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CUSTODIAN PROCUREMENT

Report by Chief Financial Officer

JOINT MEETING OF PENSION FUND COMMITTEE AND 
PENSION BOARD

16 June 2016

1 PURPOSE AND SUMMARY

1.1 The purpose of this paper is to provide the Committee and Board 
with an update on the procurement for the Pension Funds 
Custodian.

1.2 Identified within the Business Plan approved at Committee on 16 June 
2016 was the requirement to undertake a tender process for Custodian 
services.  It was also previously approved on 10 December 2015 that the 
procurement would be undertaken using the Norfolk Framework.

1.3 A review of the current services provided by the current custodian JP 
Morgan against the requirements from both an asset security and 
accounting perspective was undertaken which highlighted the requirement 
to expand the services to be procured.  This will include Performance 
monitoring information previously provided by WM Performance Services.

1.4 Officers will work with Members of the Pension Fund Appointment Sub-
Group to evaluate the tenders and agree a recommended to the September 
2016 Joint Pension Fund Committee and Pension Board.

2 RECOMMENDATIONS

2.1 It is recommended that the Committee and Board:

(a) Agree the revised services to be procured;

(b) Notes the timetable for the procurement as detailed in para 
4.3; and

(c) Notes a further report and update will be provided at the 
September meeting.
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3 BACKGROUND

3.1 The Business Plan approved at Pension Fund Committee on 18 June 2015 
agreed to undertake procurement for Custodian services for the fund.

3.2 On 10 December the Pension Fund Committee approved the use of the 
Norfolk framework for the Custodian to ensure the procurement could be 
undertaken in a timely fashion without impacting adversely on the quality 
of the service being provided.

3.3 Custodian services have been provided by JP Morgan since 2005.  The 
limited service currently procured is the traditional services covering the 
following areas:

(a) Safekeeping of assets

(b) Trade settlements

(c) Tax reclaims

(d) Income collection

(e) On-line reporting

3.4 Performance reporting service was, until 1 April 2016, provided by WM 
Performance Services who will now only provide the service to customers 
also procuring their custodian service.

3.5 Over recent years the reporting requirements of the fund have increased in 
both complexity and volume.  The increased number of fund managers and 
the diversity of investments now held by the fund have added to the 
complexity.  The Capital and Investment Team currently undertake the 
work required to complete the necessary accounting information from a 
number of sources, however, this is proving more challenging each year 
and the risk of errors is increasing.  Consequently there is considered a 
requirement to source accounting and performance services as part of the 
procurement of a new custodian.

4 FUTURE SERVICE REQUIREMENTS

4.1 The Norfolk framework covers the following custody services which the 
fund can procure.  Each service will be individually priced and is dependent 
on the size of the fund, number of transactions and number of fund 
managers.

Safekeeping of assets Trade Settlement
Tax Reclaims Corporate action Instruction & 

collection
Proxy voting facilitation Foreign exchange services
Cash Management Investment accounting
Online reporting Performance Measurement
Compliance Monitoring Passive currency hedge

4.2 The services procured are determined by the requirements of the fund, it is 
not necessary to up take all the services available under the framework.  
Officers, in conjunction with the Investment Advisor, have evaluated the 
requirements of the Fund and believe the following services should be 
included in the procurement.

(a) Safekeeping of Assets
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(b) Tax Reclaims

(c) Trade Settlement

(d) Income collection

(e) Investment accounting

(f) Performance measurement

(g) On-line reporting

4.3 The table below details the proposed timetable for procurement and 
transfer, if required, and follows the recommended timeframes as set out 
in the framework documentation:
Activity Target Date
Completion of procurement documentation 25/06/2016
Issue of tender documentation 30/06/2016
Deadline for Clarification questions 22/07/2016
Issue responses to clarifications 29/07/2016
Deadline for Tenders 15/08/2016
Bidder Presentations 31/08/2016 and 

01/09/2016
Tender Evaluation 01//09/2016
Recommendation to Pension Fund Committee 15/09/2016
Issue intention to award letters 16/09/2016
Standstill Period (10 days) 26/09/2016
Contract Award and commencement of 
transfers

01/10/2016

4.4 The Pension Fund Appointment Sub-Group with Officers will undertake the 
evaluation and provide a recommendation to the joint Committee and 
Board on 15 September 2016.

5 IMPLICATIONS

5.1 Financial
The current cost for Custodian and Performance reporting is £58k per 
annum.  With the introduction of Investment Accounting this will increase.  
It is hoped the increase will in part be offset by reduced costs for the 
Performance reporting due to all data being gathered in one system.  The 
final costs however will not be fully unknown until the tenders are received 
and will reported in September.

5.2 Risk and Mitigations
The role of the custodian is a core function in the safe keeping of the 
Pension Fund assets.  The services provided form a core mitigation against 
loss of funds and the correct collection of income.  The future selection of a 
strong competent Custodian a key risk if not undertaken correctly.

5.3 Equalities
It is anticipated that there are no adverse impacts due to race, disability, 
gender, age, sexual orientation or religion/belief arising from the proposals 
in this report.

5.4 Acting Sustainably
There are no direct economic, social or environmental issues with this 
report which would affect the Council’s sustainability policy.
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5.5 Carbon Management
There are no direct carbon emissions impacts as a result of this report.

5.6 Rural Proofing 
It is anticipated there will be no adverse impact on the rural area from the 
proposals contained in this report.

5.7 Changes to Scheme of Administration or Scheme of Delegation
No changes to the Scheme of Administration or Scheme of Delegation are 
required as a result of this report.

6 CONSULTATION

6.1 The Monitoring Officer, the Chief Legal Officer, the Chief Officer Audit & 
Risk, the Chief Officer HR, and the Clerk to the Council have been consulted 
and any comments have been incorporated into the final report.

Approved by

David Robertson
Chief Financial Officer Signature …………………………………..
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Kirsty Robb Capital and Investment Manager, 01835 825249

Background Papers:  
Previous Minute Reference:  Joint Pension Fund Committee and Pension Board, 10 
December 2015

Note – You can get this document on tape, in Braille, large print and various 
computer formats by contacting the address below.  The Capital and Investment 
Team can also give information on other language translations as well as providing 
additional copies.

Contact us at: Capital and Investment Team, Council Headquarters, Newtown St 
Boswells, Melrose, TD6 OSA Tel: 01835 825016 Fax 01835 825166. email: 
treasuryteam@scotborders.gov.uk
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