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Board 
9th October 2009
Performance & Administration Committee
PF 1336
Item No. 2(a)
Purpose and summary
To consider the draft minutes of the meeting held on the 9th September 2009 as agreed by the Chairman of the Performance and Administration Committee.
Key issues

· LPFA continues to expand its services offered to the London boroughs, such as data cleanse projects and placements. 
· Progress continues with the development of the pension fund owned company.
· Joint working possibilities are being considered with TfL in selected areas.
· A copy of the Pensions Administration Strategy Statement has been provided at Annex 1 for formal approval.
· A copy of the 1st Quarter Performance Report 2009-10 is attached for information (Annex 2).  This is a version for public consumption and a document containing a more detailed analysis of agency income, as went to Performance and Administration Committee, is available to Members on request.
· Penrose Financial Ltd have been appointed for a period of 6 months to assist with press management and the sustainability campaign.
Recommendation
[1]
That the decisions and actions set out in the draft minutes of the Committee meeting of the 9th September 2009 be agreed.

Report date: 1st October 2009
Lead: Chair of Committee
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Performance & Administration Committee
Minutes of the meeting

held on 9th September 2009
Draft minutes for submission to Board

Present
Anthony Mayer 
(Chairman)


Icki Iqbal


Angela Pober


Shiria Khatun


Mike Allen
Director of Pensions


Adrian Bloomfield
Director of Finance


Jeff Houston 
Director of New Business


Susan Martin
Director of Organisational Development


Mike Taylor
Chief Executive Officer


Neil Lewins
Commercial Services Manager

Apologies
Bill Roots


Minutes taken by
Greg Smith
Board Secretary


Kulsum Kaneez
Corporate Development Advisor

1.
DECLARATIONS OF INTEREST
There were no declarations of any personal or prejudicial interests in any matter to be considered by the meeting. 

2. INTRODUCTORY MATTERS

Submission

Executive report PC 153 reporting the minutes of the meeting held on 12th May 2009, and as reported to Board in draft form in June, was submitted to the meeting for consideration and formal approval. 

Discussion

Angela Pober requested that a summary of actions from the previous Committee be appended to the minutes in the future.

The matter arising, selecting an equalities champion from the membership of Performance and Administration Committee, was deferred by the Chairman until after the meeting.

Decision

[1]
The minutes of the meeting held on 12th May 2009 were agreed and signed as a true and accurate record.
[2]
Action points from Committee will be appended to the minutes.  
3.
MARKET UPDATE

Submission

The Executive report PC 154 providing an overview of the current position on agency contracts and other business initiatives was submitted to the meeting for consideration.

Discussion

Jeff Houston introduced the report and began by providing an update on data cleanse programmes which have been offered to London boroughs, and the new Client Liaison arrangement. Committee were informed of the shared services meeting which is due to take place on 15th September and hosted by LPFA. This mainly focused on the efficiencies that could be made in the area of communications – joint pension website development, and London-wide Annual Benefit Statement distribution.

The Society of London Treasurers had prepared a shared services report, however it was noted that there was no set formula for charging costs back to the pension fund and as such the figures were non-comparable. Committee discussed the best way to influence this group, i.e via a wider debate on sustainability rather than simply focussing on costs.

The Chairman noted that the Mayor is in support of expanding the services LPFA provides to other boroughs, and that the Chief Executive of London Councils will be preparing a report on pensions administration in London.

LPFA’s discussions with a major public sector service provider continue and it is believed that the Hertfordshire tender will be issued after the Christmas period, include a range of back office functions, one of which is pensions. LPFA would be a sub-contractor to the provider in this instance.

An update was provided on the options for LPFA to form a pension fund owned company and the addition opinion from Counsel had confirmed that this was vires. The next steps would be to discuss the matter with Investment Committee to assess the income stream and intrinsic value of the company. Icki Iqbal stated that it was LPFA’s monies which would be invested, not those of the Investment Committee, however it was noted that it was an investment committee decision under their terms of reference, and that, as an investment, it required their approval.
Jeff Houston concluded this item by describing activity in the value added services market and explaining the net margins to Committee.

Decision

[1]
Members noted the contents of the report.

4.
TfL – SHARED SERVICES

Submission

The Executive report PC 155 reporting progress on discussions with TfL was submitted.
Discussion

The report was introduced by Jeff Houston who emphasised that the discussions were not possible merger discussions, but options on how LPFA and TfL might begin joint working in the areas of investment, finance and pensions payroll to gain efficiencies.

Mike Taylor updated Committee on the research he had been conducting on the practicalities of the joint working, such as the options for unitisation of the funds and noted that LPFA would be the first local authority to do this.

Icki Iqbal queried whether there would be a legal merger, to which it was confirmed that the merging of the funds would be notional only to achieve efficiencies and achieve greater influence, and it would not be a legal merger. 
Decision

[1]
Members agreed to the setting up of joint working parties and for officers to report back to Committee with their findings.
5.
PENSIONS ADMINISTRATION STRATEGY (PAS)

Submission

The Executive report PC 156 including draft documents forming the Pensions Administration Strategy were submitted to the meeting for consideration.
Discussion

Jeff Houston described LPFA’s legal powers in implementing a Pensions Administration Strategy for LPFA fund employers, and that in effect the agreement would create a two way service level agreement between the employer and LPFA. Should the employer not adhere to the agreement there would be scope to vary the administration element of the contribution rate to take into account the additional work required and costs incurred by LPFA.

It was noted that the administration element of the employer contribution rates are currently fixed, and that all employers pay the same, whether good performers or poor. The Regulations now give the power to vary the rates for poor performers, and power to encourage employers to use LPFA’s online initiatives which have been developed.

Discussion continued on defining the scientific basis for calculating the additional costs, and how the additional revenue would be used to finance a short term employer liaison post to further educate employers. The main aim of the PAS is to educate employers to provide accurate, efficient data rather than to generate income. It will also clarify the difference between employer responsibilities, and administrating authority responsibilities to ensure that a clear division exists and LPFA is not performing the tasks of the employer.

The Chairman summarised the argument and Officers identified the pros and the cons of implementing such a strategy. However it was agreed that the strategy gave LPFA a way of encouraging poorly performing employers to provide more efficient data which would ultimately benefit the fund member via a faster, more accurate service.

Members of the Committee turned their attention to the level of service provided by LPFA to employing authorities. Certain tasks LPFA must perform, but others it is possible to limit or define. Currently there are no set service levels and the PAS would standardise the service to all employers, with the option for them to purchase additional services if required. The charges levied on employers for additional services would also be regularised under the PAS. Members considered the benefits of the three possible levels of service to employers – full, model and value. Jeff Houston was keen to point out that the full service was demand driven and therefore difficult to resource, whereas the value service would bring the service in line with the agency contracts and competitors and provide the largest scope for efficiencies. 

Included in the service level agreement are various LPFA responsibilities and the Chairman requested that the document entitled Variation of Contribution Rates – be updated to include sanctions on LPFA, should the levels of service not be met. It was however emphasised that LPFA is used to working under such service level agreements in via the agency contracts and therefore the risk of failing to adhere to the levels was minimal.

Mike Allen highlighted that the service currently provided to employers was reasonably successful and it was not something that needed changing dramatically, the PAS however would provide a fair mechanism for charging employers who provide poor, inaccurate data, while maintaining a different administration charge for the better performing ones.

Decision

Members agreed;

[1]
The documents which formed the PAS – subject to minor amendments.

[2]
That contribution rates could be varied in accordance with the provision of the Pensions Administration Strategy – Variation of contribution rates document, providing there were no undue risks or bureaucracy.

[3]
That monies raised under the PAS be used to fund a fixed term liaison post

[4]
That a paper on the level of service to be offered be presented at the November 2009 meeting and include a cost analysis against each level of service.

6.
SUSTAINABILITY COMMUNICATIONS PLAN

Submission

The Executive report PC 157 detailing the LGPS sustainability communications plan and proposal for PR assistance was presented to Committee.

Discussion

An updated sustainability communications plan was reported to Committee, along with a proposal for outside assistance in influencing the media. Jeff Houston recommended that Penrose Financial Ltd be appointed for a period of 6 months since, whilst all the applications received were of a high standard, Officers felt that Penrose had a greater understanding of the legal issues and administration of the LGPS.

The Chairman queried the exact role of Penrose and whether they could develop specific periods of action to fit with external events such as the general election in 2010. Jeff Houston clarified that the Chairman, Chief Executive and Board Members would continue their role in lobbying and liaising with appropriate stakeholders, but that Penrose would be used to set the agenda in the trade and national press. They would also be there to support the Chief Executive by, for example, arranging interview and press conferences at speaking engagements.

It was noted that a paper was required from the actuary on the facts and figures to back up LPFA’s arguments. 
Decision

[1]
Committee agreed the appointment of Penrose Financial Ltd for a period of 6 months at a cost of £49,500, subject to a discussion as to whether this period could be split to target specific events.

[2] 
Committee agreed that the cost of external assistance be met from reserves 

7.
STRATEGY FOR BOARD AWAYDAY

Submission

The Executive report PC 158 providing Committee with discussion topics to develop a 3 year strategy to report to the Board awayday was submitted.
Discussion

Discussion took place on the Mission Statement and the Strategic Objectives. The Chairman was keen that they remained unchanged to preserve continuity and enable staff to connect with them.
Decision

[1]
Committee agreed to retain the Mission Statement and Strategic Objectives for 2010-11 and agreed the strategic direction of the organization, subject to discussion with full Board.
8.
PERFORMANCE PLAN

Submission

The Executive report PC 159 considering first quarter performance against the Performance Plan 2009-10 was presented to Committee.

Discussion

Jeff Houston began by informing Committee of the reporting developments that had taken place in preparing the report, and noted that further improvements will be introduced once dashboard indicators had been effectively tested and monitored with Corporate Management Team.

Angela Pober commented that the report was an improvement and thanked staff involved for their efforts. The report now contained a more detailed analysis of on-time performance, and agency performance information.

Progress against the strategic programmes was highlighted, along with any key risks or issues that had arisen – all of the programmes either had green or amber status.

Mike Taylor drew Committee’s attention to the Hammersmith and Fulham on time statistics which were not as positive as other results, although it was noted that the client was aware of the situation and it was due to a combination of two outsourcing arrangements that were currently in progress at Hammersmith and Fulham, and the arrears of the national pay award settlement.

There were no major variances to report, but moving forward it was agreed to include “areas for concern” in this section as well as anyway major variances.

Decision

[1]
Members noted the contents of the report.
9.
LGPS UPDATE

Submission

The Executive report PC 160 providing Committee with a copy of the letter from CLG confirming an informal consultation exercise to consider possible amendments to the Scheme which initially focus, for reasons of Scheme stability and viability, on the 2010 Scheme valuation exercise was presented.
Discussion

Mike Allen discussed key issues with Committee and noted that the results of the 2010 valuation were likely to put upward pressure on employer contribution rates. For this reason the CLG consultation did not go far enough and was deferring the problem, rather than answering it. LPFA are supportive of CLG but would like to see a wider ranging consultation.

Icki Iqbal queried whether “pay as you go” was on the agenda, but it was highlighted that CLG was not looking at that option at the moment and was committed to a defined benefit scheme. 

The Chairman was keen that LPFA widened the agenda on sustainability and promoted the discussion if there were any delays from CLG.
Decision

[1]
Committee noted the content of the report and the attachments and agreed the approach to be adopted by the LPFA in the formal response to the exercise.
ANY OTHER BUSINESS

The Chairman asked whether any training needs had arisen during the meeting, however none were required.

In addition the draft schedule of meetings for 2010 was submitted.

There was no other business and the meeting was closed.

Approved for submission in draft form to Board on 9th October 2009.
Anthony Mayer 
Date: dd/mm/2009
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