Quarterly Quiz Answers
Quarter 1, 2007
Question 1 Answer
The right answer is (c)   the ITPG operates under the auspices of the Pensions Management Institute (PMI) and membership is voluntary.

Membership of the ITPG is open to all who operate as independent trustees and agree to abide by their Code of Guidance.  Its membership list is publicly available.

The Treasurer, March 2007, Marketwatch News p4

The Code of Guidance is available at;

http://www.pensions-pmi.org.uk/trustees/IPTG/CodeOfGuidance2007.pdf 

Question 2 Answer

The right answer is (a) Not bound to pass on that income
HMRC goes on to suggest that many structures involving back-to-back loans may not now qualify for treaty benefits despite having done so in the past.  It also suggests that this new interpretation is unlikely to be significant in many cases and should only arise where there is an improper use of a double tax convention.

The Treasurer, March 2007, Withholding tax: Giving Clearance by Paul Cooper, Tax Partner, KPMG.
Question 3 Answer

The right answer is (b) it is the Arabic word for “certificates”, and in finance it means Islamic bonds.

The structure which satisfies Islamic requirements and UK tax regulations is described in April’s issue of the Treasurer by Mohammed Amin of PwC.

The Treasurer April 2007, A budget for business by Mohammed Amin, pp6-7
Question 4 Answer

The right answer is (d) all of the above

As reported in the Treasurer, all of the bodies are currently investigating or have proposed governance systems for private equity.  The FSA has issued a paper, to which the ACT has responded; IOSCO is conducting a review; the BVCA is setting up a working party and the Treasury Select Committee is undertaking an enquiry.

The Treasurer, April 2007, Technical Update p8 and The Big Bad Wolf, p 24 by Julia Berris.
Question 5 Answer 

The right answer is (b)   duration.
The Reporting Statement states: ‘In order to evaluate the economic resources available to the entity, users of financial statements are particularly interested in the period of time over which the liabilities of the defined benefit scheme mature.  A measure of this is the duration of the scheme liabilities, which should be disclosed in the financial statements.’  Also recommended is the addition use of a chart to show the cash flow profile of liability payments over time.
The Treasurer January/February 2007 Technical Update p8 and March Technical Update p8.
Financial reporting Council website: http://www.frc.org.uk/images/uploaded/documents/Reporting%20Statement%20Web%20optimised.pdf 
Question 6  Answer

The right answer is (b)  encouraging an investor to await the secondary market rather than invest in the primary loan syndication.

The above, plus making a price before allocations have been notified, are classified as front running. No trade needs to take place, as simply making a price can discourage a bank from participating in the initial syndicate.  It is regarded as undesirable because it undermines the primary process, prevents the market from operating in an orderly manner and because it can leave underwriters with more than their anticipated hold level.

The Treasurer, March 2007 Technical Update p8.
http://www.treasurers.org/technical/resources/lma/LMAsupplementFeb2007.pdf 
