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1.
Purpose of the report
1.1 To provide the Investment Committee with a quarterly report reviewing the administration of the Pension Fund.
1.2
This quarterly report covers the period 1 November 2010 to 31 January 2011.
2.
Summary
2.1
Pensions Fund Statistics

There was an overall increase in membership to the Pension Fund of 443 members bringing the total to 73,647.


The number of active scheme employers in the Pension Fund is 166 and officers are dealing with the admission or exit of 34.
2.2
Administering Authority Performance Indicators

There were no breaches of the Administration Strategy and no complaints nor internal disputes where received during the quarter.
2.3
Serco Solutions Administration Service Performance Indicators

The Service Level Agreement (SLA) with Serco Solutions has been breached twice.  The breaches relate to a membership process and the volume of outstanding processes at 31 January.    


At 31 January, the number of outstanding processes for the Serco Pensions team was 1,887 which is 387 above the SLA of 1,500.


These breached have been reported to the London Pensions Fund Authority (LPFA) who will provide the pensions administration service on 1 April.   The transition project board and LPFA are monitoring the breaches and have resolved that until 1 April, all available resource will be targeted at the transition arrangements. 
2.4
Scheme Employer Performance Indicators

During the quarter to 31 January, 3 penalty charges were levied against scheme employers.


At 31 January, 93.4% of scheme employers paid monthly contributions by the due date.


2.5
Key activities carried out during the quarter, reported in section 6, include:

· Triennial Valuation

· 2010/11 Year End Exercise

· Transition to LPFA Pensions Administration Service

2.6
A Transition Status report is provided by LPFA to update the Investment Committee the transition plan and progress.    See appendix 2.

3.
Recommendations
3.1
That the Investment Committee notes the quarterly review of the administration of the Pensions Fund.

4.
Background

4.1 
Quarterly reports are provided to the Investment Committee to:

· report statistical and performance data measured against agreed performance indicators;  and 
· provide commentary on key administration activities carried out by HCC and Serco Pensions teams.
5.
Pension Fund statistics and performance data

5.1
Pension Fund statistics and performance data is provided in Appendix 1 and the following sections provide a commentary on the results.
5.2
Pension Fund Statistics (Appendix 1.1)


The changes to membership of the Pension Fund between 1 November 2010 to 31 January 2011 are shown in the table below:
	Changes to membership from 1.11.2010 to 31.1.2011

	
	No.
	%

	Active contributing members
	53 
	0.19%

	Deferred members
	181 
	0.73%

	Pensioners
	209 
	1.02%

	Total Membership
	443 
	0.61%


There has been an overall increase in membership of 443 members for
1 November 2010 to 31 January 2011.   All membership groups increased during the quarter:  active members increased by 53, deferred members increased by 181 and pensioner members increased by 209.  The Pension Fund continues to mature where the number of pensioners and deferred members as a proportion of total membership is increasing and the proportion of active members as a proportion of total membership is reducing.  This is illustrated below.
	Breakdown of Pension Fund Membership Groups

	Member Group
	Quarter to 31.10.2010
	Quarter to 31.1.2011

	
	No.
	No.
	No.
	%

	Active contributing members
	27,891 
	38.1%
	27,944 
	37.9%

	Deferred members
	24,889 
	34.0%
	25,070 
	34.0%

	Pensioners
	20,424 
	27.9%
	20,633 
	28.0%

	Total Membership
	73,204
	100%
	73,647 
	100%


5.3 In the last quarter, the admission arrangements for one scheme employer have been completed.  At 31 January there were 203 scheme employers of which 166 were active and 37 no longer contribute to the Pension Fund but have members who are, or will be, paid from the Pension Fund. 
5.4 An additional 5 employers are seeking admission to the Hertfordshire Pension Fund bringing the total seeking admission to 30.   The 5 new cases relate to schools moving to Academy status, where under the LGPS regulations, they will become scheduled bodies.    There are 4 employers seeking to terminate their Admission Agreements with the Hertfordshire Pension Fund.   The HCC Pensions team is in consultation with employers, legal services and the Serco Pensions team to progress work for these employers.

5.5
Administering Authority Performance Indicators (Appendix 1.2)


There were no breaches to the Administration Strategy and no audit reports were issued during the quarter.
5.6
No new complaints nor internal disputes (IDs) were received during the quarter.  One ID reported in the previous quarter that had been progressed to a stage 2 appeal has been reviewed and a response provided.
5.7
Serco Solutions Administration Service Performance Indicators 


(Appendix 1.3)


There continues to be 2 breaches of the Service Level Agreement (SLA) where the timescales for one process has been exceeded and the agreed level of outstanding processes is in excess of the SLA.  
The breach in the volume of outstanding processes largely relates to the provision of DBs (see section 4.11 below).   As previously reported this matter has been under continuous review by HCC Contract Management and the Serco Pensions team and has been brought to the attention of the LPFA.  A number of options have been considered to eliminate the backlog but have been rejected in favour of targeting all available resource to the transition arrangements to the new pensions service (see section 5.4).
5.8 Appendix 1.3 provides data relating to the volume of processes completed for each quarter in the past year.  A summary of the change in the volume of key processes carried out by the Serco Pensions team between quarters ending 
31 October and 31 January is shown below. 
	Change in the volume to key processes and outstanding processes between quarters ending 31.10.2010 and 31.1.2011 

	Key Processes
	No.
	%

	New Starters
	(22)
	(3.2%)

	Transfers in – quotes and payments
	(167)
	(46.3%)

	Retirement Estimates
	(86)
	(8.0%)

	Retirements
	(23)
	(4.8%)

	Calculation of deferred benefits
	(285)
	(34.9%)

	Deaths
	(9)
	(5.0%)

	Transfers out
	(22)
	(15.2%)

	Refunds and opt-outs
	(95)
	(36.5%)

	Maintenance of members’ data
	481
	50.1%

	Miscellaneous correspondence
	(80)
	(14.8%)

	Total completed processes
	(308)
	(5.6%)

	
	
	

	Outstanding Processes
	346
	22.5%


5.9
There has been an increase of 346 in the number of outstanding processes at 


31 January.  The amount of outstanding processes was 1,887 which is above the Service Level Agreement target of 1,500 outstanding processes.   
5.10
The outstanding processes relate to 1,200 DB cases, 113 stockpiled cases and 574 general cases.  
5.11
An age analysis of the outstanding process is provided in Appendix 1.3.  This shows that of the 1,887 outstanding processes 63.6% (1,200 cases) relate to the provision of DBs.  The remaining 36.4% (687 cases) relates to all other processes, 113 cases are currently stockpiled awaiting information from the Government Actuary’s Department and the remainder, are general cases that are being actively processed.

5.12
Processing time was lost in the last two weeks of January following a technical problem with the pensions administration system server.  LPFA are aware of this issue and their transition plan had already identified that a replacement server will be required.  LPFA are exploring whether there is scope to bring forward the implementation of the replacement server.

5.13
The key changes to the volume of completed processes during the quarter generally show a reduction for each category demonstrating the technical issues experienced by the Serco Pensions team towards the end of the quarter.  
5.14
Scheme Employer Performance Indicators (Appendix 1.4)
The Administration Strategy sets out a range of penalty charges that may be incurred by scheme employers for non-compliance with targets and required performance standards set out in the Strategy.  For the quarter to .31 January, 

three penalty charges were raised and these are detailed in Appendix 1.4.  
5.15
During the quarter, a meeting was arranged with one employer that had continually demonstrated poor LGPS administration.   A meeting was held to discuss the issues and ways in which both the employer and the Serco Pensions Administration service could work together to bring about improvements.
5.16
An analysis of the payment performance of scheme employers at 31 January is shown in Appendix 1.4.     For December contributions, 93.4% of scheme employers paid by the due date, there were 7 scheme employers that failed to pay by the due date and of these, 1 scheme employer failed to make a payment by 31 January.    

The table overleaf shows the number of scheme employers that defaulted on payment of contributions by the due date as at the end of each quarter over the past year.  
	
	Quarter to 30.4.2010
	Quarter to 31.7.2010
	Quarter to 31.10.2010
	Quarter to 31.1.2011

	Scheme Employers making late payments
	8
	15
	11
	7


5.17
All scheme employers that fail to pay by the due date are contacted and 
advised of their LGPS administration responsibilities which are set out in the Administration Strategy.    
6.
Key activities in the period

6.1
In addition to the routine activities carried out to maintain the membership database and process members’ benefits, the following key activities have taken place during the quarter.
6.2
Triennial Valuation


The triennial valuation exercise, to establish employer contribution rates for the next 3 years, has extended over the last 12 months.  There was a peak of work in December and January when the draft results were received from the actuary and circulated to employers.    Discussions continue with employers and the actuary to finalise the contribution rates for two employers.  Once all contribution rates are finalised then a Formal Valuation Report will be issued together with the certified Rates and Adjustments Certificate.  

As a result of the triennial valuation, a formal review of the Funding Strategy Statement is undertaken.   This is the subject of a separate report to the Investment Committee at this meeting.   
6.3
2010/11 Year End Exercise

During February the HCC and Serco Pensions teams began work to prepare for the year end exercise.    All active employers have received an early warning of the deadlines for submission of year end data together with a draft copy of the data capture spreadsheets.    Employers have also been invited to attend Workshops to take them through the completion of the year end returns.  
6.4 Transition to LPFA Pensions Administration Services 

The HCC and Serco Pensions team have been actively involved in the LPFA project and action plans to transfer the administration service to LPFA on 1 April.

Progress against these plans is regularly monitored by the project board and a Status Report is provided by the LPFA as appendix 2 to this report.

APPENDIX 1:
Review of Pension Fund Administration


Background and Performance Statistics

Background

Hertfordshire County Council is the Administering Authority for the Local Government Pension Scheme (LGPS) in Hertfordshire and so is responsible for the administration of the Pension Fund.
The HCC Pensions team carry out all accounting work, including the collection of contributions into the Pension Fund, co-ordination of the admission and exit of employers into and out of the Pension Fund, liaison with the actuary over funding issues and support to the Investment Committee.

Administration of members’ benefits and maintenance of the membership database 
is carried out by Serco Solutions according to a Service Level Agreement which is monitored by officers in the HCC Pensions team and Contract Management. 

1.
Pension Fund Statistics 
	Scheme Membership

	
	As at 30.4.2010
	As at

31.7.2010
	As at

31.10.2010
	As at

31.1.2011

	Active contributing members
	28,610
	28,001
	27,891 
	27,944 

	Deferred members
	23,980
	24,354
	24,889 
	25,070 

	Pensioners
	19,992
	20,198
	20,424 
	20,633 

	Total Membership
	72,582
	72,553
	73,204
	73,647 


	Scheme Employers

	County Council
	1

	District Councils
	10

	Parish and Town Councils
	36

	Other Public Bodies
	5

	University and Further Education Colleges
	5

	Foundation Schools and Academies
	42

	Housing Associations
	8

	Charities
	17

	Contractors
	42

	Total Active Scheme Employers
	166

	Total Inactive Scheme Employers
	37

	Total Scheme Employers
	203

	
	
	

	Employers Changing their participation in the Pension Fund

	Employers applying for admission
	30

	Employers applying for termination
	4


2. Administering Authority Performance Indicators 
	Administering Authority Administration

	The following indicators measure performance and compliance with statutory requirements placed on Administering Authorities for the administration of Pension Funds.

	Breaches of Administration Strategy

	Measured by
	Comments

	Periodic Internal Audit reviews and Annual District Audit
	No audit reports were issued during the quarter to 31 January

	Scheme Administration Complaints and Internal Disputes (IDs)

	IDs may be raised by members where they are dissatisfied with a decision concerning their membership benefits.  IDs may be raised either against the Administering Authority, for decisions relating to LGPS regulations, or, against the Employing Authority (for HCC staff) where there is some discretion about the final decision.

	Type
	Issue
	Resolution

	There were no new complaints nor internal disputes lodged during the quarter to 

31 January. 


3. Serco Solutions Administration Service Performance Indicators
	Serco Solutions Administration

	The following indicators measure performance of the administration services provided by Serco Solutions against targets set out in the Service Level Agreement.

	Breaches of Service Level Agreement (SLA)

	Process
	Comments

	Estimated deferred benefit statements for leavers
	Agreed extension beyond 1 month SLA due to resourcing issues (see section 5.7)

	Key Processes and Outstanding Processes

	The Service Level Agreement targets Serco Solution to have no more than 1,500 processes outstanding at any one time.

	Key Processes Completed
	1.2.2010 
to 30.4.2010
	1.5.2010 to 31.7.2010
	1.8.2010 

to 31.10.2010
	1.11.2010 

to 31.1.2011

	New Starters
	770
	785
	693
	671 

	Transfers in – quotes and payments
	446
	414
	361
	194 

	Retirement Estimates
	722
	893
	1,070
	984 

	Retirements
	462
	443
	482
	459 

	Calculation of deferred benefits
	781
	737
	816
	531 

	Deaths
	188
	182
	179
	170 

	Transfers out
	238
	134
	145
	123 

	Refunds and Opt-outs
	308
	254
	260
	165 

	Maintenance membership data
	1,164
	1,179
	961
	1,442 

	Miscellaneous correspondence
	490
	458
	541
	461 

	Total Key Processes Completed
	5,569
	5,479
	5,508
	5,200


	Outstanding processes
	At 

30.4.2010
	At

31.7.2010
	At

31.10.2010
	At

31.1.2011

	Outstanding processes at end of quarter
	1,497
	1,739
	1,541
	1,887

	Age Analysis of outstanding processes

	Period
	Total
	Process Type

	
	
	Deferred Benefits
	%
	Other
	%

	More than 1 year
	443
	429
	96.8%
	14
	3.2%

	9 months to 1 year
	160
	141
	88.1%
	19
	13.5%

	6 months to 9 months
	290
	286
	98.6%
	4
	1.4%

	3 months to 6 months
	96
	87
	90.6%
	9
	9.4%

	1 month to 3 months
	329
	174
	52.9%
	155
	47.11%

	Less than 1 month
	569
	83
	14.6%
	486
	85.4%

	TOTALS
	1,887
	1,200
	63.6%
	687
	36.4%


4. Scheme Employer Performance Indicators
	Scheme Employer Administration

	The following indicators measure performance of scheme employers in the administration of the LGPS against targets set out in the Administration Strategy.

	Scheme Employers Incurring Penalty Charges

	Scheme Employer
	Reason for Penalty
	Amount

	Letchworth Garden City Council
	Late submission year end data
	£350

	Hertfordshire Police
	Late submission year end data
	£250

	NHS Partnership Trust
	Late submission year end data
	£350

	Payment of Contributions as at 31 January 2011

	By 19 January scheme employers are required to pay over contributions relating to payroll deductions for December 2010 salaries.   The following tables provide an analysis of scheme employers’ payment performance as at 31 January.

	
	Total  Active Scheme Employers
	Scheme Employers that paid by due date
	%

	Percentage of Active Scheme Employers that paid by 19.1.2011
	166
	155
	93.4%


	Payment History of Active Scheme Employers that made late payments for December Contributions 

	Scheme Employer
	Number of Days Late from Payment Due Date of 19th

	
	October 2010 Contributions
	November 2010 Contributions
	December 2010 
Contributions

	
	Days Late
	£ 

o/s
	Days Late
	£ 

o/s
	Days Late
	£ 

o/s

	Walkern Parish Council
	0
	0.00
	0
	0.00
	7
	112.74

	Abbots Langley Parish Council
	0
	0.00
	4
	6,021.39
	1
	5,865.01

	St Stephens Parish Council
	51
	3,995.38
	5
	3,995.38
	9
	3,995.38

	MACE
	0
	0.00
	0
	0.00
	O/S
	9,514.38

	Edwards & Blake
	0
	0.00
	0
	0.00
	1
	309.23

	Monks Walk School
	0
	0.00
	0
	0.00
	1
	13,839.60

	Roundwood Park School
	5
	14,362.75
	2
	14,400.35
	2
	14,354.09


APPENDIX 2:
LPFA Transition Status Report

Background

In May 2010 Hertfordshire County Council (hereafter HCC) invited eligible organisations to partake in a competitive tendering process for the procurement of its LGPS and FFPS Pensions Administration contract.  The LPFA were the successful applicant within this process and subsequently a project of works is underway to put all people, processes and systems in place to enable LPFA to carry out its contractual obligations WEF 1st April 2011.

Project Structure and Progress to Date

The LPFA decided to carry out the transition with as low risk an approach as was practical.  This should mean that from day 1 neither you nor your employees notice any degradation in service during the handover.

The project has been divided into 9 key work streams:

1. Knowledge Capture – Focused on understanding and capturing all aspects of the processes carried out as part of the service.  To date we have captured the majority of the processes carried out and are compiling a process catalogue.  This will be used to identify any areas where processes can be improved and to provide training to staff that do not currently carry out those functions.

2. Due Diligence – this was focused on looking at the quality of data held on the pensions systems.  This process has confirmed that there is a good standard of data currently but there are some areas where improvements can be made.  We are in the process of putting a proposal together suggesting how these improvements can be made going forward

3. Accommodation Review – Although our head office is based in London, we were keen to carry out the service from County Hall.  This phase of the project focused on what accommodation was available at County Hall and ensuring its suitability for running the service.  I am pleased to confirm that a space has now been agreed, and includes a dedicated meeting space enabling LPFA the ability to offer members 1-2-1 discussions on personal pension matters.

4. Accommodation implementation – Linked to the previous work stream this focuses on the physical preparation of the accommodation and movement of staff.  We are in the early stages of planning this out.

5. ICT Transition – this phase is focused on getting the entire IT infrastructure in place in order to carry out the service.  As part of this we are putting additional security on the LPFA PC’s, upgrading the servers that host the pensions administration system and launching two new web services enabling member self service and Employer technical guidance.

6. Communications – We have developed a detailed communication plan ensuring all the effected Stakeholders are communicated to in a timely and appropriate fashion.  The first of such communications “An Introduction to LPFA” is being sent via end of year bulletins and via the employers meeting being held on 15th February.  We will also be adding information to Compass and The Grid as well as carrying out a poster and leaflet campaign for employer notice boards and staff areas.

7. Administration – This focuses on ensuring the more day-to-day elements of the service are in place from day 1. Things like Standard letters, agreeing new stationary, looking at employer forms and reviewing the HCC Pensions Administration Strategy (PAS) to ensure we have processes in place to monitor against it.  So far all of our standard letters are with HCC for sign off.  We have agreed stationary sign off approach and a full review of the PAS is underway

8. Finance – LPFA will be taking on some of the processes currently carried out by the HCC finance department currently.  Things like monthly contribution monitoring and reconciliation, BACS payments and EoY financial reporting.  This stream of work is focused on ensuring all systems, people and processes are in.  As an Administering Authority in its own right (and a registered BACS bureau) LPFA has the expertise to manage this work.  We have captured the EoY handover and our associated responsibilities and new banking arrangements are being put in place.  

9. Staff/TUPE – Last and but by no means least is the area of work focused on transferring the staff from Serco over to LPFA.  

Service Improvements Post April 2011

As part of its tender submission LPFA stated that it would make a number of service improvements to the HCC Pension Administration contract within the first 2 years following implementation.  No fixed timetable has been set as of yet (other than it will all be completed within the first two years) but you can expect to see:

· Improved Communications – From day 1 of taking on the service LPFA’s dedicated website offering technical advice to employers will be sent live.  Additionally, members will be given access to their pension records via our Axise online solution.  We will also be sending all fund employers a monthly electronic newsletter.

· Improved in-House systems – LPFA have an in-house designed workflow system specifically for the processing of LG and Firefighter pensions.  This system enables better management reports to be generated, cross departmental workflows and process automation. 

· Employer Self-Service – LPFA’s secure portal (www.yourfund.org.uk ) for employers enables employers to:

· Submit pension related forms online (new joiners, estimate requests etc)

· Submit End of Year Returns

· Submit monthly contribution remittance information

· Run data matching (checking HR/Payroll data against the data we hold)

· Process bulk estimates (Obtain details of strain costs, on bulk, for redundancy and early retirement exercises).
All services on the site are secure, offer data validation at the point of entry, have online help and feed workflow directly to the pension’s team if further processing is required.

· Training and Development - LPFA have developed a programme of training specifically for the LGPS. The programme is designed to support LGPS pension’s administrators from those with little or no experience to those who wish to further develop their skills. From Award Stage 1 to Certificate the courses and linked examinations will enable pension’s administration staff to develop an unrivalled level of expertise as well as a recognised and transferable qualification.
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