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Board
Part 1 minutes of the meeting held on 9th October 2009
	Present

Anthony Mayer (Chairman)

Michael Deakin (Deputy Chairman)

Niaz Alam
Icki Iqbal
Shiria Khatun
John Cox
Angela Pober
Michael Cassidy
Sarah Smart
Bill Roots

Peter Lang
	Mike Taylor (Chief Executive )

Mike Allen (Director of Pensions)

Jeff Houston (Director of New Business)
Vanessa James (Director of Investment).
Susan Martin (Director of Organisational Development)
Adrian Bloomfield (Director of Finance)
Minutes and action points taken by: 
Greg Smith (Board Secretary)


1.
INTRODUCTORY MATTERS
There were no declarations of personal or prejudicial interests in any matter to be considered at the meeting.
No apologies were received.
Submission

The Executive report PF 1335 attaching the minutes and action points of Part 1 of the meeting held on 26th June 2009 was submitted to the meeting for formal approval.
Discussion

A minor amendment was made to page 3 of 8 to clarify that it was a review of the effectiveness of Audit Committee which is to be carried out.

Decision
[1]
The minutes of PART 1 of the meeting held on 26th June 2009 were agreed and signed as a true and accurate record.
2a.
REPORT OF THE PERFORMANCE AND ADMINISTRATION COMMITTEE
Submission

The Executive report PF 1336 reporting the draft minutes of the meeting on 9th September 2009 was submitted to the meeting for consideration. A copy of the 1st quarter review of performance was attached for information and Board were asked to approve the Pensions Administration Strategy Statement.
Discussion

Anthony Mayer introduced the report and highlighted the issues arising from the minutes. In particular he drew Board Members’ attention to the results of the 1st quarter review of performance, and the Pension Administration Strategy Statement which allows for an additional administration charge on employing authorities if they fail to meet the proposed service levels. 
Board Members queried a number of points in the 1st quarter review, such as whether a consistent use of “top 10” case types could be used. Mike Allen described the difference between cases completed on-time and average elapsed time, and noted that LPFA is currently looking into ways to improve elapsed times.
Sarah Smart queried one of the deliverables under the Business Growth programme relating to developing an investment service. However it was clarified that this was not investment advice, but rather offering LPFA’s investment expertise in information translation and committee support. However LPFA is undertaking a joint investigation with TfL on possible unitisation, and CLG were due to issue a consultation paper on the amalgamation of small funds – however this has not been issued to date. 

Board Members requested that they be kept updated of opportunities in relation to investment services in advance of them being agreed.

John Cox queried how LPFA’s relative investment performance compared to that of other London Boroughs. It was noted that different funds have different maturity levels but Officers were asked to prepare a report to Board stating whether it was possible to compare the performance figures, and if so how LPFA’s relative performance compared.
Discussion continued on death overpayments and the probate process, and Angela Pober asked for information on the organisational head count vs vacancies carried. It was confirmed that this information is provided 6 monthly to Performance and Administration Committee in the Staffing Report, the next one is due on 10th November. 
Additional amendments to be made to the performance plan include the clarification of days lost to sickness – number or proportion, noting whether the annual figures are calculated with reference to financial years or rolling years, and assessing why there were gaps for the percentage of members surveyed during 2008-09.

Peter Lang asked for an update on LPFA’s environmental indicators, and whether it was now possible to measure electricity usage. These are reported at mid year and year end points and therefore will be submitted to Performance and Administration Committee on 10th November. Jeff Houston confirmed that energy use can now be measured, and the steps that had been taken to reduce usage, such as a reduction in the number of servers, use of VM Ware technology, and staff being encouraged to turn off all electrical equipment.

Attention was drawn to the lower than expected performance of the Hammersmith and Fulham contract however it was confirmed that this was due to additional work caused by a large redundancy exercise and an agreement had been reached with the agency to the delayed timescales.
The aim of the Pension Administration Strategy was explained, as was the consultation exercise which is being carried out with employers. Jeff Houston confirmed that LPFA would not be taking on any additional financial liability by implementing this process.
Decision

[1]
The decisions and actions set out in the draft minutes of the Committee’s meeting of 9th September 2009 were agreed.

[2]
The Pension Administration Strategy Statement was approved.

2b.
REPORT OF THE AUDIT COMMITTEE
Submission

The Executive report PF 1337 reporting the draft minutes of the meeting on 15th September 2009 was submitted to the meeting for information, along with a minor amendment to Committee terms of reference for approval.
Discussion

Minutes from the special Audit Committee on 23rd September were tabled.

Bill Roots introduced the report and highlighted the positive news that LPFA’s accounts had been signed off on time and an unqualified opinion had been issued by the Auditors. However there had been two Audit Committee meetings in eight days and it had been a difficult process – LPFA had made mistakes and there had been unexpected attention given to LPFA’s alternative assets.
An action plan had been developed to improve LPFA’s performance, and Audit Committee members will be holding an inquest into how the problems arose. Mike Taylor confirmed that progress against the action plan will be reported back to Committee members, and that he was holding a meeting with the Regional Operations Director of the Audit Commission to discuss the way the audit had been conduced.

The issue of the appointment of a lay representative to Audit Committee with investment and accounting experience was raised and on John Cox’s recommendation the Institute of Chartered Accountants of England and Wales (ICAEW) will be contacted to see if they can suggest anyone suitable.

A minor amendment to Committee terms of reference was approved and it was noted that the review of the effectiveness of Audit Committee will take place in November 2009.

Decision

[1]
The decisions and actions set out in the draft minutes of the Committee’s meetings of 15th and 23rd September 2009 were agreed.

[2]
Audit Committee terms of reference were amended.
2c.
REPORT OF THE INVESTMENT COMMITTEE
Submission

The Executive report PF 1338 reporting the draft minutes of the meetings held on 23rd September 2009 was submitted to the meeting for information. 
Discussion

Michael Deakin began by going through the key points of the meeting and noting the more favourable conditions and rising equity markets. The workplan on ESG issues was discussed.
Michael Cassidy noted that the Cayman Islands had recently been underwritten by the Treasury and therefore it was still a valid question which Investment Committee should be monitoring.

It was confirmed that a paper will be submitted to Investment Committee in November on the possibility of reinvesting the UBS cash in a non equity liquid type of asset – of which corporate bond is an option.

Action points will be appended to all draft minutes for both Board and Committee meetings.

Decision

[1]
The decisions and actions set out in the draft minutes of the Committee’s meeting of 23rd September 2009 were agreed.

3.
BOARD AWAYDAY
Submission

The Executive report PF 1338 providing Members with action points from the Board Awayday of 22nd and 23rd September 2009 for formal ratification was submitted. 
Discussion

The Chairman introduced the paper and highlight to Board Members that the Awayday had not been a formal meeting and that the Mission Statement, Strategic Objectives and Investment Principles and Beliefs required formal ratification.
Referring to the Investment Principles and Beliefs John Cox stated that he did not share the belief that the incorporation of ESG issues would deliver the best long term returns, due to lack of evidence, and had a similar feeling regarding alternative assets. 

The Chairman felt it legitimate for individual Board Members to hold different beliefs however the majority of the Board did hold the beliefs identified and therefore they were accepted. 

It was noted that these were in fact beliefs, but that the more detailed investment strategy sat below these.

Discussion turned to the 3 year priorities and Angela Pober felt that the term sustainability should be renamed affordability, as had been discussed at the Awayday. Mike Taylor noted that the key arguments in this area, and clarity on facts and figures would be presented to the December Board Meeting.
The Chairman summarised by noting the approval of the investment beliefs and principles, the underlying investment strategy, and the Mission Statement and Strategic Objectives.

Decision

[1]
That members approved the investment principles and beliefs
[2]
That members confirmed the Mission Statement and Strategic Objectives.
4.
BOARD PERFORMANCE EVALUATION
Submission

The Executive report PF 1340, setting out draft results of the Board Performance Evaluation and areas for improvement, was presented.
Discussion

The Chairman began by thanking Board Members for their positive input into the survey, but stated there were learning points which would be considered and covered during the 1-2-1 appraisal sessions which are being held over the Autumn.
Niaz Alam felt it was a useful exercise and Michael Deakin was keen that in future the opinion of the Executive is also fed into the process. The review also highlighted that the role of Audit Committee could be widened to cut across the whole organization and that Committee would need to consider its remit in relation to processes.

John Cox felt that Board Members should meet without Officers in some instances, and that Investment Committee should consider the range of skills of its membership to ensure they are appropriate.

Improvements which could be made to the survey and clarifications to the questions noted and Angela Pober was keen that this was an annual exercise.

The Chairman was keen to point out that Board Members were appointed not only for their individual area of expertise, but also because they could provide an overview to other areas. He felt LPFA was a mature organization, with Board member ownership of key areas of strategy and policy. However Board members should provide a role in scrutiny and not stray into the areas of management.

The relationship between Board and Committees was discussed and it was agreed that there was an appropriate distinction between reports which were received by Committee, and those received by Board. Board Members were however able to attend additional Committees if they wished. 
In conclusion Mike Taylor noted that it had been a positive exercise, conducted in full public session and that there were learning points in relation to governance and the role of the Board Members. Moving forward the survey will be refined and consideration will be given to a 360 degree process. 

An additional page was circulated matching Board Member areas of focus for the 2010, with the Strategic Objectives and Mission Statement.

Decision

[1]
Members noted the draft results of the Board Performance Evaluation survey.
5.
BOARD GOVERNANCE
Submission

The Executive report PF 1341 presenting changes to the Constitutional Document following the restructure, developments in constituting a quorum and the process for admitting bodies to the Fund was considered.
Discussion

Greg Smith introduced the report, highlighting suggested changes to the Constitutional Document to form a quorum via telecommunications, amendments to Scheme of Delegations to Principal Officers taking the restructure into account, an addition of the valuation assumptions to Matters Reserved for Board, and LPFA’s revised policy on admitting new bodies to the Fund.
On the issue of telecommunications Members were concerned with the instances when such a clause could be used, and saw it was used in exceptional circumstances, rather than as a rule. Officers noted instances where it would have been useful, specifically for Committees, and that no problems had been reported in these trials.

Procedural guidelines are to be produced by Greg Smith, incorporating suggestions made by Board Members such as ensuring the person on the phone is in a confidential area, is not recording the meeting, has seen the papers, and is taking full part in the meeting. Additional call handling technology, such as a mute button and a dial in pin service are to be added to the procedural guidelines.

Discussion turned to Matters Reserved for Board where it was agreed to alter the wording of the matters reserved on Valuation Assumptions – Approval of final valuation assumptions as negotiated by the Chief Executive and Actuary, and the associated recovery plan. It was noted that papers on this issue must be presented to Board before the final decision on assumptions is made.

Additional insertions to be made include a catch all paragraph to cover all discretions, one for public policy statements and one for changes in pricing policy for all Third Party Agency activities. The wording used in the Scheme of Delegation to Principal Officers should be matched to Matters Reserved for Board to ensure the correct emphasis is achieved.

The Chairman was keen that in future all drafting queries or points of clarification should be submitted to the Board Secretary prior to the meeting, and that the meeting should only receive queries on policy, strategic issues, or those where formal approval was required.

Board Members were informed that a secure section on the website is being developed which will house all Board papers, minutes, action points and training opportunities.
Sarah Smart raised a number of points in relation to the policy on admitted bodies, including the admission of short life bodies and the ability of CLG to force LPFA to admitted short life bodies to the Fund. Amendments were made to the policy to ensure it is more robust, and it was noted that if CLG was forcing LPFA to admit a short life body then it would require Board approval. In addition, any requests for admission agreements which fall outside the specified process will be subject to full Board approval.
Decision

[1]
Amendments to the Constitutional Document was agreed in principle, subject to the drafting changes and points of clarification.
[2]
Members approved the policy in relation to admitting new bodies into the Fund, subject to the insertion of additional phrases giving full Board discretion for any instances outside the normal rules laid out in the policy.

ANY OTHER BUSINESS
Training needs were raised and John Cox reiterated that the levels of expertise of investment committee members should be examined to ensure it is appropriate for the level of functions.
Following a discussion it was agreed that a Committee of investment experts was not desirable, however a certain level of knowledge to contribute to the meeting was required. The question on skill level in the Board Performance Evaluation survey will be altered in future to reflect this point.
Part 1 minutes signed as a true and accurate record
Anthony Mayer, Chairman
17th December 2009
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