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Board 
1st July 2011
Performance & Administration Committee
PF 1430
Item No. 2(a)
Purpose and summary
To consider the draft minutes and actions of the meeting held on the 11th May 2011 as agreed by the Chairman of the Performance and Administration Committee.
Key issues

· LPFA was unsuccessful in the London Framework tender, resulting in the transfer out of two current agency contracts by 1st October 2011.
· Options for alternative models of administration are being scoped and use of reserve was approved by Audit Committee to fund the feasibility study.
· Demand for value added business (small scale) is increasing and Committee approved in principle the appointment of two full time posts to carry out this work, subject to Board ratification and the distribution of the business case.
· Two employing bodies have gone into administration without guarantors in place, however recovery attempts are progressing well and LPFA has written to the Department for Education.
· Implementation of the Ealing and Hertfordshire contracts was completed on-time although elements of strategic programmes were postponed during the process.
· A copy of the 4th Quarter Performance Report 2010-11 is attached for information (Annex 1).  A document containing a more detailed analysis of agency income, as went to Performance and Administration Committee, is available to Members on request.
· Annex 2 highlights LPFA’s Year End Performance and requires approval to become the Performance Report for the Annual Report documentation.
· Annual results of staff turnover and absence levels were considered and compared favourably to industry averages
Recommendation

Board are asked to:

[1]
Agree the decisions and actions set out in the draft minutes of the Committee meeting of the 11th May 2011.
[2]
Agree to the recruitment of two additional posts to meet the demand in value added business.

[3]
Approve the Year End Performance Review for publication as part of the Annual Report documentation.
Report date: 24th June 2011
Lead: Chair of Committee
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Performance & Administration Committee
Draft Minutes of the meeting



held on 11th May 2011

Present
Anthony Mayer
(Chair)


Angela Pober


Bill Roots



Sir Merrick Cockell



Mike Taylor
Chief Executive


Mike Allen
Director of Pensions


Adrian Bloomfield
Director of Finance


Susan Martin
Director of Organisational Development


Jeff Houston
Director of New Business


Neil Lewins
Head of Commercial Pensions (for item 6)


Terri Langwith
HR and Support Services Manager 



(for item 9 onwards)

Apologies
Stephen Alambritis

Minutes taken by
Greg Smith
Board Secretary

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 206 reporting the minutes of the meeting held on 11th February 2011, and as reported to Board in draft form on 6th April, was submitted to the meeting for consideration and formal approval. 

Discussion

No amendments were made to the minutes and two action points outstanding were considered. The development of dashboard indicators would be considered under item 10 Reporting Options and therefore that could be deemed complete. 

The other outstanding action related to the recent employment tribunal which was still in the process of settlement. It was expected that a date for the remedy hearing would soon be known, but that discussion with the claimant’s solicitors continued.

Decision

[1]
The minutes of the meeting held on 11th May 2011 were agreed and as a true and accurate record. 

3.
MARKET UPDATE

Submission

The Executive report PC 207 providing an overview of the current position on agency contracts and other business initiatives was submitted to the meeting for consideration.

Discussion

Jeff Houston began by updating Committee on the position of the tender for the London Framework and on progress on issues raised at the Board Awayday. The result of the London Framework was expected mid June 2011. 

In the event of failing to win the London Framework Contract a number of scenarios had been discussed at the Board Awayday. These included a new pensions administration model as a possible basis for shared services. A concept paper was considered, which placed greater onus on individual members to carry out certain tasks. £20,000 was requested to develop this idea further via an external agency. Bill Roots asked what the impact would be on administration costs per member. Jeff Houston agreed to investigate.

It was confirmed that building administration model in-house would be the best solution. It would fit with the in-house developed employer systems and reduce costs for third party employers. Angela Pober suggested that it would be worth assessing those that already had implemented similar systems in other industries.

LPFA had been invited by DCLG to participate in a shared services initiative for pensions administration within London. It was agreed that further information should be provided on the type of Committee that was being set up, their terms of reference and scope. However it was positive that LPFA was in a position to contribute. LPFA will also be writing to Eric Pickles on the Hutton Report.

A letter had been drafted, addressed to DCLG, on behalf of the Mayor of London to encourage LPFA’s inclusion in the Localism Bill 2011 and the granting of a general power of competence. Discussions continue with the Mayor’s office and a further update will follow at the next Committee.

LPFA has been increasing exposure in the value added business (VAB) market. This usually involves smaller scale pieces of work with slightly higher margins. LPFA has quoted for 3 key pieces of work and requires additional full time staffing to support this. In addition a full marketing campaign will be launched in June and resources are required upfront so that the core activities are not adversely impacted.

Committee were in principle in favour of allocating more resources to VAB but required a full business case, outlining the tasks the new staff would be carrying out and what they would be doing if the additional work failed to materialise.

Decision

[1]
Members noted the progress for the London Framework tender

[2]
Members noted the progress on the New Administration Model and agreed for £20,000 to be taken from the Business Reserve to fund further development, subject to Audit Committee approval.

[3]
Members noted the action taken in support of inclusion in the Localism Bill.

[4]
Members agreed in principle to appoint two members of staff to be dedicated to value added business, subject to a business case being distributed, and full Board ratification.
4.
EMPLOYER ISSUES

Submission

The Executive report PC 208, updating Committee on issues surrounding the Public Sector Spending review, employers going into administration and an existing employer seeking to become a “for profit” organisation was submitted.
Discussion

The report was introduced by Mike Allen who drew Committee’s attention to two bodies (CILT and Woughton Leisure), admitted to the LPFA fund without liability compensation guarantees being sought, who were going into administration. It was confirmed that these are long standing bodies and any bodies entered post 2000 would have suitable guarantees in place.  

In one case LPFA was not contacted until just before the body went into administration. Discussions over the settlement have gone well and LPFA will be taking firm action with Department for Education for not dealing with the liabilities situation sooner. The implications of not alerting LPFA sooner were that LPFA was unable to secure claim to any existing assets pre administration i.e the grants.

Mike Allen outlined action being taken to minimise the risk of this occurring in the future. All employers were asked to complete a questionnaire regarding their funding status as part of the 2010 valuation process. In addition LPFA is working with the lawyers to develop covenant and health checks. Funding plans are then put in place where necessary. A progress report on the employer covenant checks will be presented to the next Committee. 

Committee requested that CLG are contacted in an attempt to ask them to liaise with other government departments over pension liabilities when grants are being cut.

An update was provided on an employer who is considering, for business reasons, to become a “for profit” organisation. Mike Allen confirmed to Committee that whilst there was risk to the fund, the fund would not be at any additional risk from this move. An upfront payment has been offered, however this would not cover a cessation valuation and so a 10 year deficit recovery plan is also in place. Committee agreed that they had no objection to the organisation’s change in status subject to an additional report confirming that the fund would be under no additional risk. 

Officers reported that discussions continue with any employers affected by the Government Spending Review and there were no issues which needed reporting. Any sums owed are being recovered.

Decision

[1]
Members noted the current position and the action taken by LPFA with regard to CILT and Woughton Leisure, two bodies who have encountered financial difficulties and have entered or are about to enter administration.

[2]
Members confirmed in principle that they would be prepared to agree to a transferee admission application under Regulation 6 (2)(b) and that LPFA should continue negotiations with XXXXXXX Ltd, CLG, LPFA’s legal advisors and scheme actuaries to ensure that suitable arrangements are put in place to minimise any ongoing risk to the fund. 
[3]
Members noted the current position of employers affected by the Government Public Sector Spending Review.

5.
EALING AND HERTFORDSHIRE IMPLEMENTATION AND INTEGRATION

Submission

The Executive report PC 209 providing an update on the progress of the implementation of the two new pension administration contracts was submitted to the meeting for consideration.
Discussion

The report was introduced by Susan Martin who confirmed that both contracts were successfully implemented by 1st April 2011. There was a slight budget overspend and some strategic projects were postponed during the implementation. A lessons learned report will be reported to Committee in September. 

Officers highlighted a history of the TUPE process but confirmed that all staffing issues have been resolved.

Bill Roots queried whether there had been a significant impact on core work during the implementation. A small backlog on scanning was reported as was the postponement of some projects. This may have a slight impact on future performance statistics. It was noted that the majority of the additional implementation tasks had been completed in addition to the usual workload.

Decision

[1]
Members noted the contents of the report

6.
PERFORMANCE PLAN

Submission

The Executive report PC 210 considering performance against the Performance Plan 2010-11 up to the end of the 4th quarter, 31st March 2011, was presented.
Discussion

Jeff Houston stated that closure reports were being completed for finished projects and that lessons learned reports are also underway. Those projects which were postponed during the new contract implementations have been included in the Strategic Policy Statement 2011-14. Angela Pober noted that whilst the implementations of Ealing and Hertfordshire were on-time, their impact on other projects means that they should not been deemed a total success. 

Key performance indicator (KPI) results were positive for the quarter. Debtor items have now reached a point where the 10% quarterly reduction target is no longer appropriate and the figures have reduced drastically to a small number. In future these will be monitored by a percentage paid within 30 or 60 days. A discussion around customer satisfaction resulted in a suggestion that satisfaction is assumed on all surveys issued, unless a statement of dissatisfaction is received on a survey.

Angela Pober queried when investment voting performance would be analysed and it was confirmed that a progress report is being issued to Investment Committee on 9th June 2011.

Performance for the Commercial Service teams was highly positive, with only a small number of cases not being completed on time. This did not have any impact on the performance of the contract and these were delayed at the request of the client who wished to reprioritise the workload. 

Committee discussed the valuation project and in particular the next steps to reduce the deficit. Board will receive an initial paper on the impact of a combined fund on 1st July 2011.

An updated agency financial template was reported and will also be used for Audit Committee. Bill Roots requested that the report be amended to show whether the target profit levels will be hit by the end of each contract.
Decision

[1]
Members noted the contents of the report.

[2]
Members approved the draft Year End Performance Report (Annex 2)

7.
FAIR DEAL RESPONSE

Submission

The Executive report PC 211 reviewing the nature of LPFA’s response to the Fair Deal consultation was submitted.
Discussion

As requested at the Board Awayday, LPFA has considered the impact of the consultation on the abolition of Fair Deal from three perspectives: as a contractor for administration services, from the perspective of the LPFA fund and from the wider LGPS perspective. 

The impact on the LPFA fund would be minimal, but the actuaries have suggested the impact on the LGPS cashflows would be significant with the possibility of needing to sell assets to cover pensions payments earlier than expected.

Committee requested that evidence to support these assumptions should be included in the final submission which should be copied to Board Members prior to the deadline.
Decision

[1]
Members noted the contents of the report

8.
THE CHIEF EXECUTIVE’S YEAR END REPORT
Submission

The Executive report PC 212 outlining progress made during 2010-11 in meeting LPFA’s strategic targets was submitted.
Discussion

Mike Taylor discussed key elements of his report with Committee. It will also be presented to Board and will become part of the Annual Report and Accounts documentation for 2010-11. Longer term challenges were identified.
Decision

[1]
Members noted the contents of the report and suggested minor amendments.
9.
PEOPLE MANAGEMENT
Submission

The Executive report PC 213 provided Committee with an opportunity to assess staffing issues and workforce monitoring for the period 1st October 2010 to 31st March 2011.
Discussion

The annual results of staff turnover and absence levels were considered and compared favourably to industry averages. The competency framework had been rolled out to staff during the year with 9 staff currently being identified as being nominated for exceptional performance. This number will be reduced by Corporate Management Team.

Angela Pober requested that staffing risks or issues are highlighted in a report, such the risk of losing key staff potential “regretted losses” and this will follow in an Organisational Development Report in September 2011.

The level of appraisals completed on time fell below the usual high standard, partly due to the new contract implementations. This will be monitored closely in September.
Decision

[1]
Members noted the contents of the report

[2]
Members agreed to receive this report on an annual basis.
10.
REPORTING OPTIONS
Submission

The Executive report PC 214 suggesting items to be used as the basis for quarterly reporting 2011-12 was presented.
Discussion

A summary of the key performance indicators and methods of programme reporting for 2011-12 was discussed.

In addition a list of key issues facing the LPFA and how they were managed was presented. Angela Pober requested that these be further developed into an issues log, mirroring the risk log, and that the following issues be considered:

· Key staff loss risk

· Investment underperformance

· The result of the London Framework

· Deficit recovery plan
Decision

[1]
Members agreed the high level monitoring and reporting arrangements proposed for the work programme during 2011-12

11.
HEALTH AND SAFETY AND ENVIRONMENTAL ANNUAL REPORTS
Submission

The Executive report PC 215 updating progress with health and safety and environmental matters during 2010-11 was submitted.
Discussion

Committee commented on the accidents that occurred during the year and acknowledged the on-line health and safety training that all staff had received. PAT testing (Portable Appliance Testing) is carried out annually. 
Decision

[1]
Members noted the content of the report
12.
EQUALITIES

Submission

The Executive report PC 216 highlighting progress on implementing the Equality Act 2010 was presented to Committee.
Discussion

The combined action plan was considered. HR had updated policies and procedures to ensure that the additional “protected characteristics” were included and managers had reviewed service delivery arrangements to ensure that direct discrimination was not occurring.
Decision

[1]
Members noted the content of the report
ANY OTHER BUSINESS

No training needs were identified.
Agreed in draft form for submission to Board
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Anthony Mayer Chairman
Date: 1/7/2011
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Performance Committee Action points 
11th May 2011
	Actions flowing from Committee decisions


	Lead


	By


	Status

	MARKET UPDATE PC 207

Report back to Committee the outcome of the scoping exercise on UDPA

Discuss the concept with those who have implemented self service

Report back on the terms of reference of the shared service initiative suggested by DCLG and discussions with the Mayor over the general power of competence

Circulate business case for additional VAB staff prior to submission to Board for ratification on 1st July
	JH
	8th Nov 11

17th June 11
	Complete

	EMPLOYER ISSUES PC 208

Alert DCLG over the impact on pension liabilities of grants being cut and take a firm line that LPFA should be involved at an early stage.

Provide a progress report on employer covenant checks to September Committee

Provide a report on XXXX Ltd and the associated risks to the fund
	MA
	13th September 11
	

	EALING AND HERTS IMPLEMENTATION AND INTEGRATION PC 209

Lessons learned report in September and include progress on integration
	SM
	13th September 11
	

	PERFORMANCE PLAN PC 210

Add satisfaction assumption to questionnaire 


	GS
	31st May 2011
	Complete

	FAIR DEAL RESPONSE PC 211

Add evidence and supporting figures to final submission and circulate to Board

Add note in annual report of LPFA’s activities on behalf of the LGPS
	JH

GS
	31st May 2011

15th June 2011
	Complete

	CHIEF EXECUTIVES YEAR END REPORT PC 212

P1 – clarify “worries in other areas”

P4 – explain why some employer rates were reduced

PEOPLE MANAGEMENT PC 213

Flag in an OD report keyman risk or succession plans
	MT

SM


	1st July
13th September

2011


	Included in the final version

	REPORTING OPTIONS PC 214

Develop an issues log
	GS
	13th September 2011
	

	EQUALITIES PC 216

Publish the updated combined action plan – making it clear that all tasks have been completed 
	GS
	31st May 2011
	Complete


Performance Committee Action points 
11th May 2010
	Actions flowing from Committee decisions


	Lead


	By


	Status

	INTRODUCTORY MATTERS PC 174

Send letter to new secretary of state on legal fees associated with unsubstantiated claims – this should also be copied to LGE.


	MT/

AM
	9th Nov 10
	On-going – subject to the outcome of the settlement discussions.
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