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Capita’s LGPS Pension Administration Performance 2015

1.0 Summary

1.1 The Local Government Pension Scheme (LGPS) is a contributory Career
Average Revalued Earnings (CARE) Defined Benefit scheme whereby
pensions are calculated (and revalued) on a yearly basis, based on the
pensionable pay members’ receive for each year. Prior to 1 April 2014, the
LGPS was a Final Salary Defined Benefit Scheme, meaning that members’
pensions were calculated according to their length of service in the LGPS and
their final pay at the date of ceasing active membership of the scheme.

1.2. This report encompasses the LGPS pensions and other benefits for Brent
Council pensionable employees as well as a range of other scheduled and
admitted bodies within the borough area; with the exception of Teachers who
are covered under their own national pension scheme.

1.3. The administration of the LGPS scheme locally for Brent Council was
transferred to Capita Hartshead now Capita Employee Benefits, on 1 October
2011. The council is now in the fourth year of a six year contract. The pension
fund has 5,368 contributors, 5,995 pensioners and 7,465 deferred
pensionerst.

1.4. This report reviews the performance of the Capita Employee Benefits against
the contract year during October 2014 — September 2015.

2.0 Recommendations

2.1 The Board Members note the contents of this report.

3.0 Detail

3.1 Contract Performance 1 October 2014 to 30 September 2015

3.1.1 Capita’s overall performance in the contract year was 81%, well below the

expected standard. This low performance was in part due to the failure of

1 Brent Pension Fund, Annual Report and Accounts 2014/15.
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3.1.2

3.1.3

Capita to prepare for the changes in the Local Government Pension Scheme
Regulations that took place effective from 1 April 2014. Capita suffered a
significant performance breakdown during the early part of the contract year.
A recovery plan was put in place with senior officers in regular contact with
the Chief Executive of Capita Employee Benefits. However from October —
December 2015 the backlogs which accumulated have since decreased
significantly and performance has returned to within acceptable levels.

Every month reports are produced to assist with monitoring the performance
of the contract looking at both the individual month and the overall trend, the
focus is primarily on three key areas:
e Timeliness of payments
e Percentage of core KPI's (accuracy and timeliness) delivered in
reference to the contract rebate scheme
e |Issues logs
The table below shows key performance measures and outcomes:
Number of Contractual requirements
Number cases
Case type of Performance
correct/on
cases .
time
Timeliness of cases Transfer value (out) — 5wd
involving payments Redundancy — 3wd
499 200 40.08% Lump sum on retirement — 3wd
Death grant — 3wd
Refund of contributions — 10wd
Accuracy of cases o 100%
involving payments 499 491 98.40%
Timeliness of Contractual timescale 5wd
correspondence 1956 1487 76.02%
answered
Accuracy if individual 100%
estimates and transfer 964 964 100.00%
quotes
Timeliness of estimates Transfer in and out quote — 10wd
and transfer quotes 064 685 71.06% Est!mate of benef!ts (member request) — 5wd
Estimate of benefits (employer request) — 3wd
Bulk employer estimates (more than 9 cases) — 10wd
Accuracy - Deferred o 100%
Benefits (Early Leaver) 612 612 100.00%
Tlmell_ness - Deferred 612 367 59.97% Contractual timescale 10wd
Benefits (Early Leaver)
Timeliness of new 877 851 97.04% Record to be cr_e_ate_d within 10wd of receipt of the
starters Appropriate notification
Total 6983 5657 *wd, working days
Overall Performance %  81.01%

Based on accumulative figures.
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3.2

3.2.1

3.2.2

3.2.3

3.24

Annual Benefit Statements (ABS)

Under Regulation 89 of the Local Government Pension Scheme Regulations
2013, there is a requirement to issue Annual Benefit Statements to current
contributors by 31 August of the following year. There is also a requirement
under the Public Service Pensions Act 2013 to notify the Pension Regulator
of failure to comply with the law.

Brent Council along with all other administering authorities had difficulty in
complying with the requirement to issue members’ statements by the
deadline.

The Local Government Association (LGA), contacted the Pension Regulator
on behalf of authorities and received a response back from them which has
been included in their bulletin number 136, the relevant extract is attached to
this report (appendix 1).

Of the 6,205 Brent LGPS contributors as at 23 December 20152 the position
from Capita on annual benefits statements was as follows:

e 3,253 were dispatched on 7 September 2015
e 222 were dispatched on 9 November 2015
e 605 were dispatched on 26 November 2015

3.2.5 There were a number of records that Capita had insufficient information to

complete an Annual Benefit Statement, therefore an initial letter stating that
more information was being collated has been sent to 1,616 scheme
members on 8 January 2016. Capita’s account on the outstanding balance
of 509 ABS records, is that these related to staff with a second duty staff i.e.
those members had received an ABS statement for their substantive post,
however this did not include their pension contributions for their second duty.

3.2.6 Of the deferred 6,573 Brent LGPS members at 16 December 20153 the

4.0

4.1

4.2

position from Capita on annual benefits statements was as follows:

e 4,848 were dispatched on 30 July 2015
e 1,217 were dispatched on 16 September 2015
e 508 no current address is held or notified by deferred members.

Financial Implications

A key function of the pension service is that benefits and other important
payments are accurate and timely. The contract service standards require
100% accuracy and timeliness.

Contract rebates were applied throughout the contract year against Capita
meaning that at times the council only paid 40% of the contract price due to
the substantial shortfall in service provision. Whilst the cost of the service was

2 The scheme membership levels at any particular date changes daily due to membership changes including
new entrants, leavers, retirements, deaths etc. therefore the membership numbers referenced vary to those
quoted at 1.3 of this report.

3 As point 2 above.
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5.0

5.1

5.2

6.0

6.1

7.0

7.1

reduced as a performance measure, the service standard was significantly
below what was required.

Legal Implications

The Public Service Pensions Act 2013 enables The Pensions Regulator to
issue Improvement Notices and issue civil penalties. The Regulator has
statutory objectives which include promoting and improving understanding of
the good administration of work-based pensions to protect member benefits.

Part of the functions of the Pensions Board is to secure compliance with any
requirements imposed by the Pension Regulator in relation to the scheme;
and to ensure the effective and efficient governance and administration of the
scheme.

Diversity Implications

No adverse diversity implications have been identified.

Staffing/Accommodation Implications (if appropriate)

None

Background Papers
Extract from the Local Government Association Bulletin No. 136

Contact Officer

Mildred Phillips

Director of Human Resources
Resourcing Department

020 8937 5442
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Appendix 1:
Extract from the Local Government Association Bulletin No. 136

LGPS England and Wales

Annual Benefit Statements 2014113

The LGPC secretanat has received a letter from Joey Patel, Policy Lead at the Pensions
Regulator, regarding the provision of annual benefit statements. The letter, which was
forwarded o Funds i England and Wales by email on October 8%, said:

Thank you for outining the issues faced by Local Govemmeni Pension Scheme [LGPS)
funds for England and Wales in meefing the legislative deadiine for providing amnusl
henefit information sfatements o members.

The Pensions Regulafor recognizes the significance of the public senice pension
reforms, including the requirement fo redesign benefifs and new requirements abouf
govemance and sdminisirahon.

We are gware that LGP Funds, iike all public senice schemes, face a significant fask in
implementing the major reform of their benef design, esizbiishing new govemance
amangements and putfimg in place systems to deal with the sdministrafion of the new and
transifional armngements while maintaining and integrafing their legacy systems.

However, a5 yow are aware, all public senvice schemes must be govemed and
adminisfersd in accordance with the requirements of the law. We therefore expect those
invalved in the governance and administrafion of publs senice schemes fo comply with
the law and strve fo defiver good outcomes for members. it is vifal thaf members are
prosvided with information on their pension benefits so that they have 3 clear
understanding of their inancial posiion and can make informed decisions.

Where a legal duty relevant fo the adgministration of the scheme has not been, or is nof
heing complied with, cerfain peaple [including scheme managers, pension board
members and those involved with administenng the Funds) are wnder a duly o report
breaches of the [aw fo us if they consider thaf the breach is kely fo be of matenal
significance fo us

Some LGRS Funds have aiready contacfed us o report 3 breach of the requirement fo
izsue benefit nformafion sfatements in acoondance with the deadline sfipulsfed in the
Public Zervice Pensions Act 203 (31 Avugust 2013). Where the csuse of the breach is
explained as being due fo significant dafa and T system issues faced by Funds and
Fund employers, we are minded fo advise fhose Funds that we expect them fo issue the
sfatemenfs as soon as possible and by the 30 November 2013 at the lstest. As @ mafler
of best practice, we also expect LGPS funds to fake steps to inform affecied members of
the delay and when they can expect fo receive their beneft stafement.

Where these Funds are unable to meet this timeframe, they will nesd o provide ws with
further informatfion, including their plan of achion for remedying the breach. Flans will be
considered on a case by case basis and we will consider what action fo take i
safisfactory plans are mot in place.

However, where the breach anses for other reasons, or in conjunchon with other issues,
we will consider whether a different response is appropriste in sccordance with our
Compliance and Enforcement Policy.

Where afher Funds are in bresch of the requirement and have mof yei considered
whether or not the breach must be reporfed to us, scheme managers, pension board
members and fhose involved with administenng the Funds will nesd fo consider whether
they must do so, whether or not they anticipate that benefit information ststements will be
issued by 30 November 2015

Owr Public Senvice Code of practice provides guidance on judging whether a breach
needs fo be reporied, and if 5o, how fo report 5 breach of law, and owr compliance and

enforcement strateqy cwllines our approach in response ko any breach that is reported fo
us or of which we ofherwise become gware.

If LGFS Funds decide that they need fo report fo us, they should explzin the reasons for
the bresch occuming and their plan to remedy if, inciuding the tmeframe, which we will
take into sccount in defermining our responss.
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