appendix 2. We
will also send you an invoice for the Joiners Fee.

If you have any further questions or need any further detail
before using the framework, please contact us and we will be
happy to help.

Email: NationalLGPSFrameworks@norfolk.gov.uk
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Do you know about the other services
available via National LGPS Frameworks?

CUStOdian Actuarial am

Services Consultancy Services

National LGPS Framework
for Actuarial and Beneﬁt
Consultancy Services

B ene‘ﬁt
jal and ices
‘é:t::\tancv Ser?”

Guidance notes

National LGPS
® Frameworks

ssue 1-July 2012

If you have a requirement for any of the above services and would
like to find out more about National LGPS Frameworks please
contact us at NationalLGPSFrameworks@norfolk.gov.uk

or 01603 223950
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FAQs

Question 1

Who can use the framework?

A. Any scheduled body listed in the LGPS (Admin) Regulations
2008/239, the Scottish Regulations (SSI 2011/349) and the
Northern Irish Regulations (SRNI 2009/33) can use the framework.

Question 2

Under the National LGPS Framework, are suitable
investment consultants scored or ranked? If so, are we
under any obligation to use the highest scoring provider?
A. Service providers are not ranked within the framework. All
service providers appointed to the framework are deemed
capable, and therefore should be treated in the same way. The
framework would not oblige you to use any specific service
provider. If you wished to make an appointment under the
framework you would undertake a Further Competition to select
your service provider using the ‘call-off'criteria.

Question 3

If a list of suitable investment consultants is provided
(un-ranked), are we able to decide which firms to interview?
A. If there is something quite definitive in the service providers’
description of their capability, which indicates that they are
unable to do the work, they may be excluded. However, it is easier
to invite all capable service providers to take part in the Further
Competition. You would need a clear and justifiable reason to
exclude. Itis anticipated that only the top scoring providers will
be invited to an interview (see Further Competition evaluation
criteria for more).

Question 4

Will we undertake a mini selection exercise from the list of
successful providers?

A. Yes, based on your specific requirement and assessed by you
against the criteria you refine for ‘call-off’ (you can introduce sub-
criteria and set the weightings within the boundaries we have
set). The format of the Further Competition is your decision.

National LGPS Framework for Investment Consultancy Services © 17
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Question 5

What sort of questions/information should we ask at

the mini-competition stage (other than price)? Would it
be a paper exercise based on the answers provided in

the tender response? (Will we have access to the tender
responses?). Can we contact the list of service providers
to ask additional questions based on our individual
requirements? How much scope do we have to change the
nature of the questions from the questions asked at the
tender stage?

A. You would specify your requirement and ask questions
related to it. We will have ensured that the service providers are
able to deliver all the services listed at a generic level. You are
testing them at a more granular level. We would not as a matter
of course publish the answers to all questions from the framework
tender exercise, but we will be publishing very detailed service
descriptions based on the tender responses so that you have
confidence in the service providers' capability.

Question 6

How much can we adjust the selection criteria to suit our
individual needs?

A. We have tried to build flexibility into the call-off criteria so that
you can adjust these to be the most appropriate fit for you. This
could include further defining the criteria, inserting sub criteria,
and adjusting weightings.

Question 7

Can we add in any service requirements at the mini-
competition stage, even if they are not covered by the
framework’s more general specification?

A. Yes, as long as these are in areas within the overall scope. You
may want to request that service providers give specific examples
for any questions you ask.

National LGPS Framework for Investment Consultancy Services * 18
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Question 8

Are pension funds that use the National LGPS Framework
bound by the prices set out in the tender responses,

or is there scope for price negotiation at an individual
fund level?

A. The prices set out in the framework are the maximum

rates, but we would expect these to be reduced at Further
Competition stage. Please note however that this is competition
not negotiation.

Question 9
How much does it cost to join the framework?
A. There is a one-off joining fee of £5000.

Question 10

What do we get for this fee?

A. You get access to the framework and prices, along with all
framework documentation including the terms and conditions
and guidance notes. You will also benefit from the collaborative
rebate structure and removing the need for a separate full OJEU
procurement exercise. See the benefits section under Why
should | use this framework? for more.

Question 11

Is there scope for us to agree /alter contractual terms and
conditions, or are these essentially set at a framework
level?

A. The The Public Contracts Regulations 2006 (“the Regulations”)
specifically state that the parties should not substantially amend
the terms laid down in a framework agreement.

There is an acknowledgement though that you may need to make
non-material changes to the terms (e.g. to change the time for
supply of the relevant products). However, you are not entitled

to make a material change to the terms (e.g. by adding a new
service) to the extent that it might affect the identity of the service
providers capable of meeting the requirements.

This prevents the distortion of competition by ensuring that
service providers are not excluded solely on the grounds that they
were unable to meet the original requirements.

49
National LGPS Framework for Investment Consultancy Services * 19



Question 12

What variations will be considered non-material?

A. The regulations do recognise that the terms of a framework,
or of specific contracts, may need to be supplemented in certain
situations.

Where you are running a mini-competition under a multi-supplier
arrangement, you may supplement the terms.

In these circumstances, you would do so where you need to
amend the terms to ensure that they capture the requirements
more precisely, or provide additional terms on the basis that these
have been referred to in the framework. This does not allow a
fundamental re-write of the terms but recognises that it is

not possible or practical to attempt to make provision for every
eventuality, particularly in a multi-supplier environment.

However, there is a requirement that any supplemental terms
align with and are based on the terms referred to in the framework
agreement or the original request for tender. It was for this reason
that careful consideration was given to the development of these
documents when setting up this framework.

Question 13

Will we be able to stipulate our own contract termination
conditions?

A. The call-off terms & conditions include termination rights
for inadequate performance, default, etc, as well as providing a
3 month written notice period.

Question 14

When we do our own tenders we may have a shortlist in
order of highest score and use the interviews to verify the
scores from the ITT, plus add an additional score, usually
for communication. Can we still do this if using the National
LGPS Framework and rename our communication section
‘service fit'?

A. Yes.
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Question 15

Do | have to use the templates provided in the joiners pack
to undertake my procurement?

A. No, with the exception of the Order Form which we strongly
recommend you use for all orders under the framework, the
templates are designed to help you in your procurement but are
not compulsory. However, if you choose not to use the templates
you must ensure that you still comply with best practice
procurement.

Question 16

How does the Public Services (Social Value) Act 2012 apply
to Framework Agreements?

A. Procurers and commissioners must consider the provision

of the Act when procuring an above threshold framework
agreement for public services. The Act states that Authorities
should consider economic, social and environmental aspects that
can affect citizens when they are tendering for requirements. This
might involve consultation with local groups and the voluntary
sector. The Act does not apply to services contracts awarded
by calling off from a framework.

The National LFPS Framework for Investment Consultancy Services
was advertised in the OJEU before the act was passed, but the
nature of the subject matter does not lend itself to influencing the
factors listed above.

We will of course be taking account of the requirements of the Act
for any future National LGPS Frameworks.
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G | OSSa r Access agreement
y An agreement to join the National LGPS Framework, made
between an awarding authority and the letting authority
(Norfolk Pension Fund in this instance). Also known as a Deed
of Adherence.

Administering authority
An authority that administers a Local Government Pension
Scheme (LGPS).

Award criteria
The criteria used to determine whether a service provider can
meet the requirements set by an awarding authority.

Awarding authority
An LGPS authority looking to award a contract to a service
provider within the National LGPS Framework.

Call-off
The act of awarding authority procuring a service provider from
the National LGPS Framework.

Call-off contract
A legally binding agreement for the provision of services made
between the awarding authority and service provider.

Call-off criteria
The criteria used to evaluate service providers at the Further
Competition stage.

Ceiling prices

The maximum prices that service providers can charge as part
of the National LGPS Framework. These are subject to further
reduction at the Further Competition stage.

Collaborative rebate

All awarding authorities are eligible for an aggregated cumulative
stepped rebate. This is based on the overall value of work awarded
to a supplier under the National LGPS Framework, pro-ratad across
all LGPS Authorities awarding work to that supplier during the year
(across both services). This will be due for cash payment as at 31
March each year for work completed and invoiced during the year.
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Competitively tendered

The process of circulating detailed specification of services to a
number of potential providers, who submit bids for evaluation
ahead of an award being made. In this instance it refers to the
process undertaken by Norfolk Pension Fund and the “founding
authorities” when appointing service providers the National LGPS
Framework.

Confidentiality statement

A statement to be signed by potential joiners of the National
LGPS Framework, agreeing to respect the confidentiality of any
commercially sensitive information made available.

Cyclical valuations

A valuation that is required in designated cycles. In this instance,
it refers to the requirement of all LGPS schemes to get an actuarial
valuation of their assets and liabilities every 3 years.

Direct award

Where a contract for services is awarded based solely on the
information provided in the Service Provider Directory. It is not
possible to directly award under the National LGPS Framework
and all contracts must be awarded via Further Competition.

Further competition (also referred to as mini-competition)
Competitions run by awarding authorities in order to evaluate
service providers when awarding contracts as part of the National
LGPS Framework. Essentially the process set out in How do | use
the National LGPS Framework?

Initial competition
The procurement exercise that was carried out in order to appoint
service providers to the National LGPS Framework.

Invitation to tender (ITT)

As part of the Further Competition stage, awarding authorities will
invite service providers to quote for the services they have set out
in their detailed requirements.

Joining fee

A one-off fee applicable to all LGPS authorities who wish to
join the National LGPS Framework for Investment Consultancy
Services.
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Letting authority
The authority that provides access to the National LGPS
Framework (in this case Norfolk County Council).

LGPS
The Local Government Pension Scheme.

OJEU

OJEU stands for the Official Journal of the European Union. This is
where the contract notice for the National LGPS Framework was

published. All public sector contracts over a published threshold

are required to be published in the OJEU.

Order Form

The order submitted to the service provider by the awarding
authority in accordance with the National LGPS Framework. It sets
out the description of the services to be supplied including, where
appropriate, key personnel, premises, timeframe, deliverables and
quality standards.

Service provider
A company that provides actuarial and / or benefit consultancy
services as part of the National LGPS Framework.

Terms and conditions
In this instance, the call-off terms and conditions that, along with
an order form, comprise a call-off contract.

If you have an estions about the National
Contact us  'vounaveanyquest ) |

LGPS Frameworks or would like to know more,
please contact us at the following:

‘% NationalLGPSFrameworks@norfolk.gov.uk
@ 01603 223950/ 222139

><] The Norfolk Pension Fund
(National LGPS Frameworks)
4th Floor, Lawrence House
Norwich NR2 TAD
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Putting the Community First EBE

LONDON BOROUGH

AGENDA ITEM 9

Meeting
Date
Subject

Report of
Summary

Pension Fund Committee
6 June 2013

Barnet Council Pension Fund
Performance for Quarter January to
March 2013

Chief Operating Officer

Barnet Council Pension Fund Performance for
Quarter January to March 2013
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1.1

2.1

2.2

2.3

3.1

4.1

4.2

5.1

RECOMMENDATIONS

That, having considered the performance of the Pension Fund for the
quarter to 31 March 2013, the Committee instruct the Chief Operating
Officer and Chief Finance Officer to address any issues that it considers
necessary.

RELEVANT PREVIOUS DECISIONS
Council — 11" September 2007 — Minute 64.

Pension Fund Committee — 4 February 2010, (Decision Item 6) —The Pension
Fund Committee adopted the revised investment strategy

Pension Fund Committee — 18 March 2013, Item 6 .The Pension Fund
Committee instructed that any additional funding from contributions be
invested equally with both fund managers reversing the decision made at the
December meeting to restrict new funding to Newton

CORPORATE PRIORITIES AND POLICY CONSIDERATIONS

To ensure that the pension fund is being invested prudently and to the best
advantage in order to achieve the required funding level. Effective monitoring
of the Pension Fund will provide support towards the Council’s corporate
priorities.

RISK MANAGEMENT ISSUES

A key risk is that of poor investment performance. The performance of Fund
managers is monitored by the committee every quarter with reference to
reports from JLT Investment Consulting, the Pension Fund investment adviser,
and the WM Company Ltd, a company that measures the performance of
pension funds. If fund manager performance is considered inadequate, the
fund manager can be replaced.

Risks around safeguarding of pension fund assets are highlighted in the
current economic climate following sovereign debt crisis in the Euro zone.
Fund managers need to have due regard to longer term investment success,
in the context of significant market volatility. Both Newton’s and Schroder’s will
attend this Committee to update on their approach in this context.

EQUALITIES AND DIVERSITY ISSUES

Pursuant to the Equalities Act 2010, the council is under an obligation to have
due regard to eliminating unlawful discrimination, harassment, victimisation
and any other conduct that is prohibited by or under the Act; advancing
equality of opportunity between persons who share a relevant ‘protected
characteristic’ and those who do not share it; and fostering good relations
between persons who share a relevant ‘protected characteristic’ and persons
who do not share it. The ‘protected characteristics’ are: age, disability,
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5.2

6.1

6.2

6.3

6.4

6.5

6.6

gender reassignment, pregnancy, and maternity, race, religion or belief, sex
and sexual orientation

The rules governing admission to and participation in the Pension Fund are in
keeping with this public sector equality duty. Good governance arrangements
and monitoring of the pension fund managers will benefit everyone who
contributes to the fund.

USE OF RESOURCES IMPLICATIONS (Finance, Procurement,
Performance & Value for Money, Staffing, IT, Property, Sustainability)

As administering authority for the London Borough of Barnet Pension Fund,
the Council is required to invest any funds not required for the payment and
administration of pension fund contributions and benefits.

The Pension Fund has appointed external fund managers to maximise
pension fund assets in accordance with the fund investment strategy. The
Pension Fund is a long term investor and volatility of investment return is
expected, though in the longer term, the appointed fund managers are
expected to deliver positive returns in accordance with the fund benchmarks.
The Scheme benchmark is a liability driven benchmark and is dependent on the
movement in gilt yield The Growth portfolio targets of the respective Diversified
Growth Funds are Newton; LIBOR +4%, and Schroder; RP1+5%.

The total value of the pension fund’s investments including internally managed
cash was £801.692 million as at 31 March 2013, (compared to £757.533 million
as at 31 December 2012, £748.813 million as at 30 September 2012,
£716.617million as at 30 June 2012 and £708.877 million at 31 March 2012).
The graph in Appendix A shows how the market value of the fund has grown
since 2006. The total market value of externally managed investments rose by
£38.56 million over the quarter.

Over the quarter at a total scheme level, the Fund’'s externally managed
investments produced return of 5.1% and outperformed the liability benchmark
return for the quarter by 1.7%. All the growth and bond funds produced positive
absolute returns and outperformed their respective benchmarks.

Both the Newton and Schroder diversified growth funds underperformed equities
in rising markets (as expected for DGF Funds but outperformed against their
respective targets ;( Newton; LIBOR +4%, and Schroder; RPI+5 %.) Over the
quarter, the Newton Real Return DGF out performed, 6.0% return versus a
benchmark return of 1.1%. One year return was 10.0% compared to a
benchmark return of 4.6%. But the high weighting to cash dragged performance.
Schroder DGF out performed for the quarter, 6.2% versus a benchmark return of
2.2%. One year return was 9.8% versus benchmark return of 8.4%.

For the quarter, the Newton Corporate Bond portfolio marginally outperformed,
returning 1.7% against its benchmark of 1.3% and over the year the Fund
tracked the benchmark with a 14.2% performance return. Schroder’'s Corporate
Bond portfolio marginally outperformed the benchmark for the quarter returning
1.7% and against benchmark return of 1.6%. Over the year the Schroder
corporate bond return was 12.2% versus the benchmark return of 11.9%.
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6.7

6.8

7.1

8.1

9.1

9.1.1

9.2

9.2.1

9.3

9.3.1

For Legal and General, overseas equities outperformed strongly by 0.5%,
against the benchmark of 14.4%, and the fixed interest fund also outperformed
by 0.1% against the benchmark of 1.7%

When compared to the WM Local Authority Universe (Appendix C), the Fund
underperformed the average local authority over the quarter by 3.6%. The Fund
has underperformed relative to the local authority universe over one year by -
2.2% and over three years by -1.1%.

LEGAL ISSUES

This report is based on the provisions of (i) the Local Government Pension
Scheme (Administration) Regulations 2008 (SI 2008/239); (ii) the Local
Government Pension Scheme (Benefits, Membership and Contributions)
Regulations 2007 (Sl 2007/1166); and (iii) The Local Government Pension
Scheme (Transitional Provisions) Regulations 2008 (Sl 2008/238) which have
their basis in the Superannuation Act 1972.

CONSTITUTIONAL POWERS (Relevant section from the Constitution,
Key/Non-Key Decision)

Constitution — Part 3 Responsibility for Functions —Responsibility for Council
Functions delegated to the Pension Fund Committee through the Pension
Fund Governance Compliance Statement.

BACKGROUND INFORMATION
History

The Superannuation Act 1972 makes provision for local authorities to operate
pension funds for their employees and employees of other employers who
have either a statutory right or an admission agreement to participate in the
funds. The London Borough of Barnet’'s Pension Scheme Fund (The Fund) is
set up under the Local Government Pension Scheme (Administration)
Regulations 2008 (SI 2008/239); (ii) the Local Government Pension Scheme
(Benefits, Membership and Contributions) Regulations 2007 (S| 2007/1166);
and (iii) The Local Government Pension Scheme (Transitional Provisions)
Regulations 2008 (Sl 2008/238). The Regulations include provision for
retirement pensions, grants on age or ill-health retirement, short service
grants, death grants, injury allowances and widows’ pensions.

Tax Status

The Fund is an exempt approved fund under the Finance Act 1970, and is
therefore exempt from Capital Gains Tax on its investments. At present all
Value Added Tax is recoverable, but the fund is not able to reclaim the tax on
UK dividends.

Operation and Administration

The Fund is operated and administered by the London Borough of Barnet. Day
to day investment management of the Fund’'s assets is delegated to expert
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9.3.2

9.3.3

9.4

9.41

9.5

9.5.1

9.6

9.6.1

9.6.2

9.6.3

964

9.7

investment advisors in accordance with the Local Government Pension Scheme
(Management and Investment of Funds) Regulations 1998 (as amended). The
Fund is managed on a balanced (excluding property and cash) basis. The
current fund managers are Schroder Investment Management Ltd and Newton
Investment Management Limited.

At the Pension Fund Committee meeting held on the 4 February 2010, the
Committee agreed to implement a 70/30 diversified growth and bonds portfolio
using the existing managers. Implementation of the new investment strategy
commenced on 19 November 2010 and is now fully completed.

Actuarial services are provided by Barnett Waddingham and the fund receives
investment advice from JLT Investment Consulting.

Scheme Governance

The Council is statutorily responsible for the management of the Fund and for
making strategic decisions that govern the way the Fund is invested. In this
respect, the Council delegates responsibility for making investment decisions
and monitoring arrangements to the Pension Fund Committee. The Pension
Fund Committee’s responsibilities include reviewing and monitoring the Fund’s
investments; selecting and deselecting investment managers and other relevant
third parties; and establishing investment objectives and policies.

The Fund’s investment objectives and policies are published in a Statement of
Investment Principles, details of this statement can be found on the Council’s
Web Site

http://www.barnet.gov.uk/statement_of investment_principles_oct 2010.pdf).

Funding

The Fund is financed by employer and employee contributions and from income
derived from investments. Every three years the Fund Actuary carries out a
valuation, which determines the level of employer contributions. The last triennial
valuation took place as at 31 March 2010 and the final report has been
published on the Council’s website.

Investment Performance & Benchmark

The Fund’s overall performance is measured against a liability benchmark return
and includes internal property.

The Growth portfolio return is the combined Newton and Schroder Diversified
Growth Fund portfolios and is measured against a notional 60/40 global equity
benchmark and underlying benchmarks of each fund for comparison.

The performance of the Fund including manager performance is outlined in
Appendix B.

Fund Return compared with the Local Authority Universe over the quarter March
31 2013 and one, three and five years is set out in Appendix C.

Internally managed funds
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9.7.1 As at 31 March 2013 £10.1 million Pension Fund cash was held compared to
£4.5 million as at 31 December 2012. These funds were invested internally
pending transfer to the external fund managers if not required for the payment
and administration of pension benefits. £1.4 million was transferred to Newton in
January 2013. Internal cash investments are held in a Bank of Scotland call
account with minimal overnight balances with the Cooperative Bank.

10. LIST OF BACKGROUND PAPERS

10.1 None.
Cleared by Finance (Officer’s initials) MW
Cleared by Legal (Officer’s initials) SS
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Market value (Em)

Appendix A

Market value of Pension Fund
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Appendix B — JLT Image Report Quarterly Update 30 March 2013

Liability Benchmark Return

Portfolio Return

12 month 12 month

o, %
Total Scheme 11.3 6.4
Newton Real Return 10.0 4.6
Newton Corporate Bond 14.2 14.2
Schroder DGF 9.8 8.4
Schroder Bonds 12.2 11.9
L&G Equities 17.6 17.2
L&G Bonds 12.8 12.0

Growth Portfolio

Growth v Global Equity 9.9 17.0
Growth v RPI+5% p.a. 9.9 8.4
Growth v LIBOR + 4% p.a. 9.9 4.6

Bond Portfolio

Bond v Over 15 Year Gilts 13.2 8.1
Bond v Index-Linked Gilts (> 5 13.2 11.7
yrs)

The Growth portfolio excludes L&G equities. Global Equity: 60% FTSE All Share Index, 40% FTSE AW All-World (ex UK) Index
The Bond portfolio excludes L&G corporate bond fund.
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JLT INVESTMENT CONSULTING

64



Contents

(O70] 01 (] 01 £ TSP PP PPPPPPPPPPP 2
Section One — Market Update.............oiiiiiiiiiiee e 3
Section Two — Total Scheme Performance.................oeuiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeee 3
Section Three — Manager PerformancCe ...............uuuiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeee e 11
Section Four — Consideration of Funding Level ... 17
SeCtON FIVE — SUMMEAIY .....oeiiiiiiiiiiiiei ettt e e e e ee e e e e e eeeees 19
Y 0] 0= o o [ GO 20
Jignasha Patel, MMath (Hons) IMC Julian Brown, PhD IMC
Principal Analyst Head of Investment Consulting - South
May 2013

London Borough of Barnet Superannuation Fund

65



Section One — Market Update

Introduction

The tables below summarise the various market returns to 31 March 2013, to relate the analysis of your
Scheme's performance to the global economic and market background.

Yields as at % p.a
31 March 2013 o p-a.

UK Equities 3.35
UK Gilts (>15 yrs) 3.02
Real Yield (>5 yrs ILG) -0.43
Corporate Bonds

(>15 yrs AA) G0
Non-Gilts (>15 yrs) 4.23

Absolute

Change in

UK Equities -0.22 -0.10 0.19
UK Gilts

(>15 yrs) 0.02 -0.24 -1.44
Index-Linked

Gilts (>5 yrs) -0.36 -0.32 -1.07
Corp Bonds

(>15 yrs AA) -0.02 -0.57 -1.44
Non-Gilts

(>15 yrs) 0.01 -0.65 -1.33

UK Gilts
(>15 yrs)
Index-Linked
Gilts (>5 yrs)
Corp Bonds
(>15 yrs AA)
Non-Gilts
(>15 yrs)

0.5 8.1

9.0 1.7
1.3 1.7

1.0 13.7

* Subject to 1 month lag
Source: Thomson Reuters and Bloomberg

Yields and the absolute change in yields are
shown to 2 decimal places to clearly show the
changes.

London Borough of Barnet Superannuation Fund

o | eur |3 vors

12.3

13.0

10.4

10.6

Market Returns m 1 Year

p.a.
UK Equities 10.3 16.8 8.8
OvETEEEs 14.4 17.2 8.2
Equities
USA 18.5 20.1 12.6
Europe 9.7 171 3.8
Japan 19.3 14.3 3.5
Asia Pacific (ex 8.8 16.7 73
Japan)
Emerging
Markets 54 7.4 3.2
Property 1.1 2.5 6.6
Hedge Fund 3.6 7.5 5.8
Commodities 7.6 0.0 3.0
High Yield 9.1 19.1 10.7
Emerging Market
Debt -2.3 10.1 9.9
Senior Secured 58 8.7 5.7
Loans
Cash 0.1 0.5 0.5

Change in m

Against US Dollar -6.6 -5.0 0.0
Against Euro -4.1 -1.4 1.8
Against Yen 1.6 8.6 0.2

(s ne | 1 vear |3 vears|
Inflation Indices
0.8 3.2 41

Price Inflation -

RPI

Price Inflation -

CPI 0.7 2.8 3.5

*Earnlngs Inflation 03 10 15
3
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Factors Affecting the Market
Asset Class

« UK Equities had a good quarter. The « Official forecasts now suggest a ‘triple-dip’

FTSE All-Share Index delivered a recession is unlikely. However, there is little
10.3% retum over the quarter to 31 room for manoeuvre — growth is expected to
March 2013, smaller companies be less than 1% this year — and events
returned 13% whilst medium sized beyond the government’s control could easily
companies lagged slightly, returning reduce this further. Expected future rises in
9.8%. Companies’ confidence in the the inflation rate are also adding to potential
future is shown by the number of problems.

dividend increases being seen in
many sectors, underpinning the yield
support that equity prices have long

. experienced.
UK Equities
o CPI inflation remained within the Bank « The number unemployed, 2.51m, remains
of England's target range over the high, although the unemployment rate has
quarter; the latest figure for CPI held steady at 7.8% over recent months.
inflation is 2.8% (as at 31 March 2013, Increases in wages continue to be subdued
which is likely to be revised over the whilst the rate of inflation is putting further
quarter by the Office for National pressure on consumers.
Statistics).
« The UK Bank Rate remained at 0.5%
over the quarter although there was no
change to the level of quantitative
easing (QE) of £375bn.
Overseas
Equities
« The US equity market had a stellar « After the strong rise in equity prices in the
first quarter of 2013 returning 18.5%. first quarter it would not be surprising if there
The housing market has been was a pause for breath in the short term,
improving, and consumer confidence particularly if some of the mixed signals
North has picked-up somewhat. Corporate coming from more recent economic statistics
American America helped, earnings for 2012 continue.
Equities were largely as expected, forecasts for

2013 remain positive and there are
signs of a pick-up in mergers and
acquisitions (and even a retum of the
leveraged buyout).

London Borough of Barnet Superannuation Fund 4



Factors Affecting the Market

« The European equity market delivered « Unemployment remains high - particularly in

European 9.7% growth over the quarter, the peripheral Eurozone countries as
Equities continuing the strong rally it austerity measures impact on confidence.
experienced over 2012.
Despite the grim big picture, many The ‘resolution’ of the Cyprus crisis, has set
companies are increasing profits and, a precedent that could be followed elsewhere
perhaps more importantly, dividends. — Spain, a possibility. There are already
Income is becoming a significant part other, peripheral, countries heading into
of share prices’ total return (as has difficulty — Slovenia seemingly next in line —
been the case in the UK for some and it will be interesting to see if the same
time). Europe should be treated as a remedies are imposed in future negotiations.
market of many stocks, not a single The Cyprus ‘bail-in” will also have the effect
stock market. There are opportunities of weakening already weak banks across the
to be grasped, even in the most Eurozone as depositors move their uninsured
unpromising areas. cash to perceived ‘strong’ banks in the region
— just in case.
Japan was the best performing major There are still clouds on the horizon, not
market in the first quarter, with a least international politics in the region.
return in sterling of 19.3% and even China, in particular, is not happy with the
stronger return in local currency of perceived ‘beggar-thy-neighbour’ policies
21.2%. ltis a very long time since we being proposed and the US Congress might
have been able to make such a start to grumble if the yen weakens much
stotomaont— — more. But for the time being the rest of the
Japanese U D TS IR EE A, T developed world seem content for Japan to
Equities elected on alplatiorm of monstary and continue its experiment in reflation.

Asia Pacific

fiscal expansion to overcome deflation
and boost the economy. He has
already appointed a new Bank of
Japan Governor, Mr Kuroda, who
markets expect to be fully supportive
of these efforts, unlike previous, ultra-
conservative incumbents.

The region had a relatively subdued
first quarter, returning 8.8%. As usual,
China has been the main area of
returns and concern. The new
President, Xi Jinping, took over in
March, with stability the watchword,
but with some major problems to

In the short term the new Chinese
administration’s room for manoeuvre is
constrained by a property bubble — the
legacy of the massive expansion in credit in
2008/9. Easing monetary conditions to
promote growth is not possible until property
lending throughout the economy can be

(excluding address. Exports have recovered controlled more rigorously. In addition,
Japan) somewhat from the lows of last geopolitically there is, of course, the question
Equities summer but the lack of growth in the of North Korea. So far markets have blithely

London Borough of Barnet Superannuation Fund

western developed world limits any
rapid recovery. Overall GDP should
grow in 2013 at about the same rate
as last year — around 7.5% - which
might sound high, but for China is
nearly equivalent to stagnation.

ignored all the table-thumping and sabre-
rattling but there is always the chance that
the situation gets out hand.
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Factors Affecting the Market
Asset Class

« Emerging Market indices rose « Political instability is the main investor
approximately 5% over the quarter — a concern at present with the political
somewhat lacklustre performance. leadership of China facing its first serious
The reasons are very similar to those test in North Korea and the increasing
described above in the Asian section uncertainties in Latin America proving a drag

Emerging — areliance on exports to a developed on growth. There is also a strong correlation

Markets world growing little, if at all. However, between Emerging Market indices and the

Equities the fastest growing areas in Emerging US dollar. When the latter is strong, as it
Markets generally are in the domestic has been, they tend to underperform — and
economy — consumption and services vice versa.

— aimed at the burgeoning middle
class in many countries with an
increasing propensity to spend.

« Gilts returned 0.5% over the first « The 'safe haven' position of Gilts is
quarter of 2013. The recent inextricably linked to the measures taken to
downgrade by Moody’s to AA Stable resolve the Eurozone crisis. We continue to

) in this asset class has not impacted be concerned that this asset class may
Gilts on it continuing to be regarded as experience falling capital values in the near
having ‘safe haven’ status at the term as markets work through the sovereign
moment. crisis. There is a short term risk of yields
decreasing on more QE.

« With limited supply and investors « A negative real yield on long-dated index-

continuing to seek inflation protection, linked gilts is unsustainable over the longer
Index-Linked demand for index-linked gilts remains term in an environment in which central
Gilts high, thus supporting prices. There banks are able to successfully control
are pockets of value to be found in inflation within a target range.
this asset class.
« Sterling corporate bonds produced a  « The corporate bond market is currently
positive return of 1.8%, benefiting suffering from a lack of liquidity and the
from the strength of corporate balance tightening of credit spreads means that
Corporate sheets and the higher yields relative to  trading is becoming more difficult.
Bonds gilts. The interest rate outlook is

stable, and the returns available make

the sector appealing to some

investors.

« Tier 1 prime assets continue to « The well established trend of overall void
outperform secondary and tertiary levels increasing in tandem with the lowering
properties, as they did throughout of capital values as well as falling rental

Property 2012. yields continued through Q1 2013. The lack

of growth in the UK economy compounded
these issues.

London Borough of Barnet Superannuation Fund 6



Section Two — Total Scheme Performance

Net New
Money

Start of Quarter

Manager Value

Proportion
of Total

%

End of Quarter

Value

Proportion
of Total

%

Newton Real Return | 238,091,682 314 980,000 252,863,848 315
Investment
Management
Limited (Newton)
Schroder Diversified | 229,188,025 30.3 - 243,716,290 304
Investment Growth
Management
Limited
(Schroder)
Legal and World (ex 35,001,968 4.6 - 40,213,709 5.0
General UK) Equity
Investment Index
Management
(L&G)
Newton Corporate | 120,684,334 15.9 420,000 122,249,581 15.3
Bond
Schroder All 112,043,508 14.8 - 113,904,310 14.2
Maturities
Corporate
Bond
L&G Active 16,855,754 2.2 - 17,158,083 2.1
Corporate
Bond — All
Stocks
Newton Cash 730,250 0.1 - 908,285 0.1
Schroders Cash 438,548 0.1 - 583,460 0.1
Internal Cash 4,498,608 0.6 n/a 10,094,732 1.3
ASSET SPLIT
Growth assets 507,218,832 67.0 - 547,472,039 68.3
Bond assets 250,313,846 33.0 - 254,220,259 31.7
TOTAL 757,532,679 100.0 1,400,000 | 801,692,299 100.0

Source: Investment managers, bid values. Please note that the Internal Cash is assumed to have earned no interest over the quarter.

The Newton Cash is assumed to be held in the Bond portfolio and the Schroders Cash in the Growth portfolio

Note: Totals may not sum due to rounding.

London Borough of Barnet Superannuation Fund
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Total Scheme Performance

Portfolio Return Benchmark Return

Q12013 Q12013
% %

Total Scheme 5.1 34

Growth Portfolio

Growth v Global Equity 6.2 11.9
Growth v RPI+5% p.a. 6.2 2.0
Growth v LIBOR + 4% p.a. 6.2 1.1

Bond Portfolio

Bond v Over 15 Year Gilts 1.7 0.5

Bond v Index-Linked Gilts (> 5 yrs) 1.7 9.0

The Growth portfolio excludes L&G equities. The global equity benchmark is 60% FTSE All Share Index, 40% FTSE AW All-World (ex
UK) Index. *Liability benchmark (see page 17).

The Bond portfolio excludes L&G corporate bond fund.

The total scheme return is shown against the liability benchmark return (see page 17). The Growth portfolio
return is the combined Newton and Schroder DGF portfolios and is shown against a notional 60/40 global
equity benchmark and the underlying benchmarks of each fund for comparison purposes. The Bond
portfolio is the combined Newton and Schroder corporate bond portfolios and is shown against the Over 15
Year Gilts Index and Index Linked (Over 5 years) Index.

Individual Manager Performance

Manager/Fund Portfolio Return B:ﬁ:;?,:;k
Q12013 Q12013

% %

Newton Real Return 6.0 1.1

Schroder Diversified Growth 6.4 20

L&G — Overseas Equity 14.9 14.4

Newton Corporate Bond 1.7 1.3

Schroder Corporate Bond 1.7 1.6

L&G — Corporate Bond 1.8 1.7

Source: Investment managers, Thomson Reuters. Performance is money-weighted.

London Borough of Barnet Superannuation Fund 9
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The previous table shows the breakdown of the individual manager/portfolio returns against their underlying
benchmarks.

Total Scheme - performance relative to liability benchmark

12.0% 12.0%
8.0% 8.0%
4.0% -+ 4.0%

£
-g 0.0% r 0.0%
x
-4.0% -4.0%
-8.0% -8.0%
°
-12.0% -12.0%

e ¢ e £ £ £ £ ¢ o o o 0

N [s2] <t - N [s2] < - N [s2] < —

(¢} (¢} (¢} (¢} (¢} (¢} (¢} (¢] (¢] (¢ (¢] (¢]
B Benchmark Return (LHS) Fund Return (LHS)
©® Quarterly Outperformance (RHS) ® Quarterly Underperformance (RHS)

Source: Investment managers, Thomson Reuters. Liability benchmark effective from Q1 2011.

The Scheme achieved a return of 5.1% over the quarter and outperformed the liability benchmark return by
1.7%. This was due to a combination of rebounding equity markets and good corporate bond returns.

The chart above shows the historical returns against the WM Universe for information. The new strategy
against the liability benchmark is effective from 1 January 2011.

The Scheme generated a positive absolute return as all the underlying funds generated positive absolute
returns, the strongest absolute performance came from L&G — Overseas Equities. On a relative basis, all
the underlying funds outperformed their respective benchmarks over the quarter.

The Growth Portfolio, comprising the two DGF funds, underperformed the notional 60/40 global equity
benchmark, by 5.7%, as the equity markets performed very well compared to the DGF funds. Itis usual to
expect DGF funds to underperform equities in rising markets. The Growth portfolio returned more than both
of the LIBOR +4% and the RPI +5% target returns of the respective DGF funds. The Growth portfolio’s
positive absolute (and relative) return over the quarter was driven by both the DGF Funds.

The Bond Portfolio, comprising the two corporate bond portfolios managed by Newton and Schroder,
outperformed the Over 15 Year Gilts Index (by 1.2%) and underperformed the Over 5 Years Index Linked
Gilts Index (by 7.3%).

London Borough of Barnet Superannuation Fund 10
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Section Three — Manager Performance

Newton - Real Return Fund - performance relative to portfolio benchmark
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# Quarterly Outperformance (RHS) e Quarterly Underperformance (RHS)

Source: Investment manager.

The Newton Real Return Fund return was 6.0% compared to its LIBOR + 4% p.a. benchmark return of 1.1%,
thereby outperforming by 4.9%. In comparison to a notional 60/40 global equity benchmark return the Fund
underperformed by 5.9%.

The Newton Real Return Fund produced a positive absolute return during the quarter; the performance
(6.0%) was driven by its allocation to equities over the quarter. The allocations to Health Care and Telecoms
were the largest contributors to performance within the equity segment. Banks and Mining were the only
sectors to produce a negative contribution.

The return from the bond element of the Fund was positive, but not to the same extent as equities. Holdings
in Australian and New Zealand government bonds were particularly beneficial to the Fund.

The Fund's high weighting to cash was a drag on performance in a quarter where the Fund's equity and
bond allocations performed well.

Over the 12 month period, the Fund returned 9.5% versus the benchmark return of 4.6%. In comparison to a
notional 60/40 global equity benchmark return the Fund underperformed by 7.5%.

London Borough of Barnet Superannuation Fund 11
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Schroder - Diversified Growth Fund - performance relative to portfolio benchmark
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Source: Investment manager.

The Schroder DGF return was 6.4% compared to its RPI + 5% p.a. portfolio benchmark return of 2.0%,
outperforming by 4.4%. In comparison to a notional 60/40 global equity benchmark return the Fund
underperformed by 5.5%.

The significant position in equities was the largest contributor to performance over the quarter. Equities
(particularly Global, US and the fund's 'Quality Yield' basket of equities) and high yield bonds delivered the
largest contributions to returns over the period. Cash and FX were a drag on the Fund's total return over the
quarter.

A position in leveraged loans was introduced in February, allocating 1% of the Fund to the M&G European
Loan Fund and Invesco US Senior Loan Fund at the expense of US investment grade bonds.

The manager has a view that central bank policy is too powerful to ignore, and by compressing yields, they
are encouraging investors to take additional risk. As a result Schroders are focussing on areas which are
well positioned to cope with the low growth environment. They remain positive on equities, favouring the UK
and US markets.

Over the 12 month period, the Fund returned a strong absolute return of 9.8% versus the benchmark return
of 8.4%. In comparison to a notional 60/40 global equity benchmark return the Fund underperformed by
7.1%.

London Borough of Barnet Superannuation Fund 12
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Asset allocation for growth managers: movement over the quarter

Q1'13 Q1'13 Q4 '12 Q4 '12

Newton Schroder Newton Schroder

% % % %
UK Equities 15.2 5.5 15.3 0.1
Overseas Equities 40.9 42.8 40.8 484
Fixed Interest 10.6 - 10.6 -
Corporate Bonds 10.8 7.5 10.8 104
High Yield - 20.8 - 18.8
Private Equity - 1.2 - 1.3
Commodities 3.8 4.0 3.8 6.3
Absolute Return - 4.2 - 4.9
Index-Linked 4.7 - 4.7 -
Property - 0.3 - 0.9
Cash/Other 14.0 13.7 14.0 8.9
TOTAL 100.0 100.0 100.0 100.0

Source: Investment managers.

Note: Totals may not sum due to rounding.
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Newton - Corporate Bond portfolio - performance relative to portfolio benchmark
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Source: Investment manager.

The Newton Corporate Bond portfolio outperformed its benchmark by 0.4% and returned 1.7% versus the
benchmark return of 1.3%. An underweight position to A-rated bonds was beneficial as was the underweight
position in banks, where Newton have a higher quality bias.

Over the 12 month period, the Fund returned 14.2% and tracked its benchmark.

Schroder - All Maturities Corporate Bond portfolio - performance relative to portfolio
benchmark
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Source: Investment manager.

The Schroders Corporate Bond portfolio marginally outperformed its benchmark, returning 1.7% versus the
benchmark return of 1.6%. The Fund benefitted from its overweight position in the insurance sector,
underweight position in the long end of the gilt curve, and also from security selection.

Over the 12 month period, the Fund returned 12.2% versus the benchmark return of 11.9%.
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L&G — Overseas Equities
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Over the first quarter of 2013, the Fund outperformed its benchmark by 0.5% and generated strong positive
absolute return of 14.9%.

Over the 12 month period, the Fund return was 17.6%, against the benchmark return of 17.2% thus
outperformed its benchmark by 0.4%.

The Fund has outperformed its benchmark over the 3 year period.
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L&G — Active Corporate Bond - All Stocks - Fund
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Source: Investment manager.

Over the quarter the Fund outperformed its benchmark by 0.1% and generated positive absolute return of
1.8%.

An overweight exposure to collateralised bonds added to performance. This sector was attractive to
investors as these bonds were higher yielding and were a means to avoid M&A risk increasingly being seen
in non-financial sectors. An overweight to risk in the quarter had a positive impact on performance in an
environment of positive credit returns.

LGIM have also been switching investments from financials into higher yielding non-financial bonds given
what they believe to be the relatively high valuation of financial bonds. Within financial bonds LGIM prefer
insurers.

Over the 12 month period, the Fund has performed well with a return of 12.8% compared with the
benchmark return of 12.0%.

The Fund has outperformed its benchmark over the 3 year period.

London Borough of Barnet Superannuation Fund 16
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Section Four — Consideration of Funding Level

This section of the report considers the funding level of the Scheme. Firstly, it looks at the Scheme asset

allocation relative to its liabilities. Then it looks at market movements, as they have an impact on both the
assets and the estimated value placed on the liabilities.

Allocation to Bond and Growth assets against estimated liability split

Proportion of
Liabilities %

Dec 12 Dec 12 Mar 13 Mar 13
Assets Liabilities Assets Liabilities
m Bond Assets m Pensioner Liabilities m Deficit
Grow th Assets Non-Pensioner Liabilities M Surplus

The chart above shows the allocation of the Scheme to Bond and Growth assets (see Glossary of Terms for
definition) against the estimated liability split, which is based on changes in gilt yields underlying the Scheme
Actuary’s calculation of liabilities. The reference yield for the liabilities is the over 15-year gilt yield, as shown
in the Market Statistics table in Section 2. These calculations do not take account of unexpected changes to
Scheme membership and should not be construed as an actuarial valuation. However, by showing

approximations to these liabilities, this chart should assist the Panel in making informed decisions on asset
allocation.

Over the quarter, the funding position improved by 0.9%, led by an increase in the value of assets coupled
with positive cashflow which was partially offset by an increase in the estimated. The Scheme was
approximately 73.2% funded as at 31 March 2013.

The split between non-pensioner and pensioner liabilities is estimated to have remained fairly stable over the

quarter. The Scheme remains very underweight to Bond assets relative to its estimated pensioner liabilities;
a mismatch that leaves the Scheme exposed to interest rate risk.

London Borough of Barnet Superannuation Fund 17
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Scheme performance relative to estimated liabilities

N W b

:)e--,J |

T m

Q2 2012 Q32012

Q4 2012 Q12013

OAsset return (scaled by funding level)

m Cashflow effects

O Liability impact

m Change in estimated funding level

The above chart shows, for each quarter, how changes in the value of the assets and the liabilities,
combined with the cashflow of the Scheme, have affected the funding level. As detailed earlier, the value of
the liabilities has been estimated with reference to changes in the gilt yields underlying the Scheme
Actuary’s calculation of liabilities, as shown in the Market Statistics table.

Over the quarter, the estimated funding level increased by 0.9%, from 72.3% to stand at 73.2%, due to an
increase in the assets due to the positive absolute returns coupled with positive cashflow and which was
partially offset by an increase in the estimated value of the liabilities.

Therefore, based on movements in the investment markets alone, this quarter has seen an increase in the
Scheme’s estimated funding position with a decrease in the funding deficit.

Overall, Q1 2013 has been a positive quarter for the Scheme in terms of the funding level.

London Borough of Barnet Superannuation Fund 18
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Section Five — Summary

Overall this has been a good quarter for the Scheme in improving equity markets.

In absolute terms, the Scheme’s assets produced a return of 5.1% over the quarter. All the growth and bond
portfolios produced positive absolute returns.

In relative terms, the Scheme outperformed the liability benchmark return (see page 17) by 1.7%. All the
funds outperformed their respective benchmarks; with the largest contribution coming from the DGF's, both
of which outperformed their respective benchmarks.

The combined Growth portfolio underperformed a notional 60/40 global equity return, producing a positive
absolute return of 6.2%, and outperforming the benchmarks which are cash-based.

The combined Bond Portfolio outperformed the Over 15 Year Gilts Index by 1.2% and underperformed the
Index Linked Gilts (>5 Years) Index by 7.3%.

Over the quarter it is anticipated, all other things being equal, that investment conditions had a positive
impact (0.9%) on the Scheme's estimated funding level which was 73.2% as at 31 March 2013.

London Borough of Barnet Superannuation Fund 19
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Appendix
Liability benchmarking

An assessment of Scheme liabilities and how they change would require details of membership changes and
actuarial valuation calculations to be carried out. However, by considering the changes in value of a suitable
notional portfolio, based on your own liabilities, we can obtain an approximation to the changes in liabilities
which will have occurred as a result of investment factors. In this report, when we refer to “liabilities” we
mean the notional portfolio representing the actuarial liabilities disclosed in the actuarial valuation report
dated 31 March 2010, adjusted approximately to reflect changes in investment factors. This will, therefore,
not reflect any unanticipated member movements since the actuarial valuation. However, as a broad
approximation it will allow more informed decisions on investment strategy. When we refer to the "liability
benchmark" we mean the estimated impact on the liabilities (as referred to above) based on market

movements alone.

Summary of current funds

Manager Date of Management |Monitoring
Appointment |Style Benchmark
Newton Real December Active, pooled | 1 month LIBOR To achieve significant real
Investment Return 2010 plus 4% p.a. rates of return in sterling
Management terms predominantly from a
Limited portfolio of UK and
(Newton) international securities and
to outperform the
benchmark over rolling 5
years
Newton Corporate |December Active, pooled | Merrill Lynch To outperform the
Bond 2010 Sterling Non Gilt benchmark by 1% p.a. over
Over 10 Years rolling 5 years
Investment Grade
Index
Schroder Diversified | December Active, pooled |Retail Price Index |To outperform the
Investment Growth 2010 plus 5% p.a. benchmark over a market
Management cycle (typically 5 years)
Limited
(Schroder)
Schroder All December Active, pooled | Merrill Lynch To outperform the
Maturities 2010 Sterling Non-Gilts |benchmark by 0.75% p.a.
Corporate All Stocks Index (gross of fees) over rolling
Bond 3 years
Legal and World (ex |September Passive, FTSE AW World Track within +/- 0.5% p.a.
General UK) Equity {2008 pooled (ex UK) Index the index for 2 years in
Investment Index Fund every 3
Management
(L&G)

London Borough of Barnet Superannuation Fund
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Summary of current funds (continued)

Manager

Date of
Appointment

Management
Style

Monitoring

Benchmark

L&G Active December Active, pooled |iBoxx Sterling Non- | Outperform by 0.75% p.a.
Corporate |2008 Gilts All Stocks (before fees) over rolling 3
Bond — All Index years
Stocks
Internal Property N/a Active, UK IPD Property | Outperform the index
property unit |Index
trust portfolio
Newton Balanced |April 2006 Active, WM Local Outperform by 1% p.a over
Investment segregated Authority Weighted |rolling 3 years, and not to
Management Average underperform by 3% in any
Limited rolling 12 month period
(Newton)
Schroder Balanced |1994 Active, WM Local Outperform by 1% p.a over
Investment segregated Authority Weighted |rolling 3 years, and not to
Management Average ex underperform by 3% in any
Limited property, Japan rolling 12 month period
(Schroder) and other

international
equities

London Borough of Barnet Superannuation Fund
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Glossary of Terms

‘ Term

Absolute return

Definition

The overall return on a fund.

Bond asset

Assets held in the expectation that they will exhibit a degree of sensitivity
to yield changes. The value of a benefit payable to a pensioner is often
calculated assuming the invested assets in respect of those liabilities
achieve a return based on UK bonds.

Growth asset

Assets held in the expectation that they will achieve more than the return
on UK bonds. The value of a benefit payable to a non-pensioner is often
calculated assuming the invested assets in respect of those liabilities
achieve a return based on UK bonds plus a premium (for example, if
holding equities an equity risk premium may be applied). The liabilities will
still remain sensitive to yields although the Growth assets may not.

Duration

The average time to payment of cashflows (in years), calculated by
reference to the time and amount of each payment. It is a measure of the
sensitivity of price/value to movements in yields.

Funded liabilities

The value of benefits payable to members that can be paid from the
existing assets of the scheme (i.e. those liabilities that have assets
available to meet them).

Market stats indices

The following indices are used for asset returns:

UK Equities: FTSE All-Share Index

Overseas Equities: FTSE World Index Series (and regional sub-indices)
UK Gilts: FTSE-A Gilt >15 Yrs Index

Index Linked Gilts: FTSE-A ILG >5 Yrs Index

Corporate Bonds: iBoxx Corporate Bonds (AA) Over 15 Yrs Index
Non-Gilts: iBoxx Non-Gilts Over 15 Yrs Index

Property: IPD Property Index

High Yield: ML Global High Yield Index

Commodities: S&P GSCI GBP Index

Hedge Funds: CSFB/Tremont Hedge Fund Index

Cash: 7 day London Interbank Middle Rate

Price Inflation: Retail Price Index (excluding mortgages), RPIX

Earnings Inflation: Average Earnings Index

London Borough of Barnet Superannuation Fund
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Market volatility

The impact of the assets producing returns different to those assumed
within the actuarial valuation basis, excluding the yield change impact.

Money-Weighted rate
of return

The rate of return on an investment including the amount and timing of
cashflows.

Non-Pensioner liability

The value of benefits payable to those who are yet to retire, including
active and deferred members.

Pensioner liability

The value of benefits payable to those who have already retired,
irrespective of their age.

Portfolio benchmark

The benchmark return of the each manager/fund.

Relative return

The return on a fund compared to the return on another fund, index or
benchmark. For IMAGE purposes this is defined as: Return on Fund /ess
Return on Index or Benchmark.

Scheme investments

Refers only to the invested assets, including cash, held by your investment
managers.

Standard deviation

A statistical measure of volatility. We expect returns to be within one
standard deviation of the benchmark 2 years in every 3. Hence as the
standard deviation increases so does the risk.

Surplus/Deficit

The estimated funding position of the Scheme. This is not an actuarial
valuation and is based on estimated changes in liabilities as a result of
bond yield changes, asset movements and, if carried out, output from an
asset liability investigation (ALI). If no ALI has been undertaken the
estimate is less robust.

Time-Weighted rate of
return

The rate of return on an investment removing the effect of the amount and
timing of cashflows.

Unfunded liabilities

The value of benefits payable to members that cannot be paid from the
existing assets of the Scheme (i.e. those liabilities that have no physical
assets available to meet them). These liabilities are effectively the deficit
of the Scheme.

Yield (gross
redemption yield)

The return expected from a bond if held to maturity. It is calculated by
finding the rate of return that equates the current market price to the
discounted value of future cashflows.

3 Year return

The total return on the fund over a 3 year period expressed in percent per
annum.

London Borough of Barnet Superannuation Fund
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JLT Manager Research Tier Rating System

Tier Definition

BUY

Significant probability that the manager will meet the client’s objectives.

HOLD

Reasonable probability that the manager will meet the client’s objectives.
This fund will not be put forward for new investments but there is no
intention to sell existing holdings.

REVIEW

The manager may reach the client’s objectives but a number of concerns

exist. The JLT Manager Research Team are currently reviewing this fund.

SELL

There is a reasonable probability that the manager will fail to meet the
client’s objective due to a number of key concerns and therefore we
recommend clients to redeem their assets.

This report is written for the addressees only and may not be further copied or distributed without the prior permission of JLT Investment

Consulting. The value of investments can fall as well as rise and you may get back less than your original investment. The past is no
guide to future performance. The information contained in this report is compiled from sources which we believe to be reliable and

accurate at the date of this report.
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JLT Investment Consulting

St James's House, 7 Charlotte Street,
Manchester, M1 4DZ
Fax +44 (0)161 253 1169

CONTACTS

Julian Brown, PhD IMC

JLT Investment Consulting

Tel: +44 (0) 207 528 4024
Email: julian_brown@jltgroup.com

Jignasha Patel, MMath (Hons) IMC
JLT Investment Consulting

Tel: +44 (0) 161 253 1163

Email: jignasha_patel@jltgroup.com

JLT Investment Consulting. A trading name of JLT Benefit Solutions Limited.
Authorised and regulated by the Financial Services Authority.

Registered in England: 6 Crutched Friars, London EC3N 2PH

Tel +44 (0)20 7528 4000 Fax +44 (0)20 7528 4500. www.jltgroup.com.
Registered in England Number 02240496. VAT No. 244 2321 96
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