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Report from Barnett Waddingham LLPOs Senior Partner , Adrian Waddingham

cases. Since that Act, the PPF and The Pensio
Regulator have been established and are already :
work helping many hard-pressed defined benefit
schemes. However, the much bigger pensions crisis
the reduction in pension provision for the future B
remains, and even Lord TurnerOs otherwise excell
report failed to offer any encouragement to pension
scheme sponsors.

It is of course a matter of concern that some 85,000
BE former employees of companies that have gone bus
S ' have ended up with smaller pensions than they were

| became senior partner of Barnett Waddingham ineXpecting (often due to legislation as to how the fund
October last year when Huw Wynne-Griffith stepped's shared out B not the corporate failure itself). But of
down after 16 years in the post. Huw has built up agreater concern is that a much larger group of
well-regarded, professional firm with three hundredemployees will end up with smaller pensions becaus
people in our six offices throughout the country. HeSO many pension schemes have closed. Employers w
has led the firm through substantial, unbroken growth.being required to offer guarantees now costing so
All our clients and staff owe so much to him, and it ismuch more than ever anticipated. The recent White
with some trepidation that | take up the reins! | and all Paper does offer the prospect of long overdue helj
the partners will ensure that we maintain the here, and it is to be hoped that, by positive
character of the firm. We are pleased that Huw €ncouragement, British employees will be offerec
remains as a partner and that we will continue to rather more than the shallow NPSS benefits.

benefit from his wise counsel.

Our always-busy life insurance team has been in the

The first 8 months as senior partner have been VerShiCk of developments in the life insurance world. The)
busy as | have also been the Chairman of thavork with many life insurers, and have again beer
Association of Consulting Actuaries (this is a two yeap€avily involved in the latest studies on improving
appointment which came to an end in June 2006). Inongevity.

that capacity, | have been involved with the

discussions and negotiations with various branches dgarnett Waddingham continues to provide high
the (sometimes less-than-joined-up) government andduality advice to guide our clients through todayO:
administration. It has been an eye-opener for me tofegulatory mazes. Our hallmark remains putting
see the detail of how government pension policy isactuarial issues into a business context. Our hard-
formed - usually as a reaction to events. We, asworking staff are here to help and | hope this Annual
actuaries’ know how essential Clear’ |Ong_term Review will give you a taste of the kind of work we all
planning is if we are to maintain the British habit of do. That we all enjoy working with our clients will, |
good, workplace pension schemes. Pensions Ministet§Pe, also shine through.

are switched almost as soon as they learn what a

pension scheme is, and the 2004 Pensions Act (just like Adrian Waddingham
the Maxwell Act of 1995) was driven by a few hard September 2006



Barnett Waddlngham L kdises in a wide range of areas. We started 17 years ago in 1

traditional actuarial areas of modelling populations (and future trends in rates of mortality), the valuatio
reserves for insurance companies, assessing pension scheme liabilities for trustees as well as for sp
employers and advice on the nature and type of investment appropriate to the attitude of clients to the risk in
(and helping to define OriskO for different clients).

Recognising the needs of other, new markets we have expanded in recent years into advising on individual
provision through arrangements like group personal pensions and stakeholder schemes. However, thrc
changing emphasis of the regulatory burden we came to the conclusion some three years ago that it wc
appropriate to separate the more traditional work from the new areas and so w8aetettp\Waddingham
Investments Limited.

Barnett Waddingham LLP is regulated by the Institute of Actuaries in respect of a range of investment b
activities whereas Barnett Waddingham Investments Limited is authorised and regulated by the Financial ¢
Authority.

Despite this difference in the relevant regulatory regime and the distinction we have created by havin
organisations, we seek to apply the same high standard of service through each company b and, just as in
we try and ensure that where it is necessary to involve each company, the service we provide is seamless

We all answer to the nanBarnett Waddingham.
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New Partners

We welcomed a number of new Partners and four ne

Associates last June.

ﬂ

Shirley Cluff heads the
Pension Scheme
Administration Team in

service across all our offices

simplification would make
things easy?0).

Carole Wargs a consultant in
our Admin  Team in
Cheltenham but also has
Project Management
responsibilities. Carole was
part of a Project Management
Group installing a new service
for a client insurance
company.

Sam Meldrun{Amersham) is

an unusual actuary in that he
works in IT and now has
responsibilities across all our
offices for this work. Sam
believes (probably with some
justification) that he might be

the first BW actuary to pursue
a career in IT Ofrom the
beginningd B but he will not
be the last.

London and also heads the
OSimplification®  Admin

(Shirley asks OWho said

Adam  Walker is a

thoroughbred pensions
actuary (he trained in
London) and has recently
decided to move back up
North and will have
professional as well as
management responsibilities
in our expanding Liverpool
office.

Graeme Muijoins as an
additional Local Government
Pensions Partner and is
based in our Glasgow office.
Graeme is a frequent
speaker on local goverment
pensions.

Paul Jaysonoins as a

pensions Partner in the
London office. Paul is a
Scheme Actuary with 19
years of experience who
advises big or small pension
schemes, and companies.

Sk

There is more information on Graeme and Paul later i
this Review.

Our four new Associates are Andrew Roberts
(Liverpool) who will be working on BWIL matters as
well as applying his actuarial skills, Mandie Bird
(Cheltenham) with responsibilities in Pensions Admir
Sarah Brown (also an actuary in Liverpool) and Aliso
Hamilton (an actuary based in Glasgow) who work:
with Graeme on Local Government Pension Scheme:



Increasing capacity in the longevity market (at last!)

The recent dominance of the bulk annuity market byassumptions made by actuaries advising insuranc
two big players (Prudential ar®d) may be coming companies and those advising pension schemes (w
to an end with the entrance of some new players. Thithis be a first?).
increase in market capacity has been made possible
because the new players think they now have a bettefhe improved ability to match liabilities has also ariser
understanding of longevity risks and an improvedthrough Oliability drivenO investment strategies tha
ability to match such long term liabilities. make use of developments in markets for credit
derivatives and for inflation OswapsO. These investm
Research by the actuarial profession over the past fewnarkets allow the creation and use of what are callec
years is allowing insurers to make more informedOsynthetic assetsO that better match the duration an
judgments on the likelihood and extent of increases imature of long term liabilities.
longevity continuing into the future. New actuarial
tools are also being developed that assist insurers 50, pension schemes are now also increasingly takir
understanding the range of potential future increasesspecialist actuarial advice not just on the investment
in longevity as well as their financial implications. side of Omatchingd but also the likely longevit
Research into longevity differentials by region andexperience of scheme members. For some schemes t
socio-economic factors means that insurers are novalso means that actuaries can assist in negotiating the
better able to calculate prices that reflect each best price from insurers.
portfolioOs characteristics and this affects their pricing.
The new players in this insurance market clearly
Insurance companies have to guarantee that theirexpect to make money out of what they hope will be
liabilities will be met and so increasing longevity has,a trend for employers to pass the mortality and
necessarily, to be taken into account. Until recentlyfinancial risks to them rather than run those risks
this was not the case with pension schemes. Ashemselves b well, weQll see.
employers now also have to guarantee their pension
scheme promises, they too are looking more closely at
mortality assumptions than hitherto_ Projected Future Life Expectancy For Male Pensioners Reaching Age 60

According To Projections Carried Out In Various Years
29

1999
Insurers claim a greater understanding of and even

ability to manage longevity risks. They believe that %
this makes them the natural home for longevitys
pension scheme risks rather than the employerzsés
balance sheet. The continuing gap between insurers® —
and some pension schemesO perceptions of longevity
risks means that the cost of transferring this risk is
currently too high. [ =

17 e

1968

Audltors are’ hOWeVer’ nOW beglnnlng to asle?O 1976 1982 1988 1994 2000 2006 2012 2018
themselves if longevity assumptions should not form a
part of FRS17 reporting. Moreover, The Pensions
Regulator also has longevity on his agenda. We could,

therefore, begin to see a convergence between the

2024 2030



Barnett Waddingham Investments Limited

Barnett Waddingham Investments Limited continuesash deposit. It might well be that a return of, say,
to grow, providing services to clients where FSA12% is better than Othe average fundO but clients wi
regulation applies and where very specialist expertisaot necessarily see it that way!
is required. Barnett Waddingham Investments Limited
specialises in three main areas: Since Pension Simplification in April we have seen .
number of clients whose plans will be affected by the
¥ Investment advice to Self Invested Personal Pensiohsfetime Allowance and who are therefore considering
and Small Self Administered Pension Schemes other ways in which to save other than by approved
¥ Consultancy advice to employers regarding theension arrangements. We have developed sorr
implementation, maintenance and communicationinteresting solutions based offshore which have beei

of defined contribution schemes well received (as well as by UK residents who ar
¥ Group risk benefits currently expatriates but may return in due course).
Investment services We are currently working on a series of Barnett

A tale with a lessonEEone of our enthusiastic youngWaddingham Investments Limited OEIC funds (Ope
advisors was discussing the possible allocation of th&nded Investment Company) suitable for both pensio
very significant assets of the personal pensionand private investors; these would supplement oul
arrangement of a young female client (in the existing range of investment propositions. These fund
Oentertainment industryO). Having been told how muéould provide access to investment managemen
was involved his next question was OAre you married9€vices normally available only for funds of £10

(at least his Oknow your clientO form was correctlipillion or more. The minimum investment for these
completed!). new funds will be in the region of £10,000.

Many of our investment clients have retired or arePension consultancy service

approaching retirement and the preservation of capitalThe trend to Defined Contribution pension

is often important for them. Other clients are keener toarrangements has opened a new opportunity for

target growth as a priority. Regardless of our clients®arnett Waddingham B and one that we are not slow

needs, our advice is based on investments in higko take up.

quality, liquid investments, which aim to provide

growth combined with flexibility should circumstances Some of these new arrangements are the less commc

change. Otrust-based® arrangements B that is, there al
trustees who are responsible for the investment anc

In order to acknowledge the different appetites for riskadministration of the arrangement whereas others, the

amongst clients, Barnett Waddingham Investmentssast majority are Ocontract-basedO B where &

Limited has developed its own system for providingnsurance company will issue a contract to each

asset allocation advice supported by access to a widmdividual member. It is almost invariably the case that

range of funds via an IT platform. Importantly, wewe will be advising the employer but where the

acknowledge the concerns that clients have witharrangement is trust-based then we could be advising

ensuring some level of security of capital and so onthe trustees.

going monitoring typically measures the return

achieved which would otherwise be available from a



Barnett Waddingham Investments Limited hasGroup Risk Department

available all the skills necessary to project-manage theroup risk products are now regulated by the FSA ar
introduction of a new DC arrangement  and have sehe firmOs specialist group risk department now dea

up over 60 in the past couple of years, with awith rebroking services for various group risk
membership measuring from a few dozen up to ongnsurances across the whole firm.

measured in thousands.

Discounts can be negotiated with insurers in specific
The sort of thing Barnett Waddlngham Investmentscases. Items such as the emp|oyer©s post code,
Limited does is advise on the differences in Nationalgcation of the building from which the employer

Insurance contributions, the mechanism for providingrades, the distribution of occupations and the claims
tax relief and most importantly, communication with history can all form an important part of the

employees (particularly in the transition from an negotiation process.
existing trust-based arrangement to one that is to be

contract-based in future). This is particularly true when risk benefits are operatet

as part of a flexible benefits arrangement allowing
The selection of the provider is very important. Thigmployees to vary the level of cover.

area of advice covers not just the question of past
investment performance but also the standard ofThe close association between all of Barnett

administration and the quality of the ObrandO. Waddingham®s teams ensures that a seamless &

comprehensive service can be provided to our clients
The review of arrangements that were set up some
years ago is also just as important as setting one Upssmmss
from scratch. Just like DB schemes, DC arrangemer “}"1‘:_
need to be checked over on a regular basis to ensufis =
they remain in working order. Insurance companies =
change over time and their internal practices change™
(as one would expect) and it is important for the
employer to ensure that he is still getting value for {53
money. After all, when an employer is paying :
significant contributions into a pension plan it is |4
important that the members see the value of what is™

being provided.

Barnett Waddingham Investments Limited has now.
built up a bank of experience in this area and we are
able to offer our corporate clients a complete review
service and to project manage and implement the nevBarnett Waddingham Investments Limited now
arrangements drawing on the experience and skills ofunctions from all our offices (except Glasgow B but
the whole of Barnett Waddingham. watch this space) and, hereOs a picture of (nearl
everyone at their recent, very successful away-day.



IT D the quiet heroes of Barnett Waddingham

ONobody knows quite what they do and they seem tsurprising total given that we have only 300 people in

cost a fair bit but we couldnOt do without them andthe firm). Setting up links with client systems also

they appear to give us good valueO. You would bekes up a lot of the IT teamOs time.

forgiven for thinking this was a quote from a Barnett

Waddingham client - but no, the boot is on the other Protecting our network from viruses is an ongoing

foot, it is what a partner said about our IT team - the task. Despite receiving 10,000 email viruses over th

forgotten heroes. last 12 months, all were detected, quarantined and
destroyed, thus ensuring the firm suffered not ever

We have a total IT team of 14 people, based in Londoone outbreak.

Amersham and Leeds, who are involved in a number of

areas related to IT, from carrying screwdrivers througlnother area of support is to partners when otlieof

setting up new machines to conform with our office. An example is the installation of wireless

standard specification to writing specialised software.broadband into homes to access work emails ant

They are all a very valuable part of what keeps the firndocuments. Blackberries were issued as partsof thi

as efficient as we believe it to be. Some of the Londoscheme at the beginning of the year, which haggrov

team are shown below. to be a big success for partners D if not for fduaities.

Particular activities that have kept them busy this yearAnother new development is the extension of the IT
have been writing the software for the continued team into our Leeds office, which will share

development of Penstream (a part of what we callresponsibility for firm-wide prgjects and provide
BWebstream) and servicing our 400 computers (&echnical support for all the firmOs staff and clients.

i S BWebstream

prnstream




FRS17

Actuaries and Company Accounts statements. The ASB has also proposed othershanc
The last year has introduced some major changes @ the notes, including the disclosure of the cbst
the way companies have to account for pension cost§uying-out the liabilities with insurance polici€bese

- with further changes on the horizon both in the UK changes are planned to be effective for accounting
and internationally. periods ending on or after 31 December 2006.

For the first time, UK companies now have to put th Meanwhile in the US, the Financial Accounting
full pension deficit as a liability on the compiaaignce ~ Standards Board appears to have reached the san
sheet. It seems remarkable that the previous UKonclusion as its UK counterpart and has proposed fu
accounting standard kept such significant liasligff ~ recognition of the pension liability on the balance
the balance sheet and would often result in corapani sheet (the current US standard permits some
entering a pension asset on the balance sheet eve@smoothingO of the deficit, with the result that
though the pension scheme had a huge deficit. significant liabilities are often not recorded on the
balance sheet). This change is also planned to con
However, a difficulty with the full recognition of into effect at the end of this year.
deficits on the balance sheet is the sensitivity of the
size of the deficit to the actuarial assumptions used.IFRS2 and FRS20
One of the key assumptions is the interest rate used té\s if there werenOt enough acronyms around, IFR
discount the future pension payments back to theand FRS20 are new accounting standards whicl
balance sheet date. The accounting standard requireequire a value to be placed on share-based paymen
this discount rate to reflect the yield on high quality and shown as an expense in the P&ffibss account.
corporate bonds. For the last five years now, we havBhare-based payments include all types of share
published a survey of the key assumptions used bgwards such as stock options, share grants under lor
FTSE100 companies for determining the value of theterm incentive plans and employee share save
pension liabilities Our latest survey revealed the usechemes. IFRS2/FRS20 will have a major impact «
of discount rates for reporting as at 31 DecemberProfit& Loss accounts for those companies that have
2005. (see our website, www.barnett-waddinghatk.co.uhistorically excluded these types of award from their
for the full survey and for future developments). financial statements.

The spread of discount rates was only 0.2% peiThe basic principle is that share-based payments mu:
annum, however such a range could alter the liabilitybe assessed by reference to Ofair valueO using
on a companyOs balance sheet for a typical pensiaption pricing model which takes into account
scheme by as much as a quarter! Not surprisinglyexpected future movements in the companyOs sha
therefore, the choice of discount rate has come undeprice. We have found that our actuarial expertise is
increasing scrutiny from auditors, now that the deficit ideally suited to the economic modelling required to
is entered on the balance sheet. produce the necessary valuation calculations anc

disclosure information required under the new
One of the other key assumptions for assessingmpens accounting standard. As well as helping our existing
liabilities is life expectancy. The UK Accountingclients we have also held a number of successfu
Standards Board (ASB) has proposed that dethils of training sessions for auditing firms who are also trying
assumption be disclosed in the notes to the fiaanci to get to grips with the new standards.



Investment strategy for charities

Barnett WaddinghamOs past experience of the charity todayOs environment, when charity trustees hav

sector has predominantly been in advising onbeen given the freedom by the Charity Commission t

employee benefits for charitiesO staff. Howevethink in terms of a Ototal returnO approach to charity

recently we have been getting more involved withinvestment, rather than thinking rigidly in terms of

work on the charitable funds raised and administeredncome and capital, the comparison between pensiol

by charities. schemes and charities grows stronger. It has been ot
experience that clients have found the cross-

Our work usually falls into two interrelated areas. fertilisation between the two areas very useful.

First, our life insurance team has used its experience in

actuarial reserving to provide support and technicalSome of the issues which affected pension scheme

assistance to charities in determining the level andsome years ago D such as the limitations of using onl

type of reserves a charity should hold where either thg@eer-group benchmarking and applying constraints

incidence or the amount of both spending and incomehat resulted in narrow investment opportunities are

may not be certain. Determining appropriate currently being dealt with by many charities and some

contingency margins and other mechanisms forof our clients have adopted the Opension schem

controlling risk are also part of the exercise. ThemodelO of a fundamental review every three years wit

typical client here would be a grant-making charity less profound annual reviews and quarterly reports. |

dependent on regular donations and which is subjects not all one-way traffic, either, as thinking about the

to practical limitations on the degree to which it can particular circumstances of charities has given us

adjust its expenditure. much to consider in the way that we look at and
advise our pension clients.

The second area, in which our pensions team has been

particularly involved, is setting investment strategy.Pension scheme trustees are beginning to apprecial

The typical client would be the trustees of athe benefit of the new OTrustee Knowledge anc

permanent endowment, established to provide fundindJnderstanding® requirements. Our charity client

for a specific purpose and where no future additionalseem to agree that some additional training, preparing

contributions are expected. Our work with closedclear statements of policy (for example, a OStatemet

occupational pension schemes, also long-termof Investment PrinciplesO) and receiving

investors, means that we are used to thinking abouttomprehensive professional advice on matters lik

the kind of problems involved. management styles, benchmarks, manager selectic
and portfolio transition helps them to perform their

Our view is that a charityOs investment strategy shoulown function better and gives them increased

be fundamentally related to its expected distributionsconfidence in their role.

and its ability to adjust in the event of adverse

experience. As a result, an investment strategy projedtVe are delighted to be able to help charity trustees

will often start with a thorough review of the charityOswith this work.

objectives, financial position, and regulatory or other

restrictions. In the same way that we project forward

expected cashflows for our pension scheme clients, we

do the same for our charity clients and look to set an

investment strategy which meets the charityOs

expected cashflow needs.



Cheltenham 10 year anniversary

In January 2006 our Cheltenham office celebrated itgension scheme which is one of a number of long-
10-year anniversary. standing clients that have been with us since the
Cheltenham office opened in 1996. The Cheltenhar
office is justifiably proud of its low staff turnover and

even lower client turnover during the last 10 years.

The Cheltenham office started as a result of aaobnt
we won to work on the insured clients of Eagle Biar
meant that we had three months (and over Christmas)
get the new office up-and-running from a bare aigcr
floor in the Quadrangle. We also had to desigwaseft
that would talk to Eagle StarOs systems as well
discussing the transfer with the 19 new membeyarof

During the last 12 months Barnett Waddingham
Investments Limited has established a presence i
@Sheltenham with Rob Thomas joining the office to
_ X provide advice to employers on stakeholder
staff (moving from a large insurance company W m  5rangements, insurance products and other FSA
smaller consulting firm was always going t0 De oy jated advice. The Cheltenham office is also th
something of a shock for them). We did it andffi®@o  ome of the Barnett Waddingham SIPP (Self-Investe
grew very rapidly. In fact it was only a few yeefsre  porgona| Pension) which was launched in June 199

we had to move to much larger offices in St JamesQgq where we now look after assets of nearly £40C
House D our current home. million.

Of the original 19 staff there are 15 who still remain ) ) )

with us even if hairstyles and waistlines might have'We celebrated our 10th anniversary in style by taking
changed somewhat during the intervening 10 yearsOVe' the Daffodil restaurant in Cheltenham for a
Our Cheltenham office now boasts nearly 70 Staffblack-tle dinner for all members of staff and their

including 6 partners and 5 associates (some are showpfher halves. The partners who were involved in the
below). establishment in the office, joined us for the evening,

.and senior partner, Adrian Waddingham, presented th

The Cheltenham office looks after some of the firmQgginal 15 members of staff with a gift to mark their
biggest administration clients including the Remploy years with Barnett Waddingham.




Clients new and old

Final salary scheme costs Getting to grips with The Pensions

A partner in the London office acts for the employer OfRegulator (and setting up a new scheme!)

a final salary pension scheme. Its contribution|n the summer of 2005, after The Pensions Regulatc
requirement meant that benefits needed to be reducegnd the Pension Protection Fund had come intc
or possibly frozen. We noted that around £2.5m ofexistence, Nick Salter (Amersham) and Paul Hamilto
the annual contribution resulted from the cost of (Glasgow) were working on an interesting case
financially beneficial early retirement terms. Thejnyolving both of these bodies. Swissport UK Ltc
Company had known that there was a cost to grantingbaggage handlers at Heathrow) had gone into
early retirement but not the financial impact. administration and in the normal course of events, the

Agreement was reached between the company, thgension scheme would then have ended up in the PP
trustees and certain highly-paid individuals (but not

the other members) to limit their early retirement = Background
rights with the result that the employerOs contribution \when a scheme winds up, the benefits for
could be reduced b albeit with some financial ’

_ remaining members will be secured by purchasing
compensation to the members concerned.

immediate and deferred annuities from an
_ insurance company. If there are insufficient assets
The scheme remains open to new members andiy, g this (as was the case for this scheme), then
benefits have been maintained. the shortfall is a debt due from the employer. If
that debt cannot be paid in full (in this case

Derbyshire Building Society because the employer was in administration, and
New client Derbyshire ' the assets of the company were not sufficient),

The Derbyshire Building SocietyOs first = then the scheme may be eligible for the PPF, which
task  for  Barnett takes over from the scheme, and provides the

Waddingham has been to review their investment members with somewhat reduced benefits.

strategy. The main focus is to reduce the volatility of purchasing annuities (or Obuying outO benefits)
the asset value relative to the accounting value of the normally costs significantly more than ongoing
pension schemeOs liabilities, whilst maintaining pension schemes expect to need. This is because
appropriate scope for investment outperformance ongoing schemes expect investment returns to pay
through tactical asset allocation and stock selection. - some of the cost. In an ongoing scheme, if the

expected investment return doesnOt come through
This led to what has now been fashionably dubbed a the employer can make up the difference over
OLiability-Driven InvestmentO (LDI) review (altheg time. Once an insurance policy is purchased, there
liability profile has always been Barnett Waddmg@l® will be no more money forthcoming, and so
starting point for any strategic investment review) uncertain additional investment return cannot be
anticipated.
It became apparent that the careful use of swap
contracts was the best way to address the majority ofrhe Swiss parent company, Swissport Inc, was a mu
the interest and inflation risks inherent within the bigger company and though it had no liability to the
liability profile. As a building society, it was helpful scheme, it wanted to try to make sure that members
that the sponsor was well aware of the features andgot their full benefits and avoided the PPF and its
mechanics of swap arrangements. cutback benefits. However, the Swiss company did nc



want to become liable for the potential buyout cost B Hijllier Nurseries

only the normal cost of running an ongoing scheme. e congratulate one of our Amersham officeOs newe
_ _ clients, Hillier Nurseries, on winning their 61st
Working closely with the trustees of the scheme andconsecutive gold medal at Chelsea Flower Show i

their advisers, Barnett Waddingham came up with aviay. We understand this puts them in the Guinness
plan sanctioned by TPR, to: Book of Records.

¥ Pay off the deficit within the scheme on the Hillier Nurseries started, like Barnett Waddingham, a:
company accounting standard FRS17 (rather tham small company that focused their attention on their
the buyout cost); main area of expertise D in their case, trees. They offi

¥ Add a new employer (another UK subsidiary of the complete garden design and construction service

Swiss parent), that would be liable for contributions provided by dedicated teams of skilled specialists (.
to keep the FRS17 position topped up; and pattern not unlike our own).

¥ Ensure a guarantee from the Swiss parent taitteds
that the new employerOs payments would be made. |nsurance company staff pension

schemes

Our Cheltenham office has a number of insurance
company clients where we provide advice on the
. . v " companyOs staff pension arrangement. As insuran
instead, they agreed a slightly modified plan @sttision companies, they are well aware of the risks imvoive

would be left to the members. A new scheme wagp set sponsoring a final salary pension scheme, patticula
as described above and members given the option 3P g y D ' P

transfer to the new scheme (on full benefits here given the compliance and reserving environments ir
thev were and therefore end up in the PPE on de Olucewhich they themselves operate. Over the last iysar o
ber?/efits Not surprisingly the rr?ajority of the nmmb V€ have helped these clients with some modelling wo

to test how the financial position of their pension
chose to transfer. . .
scheme would change under various scenarios. The
Ostress testsO included major shifts in finackatm
Gamg, set and match to Barnett and changes in demographics. The tests weredery w
Waddingham ranging and included catastrophes such as the effect
Our Leeds office was appointed in autumn 2005 tomultiple deaths caused, for example, by a flu paade
prOVide actuarial, COﬂSUlting and administration Those outside effects that influence the way an
services to the Dunlop Slazenger Pension Scheme. TiRgurance companyOs pension scheme liabilities mc
Amersham office was originally involved in prOV|d|ngW||| themselves have an effect on the insurance

advice to the purchaser of Dunlop Slazengercompany itself and its reserving pohcy
International Limited in 2003, and it is very pleasing

that we have been remembered by the trustees and tqhe results were included in the internal models that

add another well known name to our client list. Dunlopthey use to test the resilience of their business to suct
Slazenger is one of BritainOs best known sports branglsanges. Up to now, we have mainly seen these stre:
and partner John Harrison (Leeds) heads up our teamasts being carried out within the insurance industry,
There is no truth in the rumour that John is planningput we would not be surprised to see pension scheme
to take up squash! following suit.

The trustees were unable to agree with these plapos
because there was a chance that some memberdeight
worse off than going into the PPF (the alternatbe)



The Barnett Waddingham Newsletter

It is not all work and no play at Barnett Waddingham Steve LeafLeeds) did the same in June D their traffic
and there is much that the staff do together outside coinciding with that of Royal Ascot at York races!
their professional activities. These and other items of

news appear from time-to-time in our quarterly Heading in that direction by way of getting engaged
internal newsletter that the staff themselves produce.were Paul Hamiltorf{Glasgow)Alex Pococd.ondon),
For reasons of editorial control (or rather the lack ofandJoanne Meugkondon).

it!) these are not published more widely. However, we

thought you might like to read some of the items that Prizes

have featured over the past year. We were delighted to share

in the particular success of
Andy GreigCheltenham) for
winning a best performance
overall prize in the PMI
exams.

Births, marriages, prizes and other
parish notices (a selection of stories)

Births
For some reason births are relatively rare events i
Barnett Waddingham (no doubt the demographers i noteworthy
the firm will give us lots of good reasons for this) and was the
so when one does happen it is cause for celebrationne prize is being awarded %Ward of the
(not that the staff need much of a reason to party). 7¢"" Green Presidentofthe Burns Prize tol
However, the past year has been a bumper one. Rod Goodyétondon). This is award
Debbie Matrave(€heltenham) became the mother of by the Institute of Actuaries for speci
Isabelle Charlotte in January.

Susanna MorrafCheltenham) and Colin became the

happy parents of Alistair Henry in August. We should also mention if rather vicariously (but just

Pete NorrigLondon IT) became the proud father of as noteworth . . x
. . ! . y) the prize won IBddie CampbellOs

Elliot Harry in October. The only baby with his own Gl 3 h ised il

website at birth (but thatOs IT for you). (Glasgow) son, James, who was recognised as

"2005 under 20 Athlete of the Year" for javelin. Well
Heather Peteféondon) became the proud mother of done to James.

Benjamin Thomas James in December.

Christopher Tagbeeds) became the father of a rather
weighty Joseph Daniel in August.

Danny WildingLondon) became the father of a son
(again - thatOs three, Danny B but whoOs countin
Robert Simon was born in March.

Also very

merit in passing the examinations.

Guy DovélLeeds) is a member of a brass band thai
came second out of 15 from all over the world in a
competition held in Chantilly in January (cold!). A bit
Jtcarious that one too, but the band is very successful
The band was also to be seen playing at the Rughb

. League World Cup Final (Elland Road and an audien
Marriages of millions).

Now these events are much more common D itOs our

youthful staff © and we celebratddacey YuillOs congratulations also to all those who were successfu
(Glasgow) marriage in August abve Hitchiner in the various professional exams that they took (toa

Michael LawsofLeeds) took the plunge in July.



Other parish notices Jon Bridge(Cheltenham) OappearedO on a Radi

Quite apart from the World Cup, The Ashes andsloucestershire lunchtime phone-in P this one was ol
Wimbledon, sport seems to rank high on the list ofPensions. The first question was OWhat is the earlie
favourite activities amongst Barnett Waddingharfi sta age you can receive protected rights?0O What an unfz
For example, we have significant inter-officeryivial ~ duestion to ask a seasoned actuary! Jon doesnOt w
football, cricket, table tennis and pool and whisidon ~ in admin - if only heOd phoned a friend.

and Amersham feature quite frequently in the lists Other interesting items covered a world record abseil
(because of convenient geography) sport is biielse  entries in Crufts, a blind wine tasting (they put

blindfolds on!), the Dream Trip to Birmingham (this i<
Leeds and Liverpool joined in the 6-a-side footie (antn annual event which has included Berlin, Oslo

Glasgow was represented). Amersham kept the scorqblin, Rome, Paris etc B but Birmingham?) a bex
and, guess what, Amersham won. In response, Lond@sktival and pub quizzes.

insisted on keeping the score for the annual Amersham
v London cricket match. London won that one. The annual
Christmas
London also managed a last minute win againstparty usually
AmershamOs best in the annual pool match (what@gpears in the
that about a mis-spent youth?). newsletter as
a three page
Paul HamiltoiGlasgow)ark Underwood.eeds) and ~ spread — with
Carole WardCheltenham) did the Great North Run links to
(apologies if we missed anyone). The whole of thélirectories of
Cheltenham office did a Company Marathon Challengghotographs that are best not circulated at home.
- teams of 10 runners against the clock and each otheHowever, we would like to know what you tihiitkir
over 26 miles (so each runner covers 2.6 miles). ~ Shah(London) has done to ups€tive Grimley
(London) and whatdrian Waddinghai@®mersham)
The Liverpool office did The Wirral Walk with finewas explaining to two of our pensioners. We offer a
views of North Wales b they also bottle of champagne for the best captions.
went en masse to see Starlight
Express and Miss Saigon.

The Comic Relief charity is well
known and the offices do their bit
in raising money. BuRobert
WakefieldLeeds) must have won
a prize for this.! (youOd have a
problem on the London Tube

dressed like that B well, maybe congratulations to everyone who contributes to and

not: nobody would dare approach edit the Newsletter D itOs always a source of gre:

Ed).




One big happy family Working with Local Government

In the 1970s a television programme called The Brac
Bunch was watched by a huge audience of pre-teenac
children. It was a cheesy American show about twc
families that lived together in a big house. The whole
became greater than the sum of the parts.

We were appointed by our
first local authority pension
fund client in 1994 and the
local authority sector has
always been an area we would
like to develop. However, it
was not until late 2005 when

And so it was when the Actuarial Consulting &

Benefits practice at Higham Group transferred to an opportunity arose which
Barnett Waddingham in early 2006. Tracey McManus, allowed us to help achieve this
Claire Lancaster, Martin Hooper and Paul Jayson objective.

(shown below from the left) crossed the Thames to take
up residence in our London office. Paul became & February, Graeme Muir and his team joined ou
partner of the firm. The enlarged pension team nowGlasgow office with all of their clients, including their
serves the combined Barnett Waddingham and exiocal authority clients. Just a few weeks later we
Higham Group clients. were appointed by Somerset County Council, a £1b
Fund, comprising 30,000 members, thereby increasir
The fit between the practices has been excellent. Weur ongoing actuarial appointments to 12% of the
all have many things in common including a client- local authority market - a number we intend to grow
focussed ethos, a Owhatever it takesO attitude and ganer the course of the next few years. Graeme and h
working relationships with other firms of advisers. Allteam have been advising local authority pension fund:
staff work freely and easily together in a totally for over 20 years and, in fact, have advised over half c
supportive environment. Whilst no two firms operateall local authority pension funds in some shape or forrnr
in exactly the same way the best processes anduring that time.
procedures have been taken from each team for the
benefit of the combined client base. The arrival of Graeme and his team also significantl
strengthened our relatively new team in Glasgow
which meant that we needed more space. We havi
now taken new offices B but within the same building.
Thereby (and in true Scottish manner) avoiding the
need for new notepaper.

Graeme is the first Fellow of the Faculty of Actuaries
(who, those North of the Border would claim, are the
only real actuaries) in our ranks.
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