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1. PURPOSE OF REPORT:-
 

1.1 To advise Committee on the potential future running costs of a new contract 
with Aquila Heywood (‘Heywood’) for the provision of pension administration 
software to the North East Scotland Pension Funds (NESPF), which was 
approved on 1 December 2017.

2. RECOMMENDATION(S)

2.1 It is recommended that the Committee confirm the award of a new contract to 
Heywood as the supplier of pensions administration software, using the 
Northumberland County Council Framework, for a 10 year term (or such 
shorter term as may be deemed appropriate by the Chief Officer - Finance 
following consultation with the Chief Officer - Commercial and Procurement 
Services) and approve the potential expenditure as detailed in 3.2 and 3.3.

3. BACKGROUND/MAIN ISSUES 

3.1 Based on the report (Appendix I) submitted to the 1 December 2017 meeting, 
Committee granted approval for Officers to enter into a new contract with 
Heywood for the supply of pension administration software, subject to further 
discussion between the Head of Finance and Head of Commercial and 
Procurement Services over the contract term.

3.2 As set out in the December report, the initial contract costs are:

 £154,997 per annum for Support and Maintenance Costs for Altair 
LGPS, Workflow, Image, MSS, Pensioner Payroll and Immediate 
Payments module. The initial licence fee being waived to the 
approximate value of £0.5m. 



 £97,949 per annum hosting fees (based on current fee for 30 users), 
with an additional discounted fee of £3,000 per user from 31-35 and no 
further fee for users 36-40.

 £1,000 payable to Northumberland for use of the Framework
 £11,907 (approximate) for GMP Reconciliation Tool based on 23,334 

active members.

3.3. Under the proposed contract terms, Heywood (the ‘supplier’) has the option to 
increase the initial support and maintenance costs by RPI (Retail Prices 
Index) plus 5%. 

3.4 This option also exists under our current contract terms with Heywood, and 
throughout the term of the existing contract which was entered into in 2011 
the annual increases applied by Heywood have run slightly below RPI.  
Heywood have never exercised the option to increase by the maximum i.e. 
RPI plus 5% and therefore there is no evidence to suggest that they would 
chose to do so during the new contract term.  It should also be noted that 
annual increases published by the supplier apply to all authorities that 
participate in the CLASS group, which consists of all 11 Scottish Funds, 
Northern Ireland and the majority of authorities in England and Wales.  

3.5  The Council’s Procurement Regulations, used by the Pensions Service, set 
out that additional contract costs cannot vary beyond the lesser of 25% or 
£100,000 without further Committee approval.  Therefore potential increases 
to the initial support and maintenance costs in line with RPI mean further 
approval is being sought at this stage. 

4. FINANCIAL IMPLICATIONS

4.1 The North East Scotland Pension Fund will meet the cost of the benefits 
administration software. The potential financial implications are set out in this 
report above.

5. LEGAL IMPLICATIONS 

5.1 Procurement have carried out a review of the terms of the contract and 
approved use of the Northumberland Framework.

6. MANAGEMENT OF RISK

6.1 Officers will manage the risk associated with procurement through the Funds 
Risk Register.

7. IMPACT SECTION

7.1 The administering authority is required to meet their statutory scheme duties. 
If sufficient resources are not provided there are potentially a number of 



negative outcomes such as non-compliance with requirements of the 
Pensions Regulator, LGPS and other pensions legislation, inability to make 
pension payments or the correct payments and failure to provide accurate 
data for valuation assumptions which could lead to increased employer 
contributions.
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