Securities Lending
Questions for Northern Trust

The NTGI Strategy newsletter from October 2007 and December 2007 discussed money market turmoil, flight to Treasuries and damages to SIVs.  The NT 2007 letter to shareholders in the annual report starts with a lead paragraph reporting on deterioration in the fixed income markets triggered by significant challenges in the subprime business.  This was followed by NT filings with the SEC for securities lending portfolio losses from Whistlejacket Capital LLC and White Pine Finance LLC in February 2008.   What changes or protections were added to the securities lending portfolios in light of this information? 
What are the current capital support agreements for Whistlejacket and White Pine?  
What is the minimum permissible NAV for the securities lending pool, $.995 or $.9975?  
Explain why NT did not need investor approval to split the lending pool with the index funds.  Are you obtaining audited financial statements pre and post reorganization?  

Since the portfolio manager, Michael Vardas, will not provide attribution on the fund, please confirm that investors are free to seek independent third party analysis of the portfolio.  

Explain why NT will not release security purchase dates.  That is information that should be available to investors.  

Are the prices on securities matrix pricing?  Do you test the matrix pricing with respect to individual securities held?  

The portfolio investing guidelines were expanded in a revision that went into effect July 16, 2007.  What was the thought process in this? NT noted, in its publication, that beginning June 30, 2007 credit rating agencies lowered ratings of many debt issuers active in the money markets.  
When will NT declare another deficiency? 

What are the criteria for declaring a deficiency?

Under what conditions will NT require investors to reduce the payable with cash payments?  (Conditions other than a withdrawal from the program.)   

What criteria were used to declare first deficiency?  Was it necessary?  
If funds are not needed for liquidity why did NT book a payable? 
Did you use the accounting standards and criteria for booking a liability?  
Are you going to explain that to my auditors? Is NT going to substantiate the liability at December 31, 2008 for my auditors?  
NT provides a download of all of the Foundation’s holdings for our auditors to independently test prices.  Will NT provide this for the lending portfolio?
Is NT obtaining outside tax opinions with respect to all of the transactions and the effect on the investors?  

Please provide copies of the current and last 3 years of audited financial statement for the fund. 

