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I’m very proud to be able to confirm once again this year that on the 10th anniversary
of the Local Government Chronicle’s awards ceremony the Dyfed Fund has, for the
second time, won the ‘Fund of the Year – Medium Funds’. Mrs Liz Aitken collected the
award on behalf of the Fund last November at the LGC Public Treasurer magazine
awards evening held in the Dorchester Hotel, Park Lane.

The judges were particularly impressed with the exceptional performance of the Fund, -
performance had been in the top 10% for each period over 3, 5 and 10 years - and
mentioned the low levels of risk taken by the Fund, a fact highlighted in last year’s Annual
Report as being the subject of a specific evaluation exercise.The newsletter and very
readable Annual Report contributed to the overall assessment. I am of course very
pleased that the Fund has been recognised for its activities as well as the Fund Managers,
Barclays Global Investors for their performance, and would again like to thank all
concerned for their contribution to this award.
There have been a few changes this year for the Panel. Firstly the remit of the Panel now
extends beyond Investments into Fund Administration matters, and as such the name of
the Panel has changed from the Dyfed Investment Panel to the Dyfed Pension Fund 

Panel.This has added quite a bit of work for Panel members who
now not only meet quarterly on Investment issues but also meet
as necessary on Administration issues.

Secondly, the June local elections gave a degree of
uncertainty for a short period of time, however all Panel
members, including the substitute member, were returned
to office. Cllr Gwyn Hopkins, has however decided to stand
down as a Panel member after 11 years service.We are
very grateful for his commitment over that time and we
wish him well, his vast experience will be sorely missed.

We are very pleased however to welcome Cllr Sian
Thomas as the new Panel member. Cllr Thomas will
initially be undertaking induction training as well as all
the training undertaken by the Panel annually.There
is no doubt that there will be a steep learning
curve, but I’m sure that Cllr Thomas will soon be up
to speed. She will be ably assisted in this aim by
our excellent officers and advisers, and of course by
other Panel members. I look forward to working
with her and to maintaining stability in the Pension
Fund Panel for many years to come.

Cllr W.J.W. Evans CHAIRMANAwards Ceremony
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I hope you like our report this year, based on the central theme of new technology.With
the launch of our new website we felt this contemporary style was very appropriate,
and befitting of this Fund with its go-ahead outlook.

The Fund has had an excellent year. Receiving the LGC Fund of the Year award for the
second year running was a real achievement, and something we can be very proud of. I
would like to add to the Chairman’s comments my thanks to the Panel and all my
officers for their efforts in achieving this high standard, and to acknowledge the
contribution of our advisers in this success.

Particular thanks must be given to our Fund Managers, Barclays Global Investors (BGI)
for another year of outstanding performance. Not only did they outperform the
benchmark this last year by almost 1%, they have exceeded the industry average for
every period, and to top it all, the Fund is actually ranked as the best performing Fund
over the last 10 years.

Not only has the Fund done well relative to other funds, but markets have seen a vast
improvement over the gloomy picture that was being presented last year.

The value of the Fund at 31st March 2004 was £761 million, which although only 
recovering to the level as at 2000, is a 24% increase on the value at the end of the
previous year.This is very welcome news, and hopefully serves to stem any potential
downturn in the solvency level of the Fund.

This is not a panacea however and the Fund’s Actuary, Mr Steve Jacquest of Mercer
Human Resource Consulting, has already warned us that the solvency level of the Fund
will have fallen due to the poor markets over the previous 3 years, and particularly in
2002.This will certainly mean that employers contribution rates will have to increase. It is
hoped that the results of the valuation will be available by December of this year in
order that increased contributions can be budgeted for 2005/06. Discussions are
continuing with the Actuary to attempt to limit increases whilst still acting prudently on
the Fund’s behalf.

The assumptions underlying the valuation will be outlined in the Funding Strategy
Statement (FSS) that the Fund is required to put out for consultation with employers
and publish before April 2005. Letters have been sent out to employers seeking both
initial comments and enclosing the draft FSS.This is the employers’ opportunity to make
their voice heard, and we welcome their involvement through this mechanism.The FSS
also includes many other facets of the Fund, for example the Fund’s objectives,
operational and management issues, strategic direction and risks.The FSS will of course
be available on the Website, and I’m sure you will find it of interest.

Speaking of the Website, this was a major development for the staff this year and I must
congratulate them on an excellent final product, and delivered on time too.We were

introduction
very keen to get the facility for all users to be able to both
communicate with my staff and to glean any pension related
information, within reason, in as easy a form as possible. I think
we have achieved this, and so do the majority of those who
have commented to us.The launch of this facility reaffirms our
dedication to the continuing support of our stakeholders. In fact
we are already considering means of enhancing the site and
improving communications generally.The site is being well used
with approximately 20,000 ‘hits’ a month. I hope that this means
of communication benefits all parties.

The Local Government Pension Scheme (LGPS) has this year
been the subject of one of the most far-reaching consultations
by the Office of the Deputy Prime Minister (ODPM) for some
time. Government is indicating that in order to sustain a Local
Government Pension Scheme in the form it currently takes
there has to be a fundamental change to the benefit package.
There are likely to be significant implications for both employers
and employees, and these are outlined in more detail in the
report.These changes have a proposed implementation date of
April 2005.

As you can see, the staff have been busy again this year. In
addition to regulation changes and consultation documents
there were some other specific issues that merit a mention.The
development of the website was of course one of the key areas
of work for staff followed by the valuation exercise which kept
them hard at work for the remainder of the year.The new FRS
17 accounting requirements meant some expediting of the data
and results, and next year with the closure of accounts being
brought forward this will be an even greater challenge. In
addition, the Administration team are aiming to finalise the
production of Annual Benefit Statements by the autumn of this
year. I must also congratulate a number of staff who have passed
their examinations in various levels of the Institute of Payroll and
Pension Managers (IPPM).These are just some of the number of
ways we are attempting to improve our service to you.

Regrettably, our current Independent Adviser, Mr Mike Kershaw,
has informed us that he wishes to retire next year.Whilst this
may seem a long way off at the moment, the Panel has decided
to appoint a new adviser to overlap with Mike in order to gain
experience of the Fund.We hope to be in a position by the
Annual Consultative Meeting of having made this
appointment.

Finally, can I once again thank all my staff, the
Panel and our advisers for their tireless
efforts throughout the year.The success
of the Fund has been very much shaped
by their drive and energy, something
that I’m sure we all acknowledge.

Roger Jones BScEcon, C.P.F.A.
DIRECTOR OF RESOURCES 
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During the year the remit of the Investment Panel was extended
to include determinations on Administering Pension Fund
Authority matters and as such the Panel has now been renamed
the Pension Fund Panel.This ensures compliance with Part H of
Schedule 1 of the Local Authorities Executive Arrangements
(Functions and Responsibilities) (Wales) Regulations 2001.

This responsibility is of course in addition to the Panel’s
investment remit, which is ‘ to review the performance of the
Fund, to decide on the strategic direction of all matters relating to
the investments of the Fund and monitor all aspects of the
investment function.’

The quarterly Panel meetings are therefore more varied than
previously, and are now sometimes held over two sessions due to
the extended agenda.The Panel will each quarter always consider
the investment performance and risk taken, as these are obviously
critical issues that have to be monitored.The Fund Managers also
continue to  present reports on their activities during the quarter,
which are reviewed by the Independent Adviser, as well as giving
an outlook for the economy in relation to investment strategy.
However there are very often other strategic investment issues
on which to determine, and this is where the skills and
experience of Panel, and the result of all the training they have
received come to the fore.

On the Administration side, issues considered by Panel in the
short space of time since the change of remit include :
Recovery of overpayment of pensions, Reinstatement of widow’s
pension benefit, Purchase of added years from the Pension
Scheme, Response to consultation papers, Pensions for
councillors, Centenarians, Change in the internal dispute
resolution procedure (Appeals Process), and Funding Strategy
Statement. This demonstrates clearly the wide variety of issues
the Panel will be expected to deal with in future.

The Panel consists of 3 elected Councillors, supported by a
substitute Councillor.The Panel is advised by the Director of
Resources and support staff, and an Independent Adviser.These
meet quarterly prior to the full Panel meeting, which also includes
the Fund Managers, Barclays Global Investors (BGI).

All Panel members, including the substitute member, were
returned to office following the local elections in June of this
year. However Cllr Gwyn Hopkins has decided to stand down
as a Panel member, and Cllr Sian Thomas has been nominated
in his place. The Pension Fund Panel therefore now consists of:-

Cllr Wyn Evans – Chairman of the Panel 
Cllr Martin Morris 
Cllr Sian Thomas 
The substitute member is Cllr Clive Scourfield

All members photos are on Page 23

All Panel members receive extensive training and update
training, and of course Cllr Sian Thomas will also this year
receive induction training.

The following officers from Carmarthenshire County Council
also attend Panel meetings as advisers:-
Mr Roger Jones, BSc. CPFA – Director of Resources
Mrs Liz Aitken, BSc, CPFA – Chief Technical Officer
Mr David Lewis, MIPPM – Exchequer Services Manager
The Independent Adviser to the Fund is 
Mr Mike Kershaw, M.A.
Mr Kershaw advises Panel on all aspects of investment
management, at quarterly meetings or at ad hoc meetings as
necessary.
Other parties with involvement in various aspects of the remit
are:- 

Barclays Global Investors – Fund Managers
WM Company – Performance Measurement Company
Global Investor Services (HSBC) – Custodians
Eversheds – Legal Advisers

performance related fees
The structure of the fees payable to the Fund Managers, BGI had not been reviewed
since the contract was agreed in 1989 and the fees had gradually become out of line
with current market prevailing rates.Whilst it was deemed reasonable therefore to
negotiate an increased fee with the Fund Managers, rather than increase the fee by a
fixed percentage both the Panel and officers thought it more appropriate to negotiate a
fee that is related to how well the Fund Managers perform.This way both parties gain
when performance is good, and there is pain on both sides when it is not.The Panel
were also particularly anxious to demonstrate good value to the Fund’s stakeholders.
A new performance related structure was therefore agreed by both parties and became
effective from 1st January 2004.

independent adviser
Mr Mike Kershaw, the Fund’s Independent Adviser, has informed the Panel that he wishes
to retire at the end of his current contract, which runs to 30th September 2005.Whilst
we have the benefit of Mr Kershaw’s advice for a further 12 months, the Panel would
like the new adviser to commence a contract with the Dyfed Pension Fund at the end
of September 2004, in order that there is an overlap of a year.This way there will be a
smooth transition to the new contract and this would minimise the disruption that could
be associated with such a major change.

The Fund has sought tenders from advisers linked to a company in order that it can avail
itself of further support and a research capability when the need arises. However this
will not preclude the Fund acquiring specific services from elsewhere should it be
necessary.This is a key appointment for the Fund and it is likely that the new adviser will
be in place by the Annual Consultative Meeting in September.

2. investment report
the pension fund panel
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funding strategy statement 
Under the Local Government Pension Scheme (England and Wales) (Amendment)
Regulations 2004, the Administering Authority is required to prepare and publish a
Funding Strategy Statement (FSS) before April 2005, having consulted with all relevant
parties.This must have regard to the guidance issued by the Chartered Institute of Public
Finance and Accountancy (CIPFA) and the Fund’s Statement of Investment Principles
(SIP).The FSS must be revised and published whenever there is a material change in
either the policy on the matters set out in the FSS or the Statement of Investment
Principles. Benefits payable under the Scheme are guaranteed by statute and the
pensions promise is secure. Both benefits and the required levels of employee
contributions are specified in Regulations. Employer contributions are determined in
accordance with these Regulations, which require that an actuarial valuation is completed
every three years by the actuary, including a rates and adjustments certificate.
Contributions to the Scheme should be set so as to “secure its solvency”, whilst the
actuary must also have regard to the desirability of maintaining as nearly constant a rate
of contribution as possible.The actuary must have regard to the FSS in carrying out the
valuation.

The FSS addresses the issue of funding the benefits payable under the Local
Government Pension Scheme (LGPS) over the longer term, whilst at the same time,
facilitating scrutiny and accountability through improved transparency and disclosure. It
ensures that a prudent approach to the funding strategy is being taken, and that there is
advance provision to meet the cost of accruing benefit promises.

Decisions taken regarding the approach to funding will determine the rate or pace at
which this advance provision is made. Although the Regulations specify the fundamental
principles on which funding contributions should be assessed, implementation of the
funding strategy is the responsibility of the Administering Authority, acting on the
professional advice provided by the Actuary.

The intention is for this strategy to be both cohesive and comprehensive for the
Scheme as a whole, recognising that there will be conflicting objectives which need to be
balanced and reconciled. Whilst the position of individual employers must be reflected
in the statement, it must remain a single strategy for the Administering Authority to
implement and maintain.

statement of investment principles
Carmarthenshire County Council as the local authority
responsible for the administration of the Dyfed Pension Fund
(Superannuation Act 1972, 1995 Regulations) has drawn up
and adopted a Statement of Investment Principles to comply
with the Local Government Pension Scheme (Management
and Investment of Funds) (Amendment) Regulations 1999.

The SIP encompasses the objectives, risks, restrictions and
operational issues perceived to be of relevance to the Fund
and lays out the Funds voting and Socially Responsible
Investment policy and it’s compliance with the Myners 10
principles of investment.The full SIP is available on the Dyfed
Pension Fund website (www.dyfedpensionfund.org.uk).

The consultation on the Statement of Investment Principles
will be undertaken separately from the Annual Report this
year and will be available on the website.There are two
changes to the Statement.

Firstly, although the Fund has no segregated assets in Europe, it
does have an interest through unit trusts. It is  therefore
considered appropriate to form a view on its desired voting
policy.The Fund has adopted the voting policy for Europe as
outlined in the BGI Corporate Governance Policy regarding
this issue.This states that in Europe we seek to apply the same
overall corporate governance philosophy that we adopt for
the UK.We recognize that there are inevitable variations in
application within the different jurisdictions, but we aim to
exercise votes in those countries where it is practical to do so.
Our policies are based on the OECD Corporate Governance
Principles and on local standards of best practice.

Secondly, due to the fact that we are now tendering for the
position of Adviser to the Fund, there has been an
improvement in the Myners compliance checklist shown
towards the end of the Statement.The Panel’s view is that
Principle 4 is now fully compliant.

Panel will shortly be deliberating the Fund’s voting policy in
the USA, and it is likely that this will be finalised
prior to the consultation.

Liz Aitken
CHIEF TECHNICAL OFFICER
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I am delighted to learn that, once again, the Dyfed Pension Fund
won the honour of the Fund of the Year Award at the recent
Public Treasurer Awards. I wholeheartedly congratulate your
Investment Panel and their advisors on their successful
determination of your Fund’s investment strategy and am very
pleased that Barclays Global Investors were able to make our own
contribution to your success.

We very much look forward to working with your Fund and
Investment Panel in 2004, which is proving to be just as eventful as
last year. I know there is a great deal of work being done to
ensure your strategy remains appropriate following the triennial
valuation, and Barclays Global Investors are committed to
contributing to the Fund’s ongoing success.We do appreciate the
confidence you place in BGI and are looking forward to the
challenges that lie ahead.

andrew wealls
client director for the dyfed pension fund
Congratulations! Over the year to 31st March 2004, the performance of the investments in
your fund amounted to almost 24%.Whilst this return is pleasing in itself, and reflects the
astute strategic asset allocation of your panel and excellent outperformance of this
benchmark by your managers, it was particularly rewarding to see this recognised
externally. So, once again, congratulations as the Dyfed Pension Fund won the Fund of the
Year Award 2003 by Public Treasurer Magazine.

After three years of falling equity markets, such substantial returns are a significant relief to
all investors who are saving to pay for a comfortable retirement.The Local Government
Pension Scheme along with many funded defined benefit pension schemes suffered during
the three year bear market in equities which followed the bursting of the ‘dot com’ bubble.
For the LGPS, which is a statutory scheme, open to ongoing and new members, a long-
term view of market returns is especially appropriate.

Unfortunately, for many schemes, only one year of strong returns is not sufficient to fill the
gap in pension funding in the UK so exposed by those falling equity markets. A report in
July 2004 by Mercer Human Resources showed that, although the black hole in the UK's
largest company pension schemes shrank in 2003, the combined pension fund deficit of the
FTSE 350 companies only fell from £74bn to £64bn over the year.Whilst strong stock
market growth had contributed to this fall in the deficit, increased contributions from
employers had also helped to close the gap.

Unfortunately for most employers, whilst their assets did grow over the year, their liabilities
(the value of the pensions they will have to pay) grew too. Not only are people living
longer (which increases the time over which their pension will have to be paid), the
calculated value of those payments has also risen.That’s because actuaries work out how
much money is required today to pay a liability in a number of years time. As interest rates
have come down, they calculate that more money must be set aside today as interest
earned will be less. So falling long-term interest rates have pushed up the value of liabilities
calculated today.

To make matters worse, new accounting rules for companies have made these funding gaps
more transparent to the outside world. So, in order to reduce the drain on profits, firms
have been replacing final salary schemes - which guarantee an income in retirement based
on length of service with money purchase schemes. By shifting the risk of pension provision
from the corporate sponsor to the individual employee, companies are looking to insulate
themselves from future stock market volatility, increases in life expectancy or more falls in
long term interest rates.

fund manager’s report - 1st april 2003 - 31st march 2004
lindsay tomlinson
vice chairman - barclays global investors

Lindsay Tomlinson
VICE CHAIRMAN - BGI 
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The National Association of Pension Funds recently reported that one in four final salary
schemes had closed to new members during the year to the end of April.
Whilst the pensions deficit is of great concern to employees, the government and to firms,
there are differing views as to the impact on company performance and therefore
investment performance the pensions crisis will make.

An optimistic view is held by Aon Consulting, who point out that three-quarters of the
UK's largest companies have a pension deficit that is less than two years' of profits.
The group said this suggests the so-called pensions crisis is in fact manageable for most
firms as they should be able to fund shortfalls in their pension funds from future
profitability.

In a similarly optimistic vein, a CBI report in April 2004 shows that constraints on business
investment caused by pensions funding problems are likely to moderate in 2005 and 2006,
although, the CBI believes the pensions crisis has made the recovery in corporate
investment more muted than it would expect at this stage of the economic cycle.

It predicts investment growth of almost 6 per cent in 2005 and 5 per cent in 2006.This
compares with over 10 per cent following the turn of the investment cycle in the 1990s.
Ian McCafferty, CBI Chief Economic Adviser, said of the report: "Amid all the bad news
about pensions, these findings give reason for a little cautious optimism.”

“Firms are still having to make sizeable financial provisions to make up the shortfalls in
pensions schemes but the problem is more under control.The impact on the financial
health of the corporate sector is therefore easing, opening the prospect of more vigorous
investment spending in 2005 and 2006."

Therefore, whilst the pensions crisis is having an impact on corporate performance,
investment decisions and therefore stock market performance, there is evidence that the
issues highlighted are manageable. Our own view is that the equity risk premium (the
amount of extra return likely to be generated by investing in equities) remains strongly
positive, although the need to continue to make increased pension fund contributions for
the foreseeable future will have a meaningful impact on corporate performance.

Your Pension Fund Panel’s strategy of maintaining a significant holding in both UK and
overseas equities remains a prudent decision given the continued existence of excess
returns generated by equity markets.Your managers then actively manage your Fund’s
exposure to generate returns in excess of those generated by our peer group and the
market. Happily 2003 was a year in which both the excess return generation of equity
markets and Barclays Global Investors capacity to generate additional returns were
spectacularly in evidence.

investment returns
The following returns were achieved for each asset class for the
12 months to March, 2004.

asset class fund % return

UK Equities 30.7

Overseas Equities - US 16.9

- Europe (Ex UK) 39.2

- Pacific Rim 33.3

- Japan 49.1

- Emerging Markets 60.9

UK Fixed Interest 2.9

UK Index Linked 7.8

Cash/Other 95.3

Total Fund 23.8

returns over the past 11 years against benchmark

year benchmark dyfed fund % return

1993-94 15.4 15.9

1994-95 0.9 0.9

1995-96 20.5 21.7

1996-97 11.8 12.4

1997-98 25.1 27.0

1998-99 10.2 9.4

1999-00 13.3 9.9

2000-01 -6.5 -5.0

2001-02 0.2 1.5

2002-03 -17.0 -14.9

2003-04 22.7 23.8   

Andrew Wealls
CLIENT DIRECTOR

FOR THE DYFED PENSION FUND
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local authority funds
2003/04 saw very strong positive returns for the sector, providing
some welcome respite from the gloom of the previous three
years.
Company shares led the way, with domestic and international
equities posting returns in excess of 30%.
Fund values increased markedly as a result, but are still behind
their 99/00 peak.

Pension fund investing is all about the longer term however, and
whilst recent results have coloured the medium term, returns over
ten and twenty years are still healthy.

The factors driving change in public sector funds differ from those
driving change in the private sector, and the pace of change is
more measured.This said however, changes are taking place, and
amongst the more notable;

" The traditional “Balanced” style of portfolio management
continues to lose ground to more complex specialist
arrangements.Whilst half the funds in the survey still prefer
the balanced approach, almost no new mandates are being
awarded and this trend appears irreversible.

" The equity component of the average fund has remained
remarkably stable over the last ten years, but structural
change within equity portfolios is in evidence.The balance in
domestic/international continues to shift in favour of the latter,
and in international equities, weightings are moving ever closer
to the increasingly popular “thirds” approach to allocating
monies amongst the three major geographic regions.

" More than three quarters of funds now adopt a scheme
specific benchmark, a trend that is surely set to continue. One
implication is that in volatile markets, funds can be forced into
asset allocation decisions in order to re-align portfolios.This
can result in the selling of assets rising in value relative to
others, and vice versa. In 2003/04, funds were net sellers of
equity and buyers of bonds.Whilst undoubtedly a benefit in
terms of keeping wraps on volatility, in the immediate short
term, this will have had a cost in terms of absolute return.

dyfed pension fund

returns
The Fund had another excellent year, outperforming its benchmark by almost 1%.
The biggest single factor came from the stellar performance of the “AAA” Fund, but good
performance in Index-Linked and international equities also added value.

The Fund has outperformed the benchmark in each of the latest 3, 5 and 10 year rolling
periods and is currently comfortably exceeding target.

Compared with other authorities, the Fund posts above average results over 1, 3, 5 and 10
years. The Fund ranks mid table in the latest year, but is the best performing fund in the
survey over ten years.

risk
By deviating from its benchmark, a fund will generate risk (relative to that benchmark),
either by weighting asset classes differently (known as ‘policy’), or by picking different
securities (known as ‘selection’).

The Dyfed Pension Fund enjoys very low risk relative both to benchmark and to other
local authorities.What risk is present arises almost entirely from selection, particularly UK
equity selection.This is a familiar risk profile and one that is entirely consistent with the
asset management strategy.

In the latest period of measurement (three years to end March 2004), the risk/return trade
off has been exceptionally beneficial (low relative risk/high relative return).The key
determinant has been UK equity selection where the rewards, in terms of positive relative
performance, have been exceptionally strong for the modest risk adopted, indicating a
measurable degree of ‘skill’ in evidence from the asset manager.

report on performance and risk
the wm company

David Cullinan
PERFORMANCE CONSULTANCY

Eric Lambert
HEAD OF PERFORMANCE
CONSULTANCY
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summary of performance

long term performance
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

12 Months

Rolling
Three 
Year
Periods

Dyfed Pension Fund - Barclays

Global Investors

Period to end March 2004

Benchmark - 

DYFED BENCHMARK
STERLING

Category - TOTAL ASSETS

This page details the longer term
performance of the Fund, plotting
it relative to the Benchmark set.

The graphs show the performance of the
Fund and Benchmark over the latest period
and longer term.

The relative return is the degree by which
the Fund has out or underperformed the
Benchmark over these periods.

Fund Returns 5 years 10 years
% pa % pa

Fund 2.2 7.9
Benchmark 1.5 7.3
Relative Return 0.7 0.6

Return
%

Fund 0.9 21.7 12.4 27.0 9.4 9.9 -5.0 1.5 -14.9 23.8
Benchmark 0.9 20.5 11.8 25.1 10.2 13.3 -6.5 0.2 -17.0 22.7
Relative Return 0.0 0.9 0.5 1.5 -0.7 -3.0 1.6 1.4 2.5 0.9

Fund 12.9 12.5 11.3 20.2 16.0 15.2 4.5 1.9 -6.4 2.3
Benchmark 13.7 12.0 10.8 19.0 15.5 16.0 5.3 2.0 -8.1 0.6
Relative Return -0.8 0.4 0.5 1.0 0.4 -0.7 -0.7 0.0 1.8 1.6

Relative
Return

%

Relative
Return

%
The relative return is the degree of
out or underperformance of the
Benchmark over these periods.

A target is the degree by which the
manager is expected to outperform
the Benchmark.

Target
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Pensions often seem to attract a lot of negative comment in the
press. Articles focus on the plight of scheme members who have
lost their pension benefits as a result of their employer’s insolvency
or on the amounts by which certain pension schemes are
underfunded. The Local Government Pension Scheme (LGPS) is
not immune from this sort of comment. In recent months many
articles have been written about the “black holes” in local
government pension funds. But there are important differences
between the LGPS and private sector schemes which are not
always made clear.

Members of the LGPS have their pension benefits guaranteed by
law - as a result members’ accrued benefits are secure under
current LGPS Regulations. Further, these funds hold assets more
than sufficient to pay pension benefits for many years into the
future. Talk of “black holes” is misplaced. Nevertheless, local
government pension funds still have to contend with many of the
same problems as other occupational pension schemes. Poor
recent investment returns and increased longevity of members are
issues faced by all schemes. Under current LGPS Regulations,
members’ contributions are fixed, and so the impact of these
adverse factors falls on employers.

The Dyfed Pension Fund’s funding position is monitored regularly
and a full actuarial valuation is carried out every three years. The
valuation examines the Fund’s assets and also looks at how much
money needs to be set aside to meet future obligations. After
consideration of the results, the Fund Actuary, Mercer Human
Resource Consulting Limited, recommends contribution rates to
be paid in the future.

The last full valuation took place as at 31 March 2001 and showed
a surplus in the Fund (i.e. the level of assets was greater than the
capital value of its liabilities for benefits in respect of service to
date). Given the poor investment returns resulting from falling
equity markets in 2001/02 and 2002/03, it is expected that this will
no longer be the case as at the 31 March 2004 valuation and so
employer contribution rates will have to increase.

Certain factors will act to offset these increases. For example the
Actuary will need to consider the impact of the Government’s
proposals in Phase 2 of the “Stocktake” review of the LGPS. The
change with the largest financial effect is a proposed increase in

an actuarial perspective

Stephen Jaquest

ACTUARY - MERCER HUMAN
RESOURCE CONSULTING LIMITED

retirement ages for some LGPS members, to be made effective from 1 April 2005. This
would act to reduce the employer contributions payable.

Further, we must bear in mind that the funding of pension benefits is a long term exercise.
Some of the benefits to which the Fund’s liabilities relate will not be payable for 30 or 40
years. The LGPS and the major employers within it are going to be around in one form or
another for the long term. With this in mind, the LGPS Regulations have recently been
amended to require a Funding Strategy Statement to be prepared. This Statement, on
which Fund employers will be consulted, will set out a long term view on funding of the
liabilities. Its purpose is to improve the transparency of the Scheme while providing a
mechanism to keep contribution rates under control. For example, given the long term
nature of Local Government, deficits can be recovered over longer periods than in private
schemes, again serving to keep employer contribution rates under control.

Finally, it is reassuring to know that the Dyfed Pension Fund is one of the best funded local
government pension funds in the country, thanks to careful management over many years.
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Last year I wrote reaffairming my belief that equities were the major appropriate asset class
to match pension fund liabilities. Over the past period equity markets globally have re-
established some equilibrium after three calendar years of negative performance, which led to
the emphasis of comment and regulation dwelling upon the potential risks of equity
investment rather than the potential returns. Equity markets are volatile as they are the
product of many human judgements, hopes and expectations which lead to over-
exuberance such as the "dot-com" boom and, at the other end of the spectrum, to reactions
that can lead to an over-depressed state. Markets in "bull-runs" always go higher than might
be rationally expected and in a "bear" phase will end lower than may be predicted.

During the period under review, equity markets have had to contend with a continuing global
conflict, a mixture of economic performances from the various global blocs, ranging from
strong growth in the UK and US, some recovery in the East, and stagnation in Europe, and
bond markets that have gone sideways. Against this background, then, equity market returns
of 30% or more are extremely pleasing, particularly as they continue to make up 65% of our
portfolio.

So much for retrospect, what next?

On the positive side, the global economy is still awash with relatively cheap money that was
injected into the system to stem the possibility of a global recession and the major
locomotive economy, the US, continues to perform strongly. On the other hand, these easy
monetary conditions are beginning to be reined in by gradual increases in short term interest
rates, as the re-emergence of inflation begins to be a topic for consideration.

On the negative side, bond markets are unlikely to be supportive of equities as governments
continue to issue massive amounts of paper to finance deficits that have grown either
because of over-stimulation, the UK and the US, or because revenue has stagnated because of
slow economic growth, Europe.

These, then, are the monetary conditions that exist, which can be translated into the
supply/demand equation for financial assets. A good example of what can happen when this
equation becomes unbalanced is the UK housing market which demonstrates the situation of
lack of sufficient supply being overwhelmed by demand leading to, probably unsustainable,
price rises.

I also alluded to the demise of communism, i.e. the failure of economic management in
control economies last year and I feel it is worth returning to this topic. The market based
economies contiunue to be the most successful, setting out an example as to what may be
achieved when bureaucrats are least involved, a lesson still be be learned by many politicians.
Such economies will have their excesses as do stock markets, but in overall terms their
benefits substantially outweigh their problems.

Finally, and I continue to beat the drum for equity investment taking the long view, I leave you
with a question. If inflation were to return in any meaningful size, where would you choose
to invest your money - equities or bonds? I know my answer!

independent adviser’s report
Asset Allocation as at 31st March, 2004

Average Local Dyfed Pension
Authority Fund % Fund %

UK Equities 42.1 42.7

Overseas Equities 27.6 22.1

UK Bonds 9.7 8.8

Overseas Bonds 2.6 -

UK Index Linked 6.6 24.7

Cash/Other 5.0 1.6

UK Property 6.5 -

Mike Kershaw
INDEPENDENT ADVISER
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launch of the dyfed
pension fund website
The Fund website has been a major
development this year and we would urge
stakeholders to make as much use of it as
possible. If you can suggest improvements
please let us know, as these could benefit
everyone. Attached is a simple map of the
website to guide you through.
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3. fund administration
introduction
The Pension Fund is governed by Regulations made by the Office
of the Deputy Prime Minister (ODPM). Under the provisions of
the Local Government Pension Scheme (Local Government
Reorganisation in Wales ) Regulations 1995, the administering
authority function was transferred to Carmarthenshire County
Council. Employee contributions and benefits payable are set out
by Regulation. Employer contributions are actuarially assessed at
each valuation and areas of discretion are subject to local policies
determined by each participating Fund Employer

principal benefits
" Inflation proofed Pension and Tax Free Cash Lump Sum at

retirement;

" Enhanced Pension and Enhanced Tax Free Cash Lump Sum on
ill-health retirement with more than 5 years service;

" Death-in-Service - a Tax Free Cash Lump Sum of twice the
annual salary payable to the estate. In addition, Spouse's and
Dependents benefits are payable;

" Death after retirement - Spouse's Pension, Dependents
Pensions and in certain cases a Lump Sum Death Grant

"Transfer of Pension Rights to either a new employers
approved scheme or to an approved personal pension plan;

" Employees who leave with more than 3 months service
(or less than 3 months service where a transfer payment has
been received) are entitled to a Preserved Inflation Proofed
Pension and Tax Free Lump Sum payable at the latest at
normal retirement age;

" Additional contributions may be paid to increase pension
benefits in certain circumstances.

pensions increase
Pensions are increased annually under the Pensions Increase Act as
prescribed by Social Security legislation in line with the upgrading
of various state benefits.This year, pensions were increased from
12th April, 2004 by 2.8% and represents the percentage rise in the
Retail Price Index ( RPI ) for the 12 month period to September,
2003. Pensions Increase is normally paid to pensioners who are
aged 55 or over or at any age if termination was due to
permanent ill-health or receive a spouse's/child's pension.

pensions for councillors
The Office of the Deputy Prime Minister (ODPM) has issued
regulations - The Local Government Pension Scheme and
Discretionary Compensation (Members of County and County
Borough Councils in Wales) Regulations 2004.They now extend
the English councillors' provisions (which came into force in May,
2003) to eligible councillors in Wales and came into force on 10th
June, 2004. There is very little difference between the English and
Welsh provisions, except that in Wales where a council decides to
give a councillor access to the LGPS, both the basic and special
responsibility allowance must be pensionable. Before a council can
address this matter it must await the report of the All Wales
Independent Remuneration Panel (WIRP) which will make
recommendations as to those councillors of a particular authority
who are  to be entitled to pensions provided by the LGPS.Their
report and recommendations are anticipated later this year when
retrospection will apply to the 10th June, 2004. Eligible councillors
who subsequently opt to join the LGPS will have a pension age of
70 with benefits based on career average pay as opposed to final
salary. Other benefits such as spouse's pension, ill-health pensions
and death benefits will equally apply. Contributions rate will be 6%,
with the employer rate as set for the respective employing

authority.When the WIRP produces its report, a guide to the LGPS for eligible councillors
will be posted on the Dyfed Pension Fund Website.

legislative amendments to the lgps
Changes in Scheme rules came into force on 1st April, 2004 and are summarised as:

" an NHS employer can enter into an admission agreement so that LGPS members
who are transferred to them by virtue of a Partnership established under Section 31
of the Health Act 1999 can remain in membership of the LGPS.

" the facility that permitted employers to agree with employee representatives how the
whole, or part of, an employee's pensionable pay should be calculated ( i.e. the pay
upon which pension contributions were to be paid) has been removed. However,
agreements that were in force on 31st March,2004 are protected.

" the period of membership required in order to qualify for benefits under the LGPS is
reduced from 2 years to 3 months. Refund of contributions will only be available to
those who leave within 3 months and have not had a transfer of pension rights into
the LGPS.Transitional protection cover those members who were contributing to the
LGPS on 1st April, 2004 who subsequently leave with less than 2 years membership 

and who had not transferred pension rights into the LGPS from another scheme. Such
members will still be able to opt to take a refund (rather than have a deferred
benefit).

" the definition of "permanently incapable" for entitlement to ill-health benefits has been
amended to clarify that it means "the member will, more likely than not, be incapable
until, at the earliest, age 65. ( Age 70 in the case of coroners, Justices Clerks and
Councillor members).

" no ill-health enhancement will be awarded where a member ceases membership of
the LGPS on the grounds of permanent ill-health for a second or further time.

" re-employed pensioners will not be able to combine their benefits upon cessation of
the period of re-employment (but re-employed LGPS pensioners who are active
members of the LGPS on 1st April,2004 can elect to opt out of the effect of this
change).

" deferred pensioners who rejoined the LGPS before 1st April, 2004 and did not
aggregate their membership must decide by 31st March,2005 whether or not to do so
(or such longer period as their employer allows). Deferred pensioners who rejoin the
LGPS on or after the 1st April,2004 must decide whether or not to aggregate their
membership within 12 months of rejoining ( or such longer period as their employer
allows).
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" the augmentation provisions under the Scheme has been replaced with a single
augmentation provision that allows employers to award a member an additional
period of membership at any time during active membership of the Scheme.

" each administering authority must prepare, maintain and publish a funding strategy
statement having consulted with such persons as they consider appropriate.

appeals procedure
From 1st June,2004 the LGPS Internal Dispute Resolution Procedure was amended. At
stage 1 of the procedure, appeals are to be heard by  a person specified by the body that
took the initial pension decision. (In many cases this will be the Employer's responsibility).
Responsibility for stage 2 of the procedure will rest with the administering authority.
Guidance to the revised appeals procedure issued by ODPM can be viewed from the Fund
website under "What's New"

proposed changes to the lgps
The ODPM issued draft Regulations on 31st March, 2004 with the related period of
consultation ending on 30th June, 2004.With a proposed implementation date of 1st April,
2005, the draft regulations propose that;

" other than in the case of Scheme members who are aged 50 or over at 31st March,
2005, the earliest age at which pension benefits can be paid (other than on the
grounds of permanent ill-health) will be increased from 50 to 55.

" that the "85 year rule" will be removed in respect of service accruing after 31st
March,2005. It is proposed that there will be transitional protection for Scheme
members who will both attain age 60 and meet the "85 year rule" before 1st April,
2013. Answers to Frequently Asked Questions made by Scheme members on this issue
to the ODPM, together with worked examples can be viewed from the Fund website
under "What's New".

budget and pensions
In the Budget announcement on 17th March,2004, the Chancellor confirmed that:

" Simplification of the Tax regime for pensions is to go ahead

" the implementation date has been moved from April, 2005 to April, 2006

" the "Lifetime Allowance" has been increased to £1.5m (from the proposed £1.4m)
with further staged increases to £1.8m by 2010 confirmed.

" it is unclear at this stage how this allowance will be increased post 2010 ( linked to pay
or price inflation) and further details are expected on how this will impact on the
LGPS

looking forward
Further reviews are anticipated shortly as next phases of the
Stocktake review of the LGPS to include consultation on:

" ill-health provisions

" employee contribution rates

David Lewis
EXCHEQUER SERVICES MANAGER

points of contact
Mr. David Lewis MIPPM is the Exchequer Services Manager in 
charge of Fund Administration.
Specific points of contact are as follows:- 

Scheme Membership and Kevin Gerard  01267 224157
Service Purchases

Pensioner Payroll Emyr Tillman 01267 224806

Pension Benefits Keri Bowen 01267 224156

Transfers Martin Morgan 01267 224154

Standard Life AVC Helpline 0131 225 2552
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your pension section
In addition to responding to consultation proposals and applying
amending regulations, the section met the earlier
commitment of developing and implementing the Pension Fund
Website by the launch date of 31st March, 2004.
This was a significant development and my thanks go to those
individuals from active scheme members, pensioners and
representatives of participating Fund employers who assisted by
way of feedback to the early development process.
Early indications, both compliments received from individuals and
its usage is highly encouraging. Again the Section participated in
the National Fraud Initiative exercise conducted by the Audit
Commission, resurrected the "Life Certificate" exercise, particularly
aimed at pension payments paid by cheque and through the
FRS17 exercise ensured that each employer who had to comply
with these accounting requirements received their results and
disclosure by their given accounts closure timescales. A number of
individual members of your Section have passed their
examinations for the Diploma in Pensions Management under the
auspices of the Institute of Payroll and Pension Managers (IPPM).
Other Section members are undertaking the (IPPM) Foundation
Course and will shortly be sitting their exams.We are currently in
the middle of the triennial valuation exercise which is an extremely
busy period with no let up as thereafter we move on to our 1st
production and issue of individual Annual Benefit Statements to
Scheme members. Building on the Website development our focus
will then turn to its enhancement and communication
improvements in general.
A schedule of employers (as at 31st March,2004) who either
participate or have a relationship with the Dyfed Pension Fund is
attached to the Statement of Accounts. On 31st March,2005 staff
of the Dyfed Powys Magistrates Courts Committee will transfer to
the Department for Constitutional Affairs and will participate in
the Principal Civil Service Pension Scheme.Volumes of members
within the Fund are as follows:

31.03.2004 31.03.2003
Actives 15823 14358
Deferred 3942 3691
Pensioner/Dependents 7065 6939

26830* 24988* 
*excludes Refunds/Frozen Refunds

In addition to its primary role of administering local government
pensions, the Pensions Section provides by agreement similar
services to the Chief Constable and Chief Fire Officer
administering the Police and Firemen's Pension Schemes. Pensioner
Payroll services provided by the Unit include the pension
payments of Local Government and Fire Pensioners together with
those arising from awards to Prematurely Retired Teachers,
Gratuity and Injury award payments. Local Government pensioner
pay dates for 2004/05 are as follows:

30th April 2004 29th October 2004       
28th May 2004 26th November 2004
30th June 2004 24th December 2004
30th July 2004 28th January 2005
27th August 2004 25th February 2005
30th September 2004 31st March 2005

explanatory foreword
The Pension Fund accounts are set out on the following pages and provide information
about the financial position, performance and financial adaptability of the Fund for the year
2003/2004.They show the results of the stewardship of management, that is, the
accountability of management for the resources entrusted to it, and of the disposition of its
assets at the period end.

For readers with a more detailed or specialist interest of the operation of the Fund during
2003/2004, reference should be made to the more detailed Annual Report and Accounts
document.

The main accounts and reports contained within this Statement of Accounts are as follows:

" The Fund Account.

" The Net Assets Statement 

" The Statement by the Consulting Actuary.

4. dyfed pension fund
statement of accounts
The following Statement of Accounts brings together in summary form the financial
transactions of the Pension Fund for the year 2003/04

director of resources
The Accounts are produced in accordance with the  requirements of the Local
Government Accounts and Audit Regulations 1996 and the requirements contained with
the Statement of Recommended Practice 1.The Regulations prescribe the contents of the
Statement of  Accounts and it is upon the contents only that the audit opinion is
expressed.

I hereby append my signature to the Statement of Accounts, which is to be found on
pages 18-22 as required by Regulation 8(3)

Roger Jones  BScEcon, C.P.F.A.
Director of Resources
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statement of responsibilities for the statement of accounts
the authority’s responsibilities
The Authority is required:

* To make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of these
affairs. In this Authority, that officer is the Director of Resources.

* To manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets.

the director of resources’ responsibilities
The Director of Resources is responsible for the preparation of the Authority’s
Statement of Accounts which, in terms of the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in Great Britain (“the Code”), is required to present fairly the
financial position of the Authority at the accounting date and its income and expenditure
for the year ended 31st March, 2004.

In preparing this Statement of Account, the Director of Resources has:

* Selected suitable accounting policies and then applied them consistently;

* Made judgements and estimates that were reasonable and prudent; and

* Complied with the Code.

the director of resources has also:

* Kept proper accounting records which were up-to-date, and

* Taken reasonable steps for the prevention and detection of fraud and other
irregularities.

statement on the system of internal financial control
1. This statement is given in respect of the statement of accounts for Carmarthenshire

County Council. I acknowledge our responsibility for ensuring that an effective
system of internal financial control is maintained and operated in connection with the
resources concerned.

2. The system of internal financial control can provide only reasonable and not absolute
assurance that assets are safeguarded, that transactions are authorised and properly
recorded, and that material errors or irregularities are either prevented or would be
detected within a timely period.

3. The system of internal financial control is based on a framework of regular
management information, financial regulations, administrative procedures (including
segregation of  duties), management supervision, and a system of delegation and
accountability. Managers within the Council undertake development and maintenance
of the system.

In particular, the system includes:

* Comprehensive budgeting systems;

* Regular reviews of periodic and annual financial
reports which indicate financial performance against
the forecasts;

* Setting targets to measure financial and other
performance;

* The preparation of regular financial reports, which
indicate actual expenditure against the forecasts;

* Clearly-defined capital expenditure guidelines; and 

* As appropriate, formal project management
disciplines.

4. Internal Audit Arrangements 
The Authority operates a dedicated Internal Audit
Unit under the management of the Head of Audit and
Risk Management.

He provides an independent opinion on the adequacy
and effectiveness of the system of internal financial
control.

The Unit operates to standards as set out in the Code of
Practice for Internal Audit in Local Government in the
United Kingdom (CIPFA) and the Authority’s Audit
Manual (as approved by Audit Committee).

The Authority has a dedicated Audit Committee,
which is responsible for approving the Internal Audit
Strategic and Operational Plans. In addition, it is
responsible for monitoring progress in achieving the
Plans and receiving regular reports in relation to “Key
Recommendations”.The Audit Committee meets on
at least a Quarterly basis.

The Audit Committee have approved the Authority’s
Audit Charter (December 2002), which specifically
sets out that Internal Audit should operate within a
framework that allows:

*  Unrestricted access to Senior Management
*  Reporting in its own Name
*  Segregation from Line Operations

Copies of all Internal Audit Reports are given to the
Chief Financial Officer, the Service Director and the
Service Manager responsible for the function. In
addition, any issues that are significant in nature are
reported to the Audit Committee.

The 4 Year Strategic Audit Plan (ended 30.6.03) was
compiled using a Risk Based approach. A new 3 Year
Strategic Plan commenced on 1.7.03 and similarly has
been based on risk.

Internal Audit is subject to an Annual Review by the
Council’s External Auditors (Audit Commission in
Wales) to ensure adherence to the principles
contained in The Code.The Audit Commission in
Wales has consistently concluded that they are able to
place reliance upon the work of Internal Audit.

5 My review of the effectiveness of the system of
internal financial control is informed by:

* The work of managers within the Council;
* The work of the internal audit section as described 

above; and
* The Council’s external auditors in their annual letter

and other reports.

6. I am satisfied that there is an Adequate System of
Internal Financial Control in operation within
Carmarthenshire County Council.

Roger Jones  BScEcon, C.P.F.A.
Director of Resources
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£’000 £’000

Income

18,870 Contributions Receivable From Employers 21,971

10,157 From Employees/Members 11,105

7,104 Transfer Values Inwards 8,080

1 Other Income 0

36,132 41,156

Expenditure

(28,123) Pensions Payable (29,067)

(4,400) Lump Sum Benefits Payable (4,395)

(35) Commuted Pensions (10)

(2,399) Transfer Values Outwards (3,468)

(131) Refunds of Contributions (344)

(615) Administrative and Other Expenses Borne by the Scheme (667)

(35,703) (37,951)

(429) Net Additions (Withdrawals) 3,205
from dealings with Members
Returns on Investments

16,298 Investment Income 18,182

Change in Market Value of Investments 

(20,315) Realised (18,780)

(103,307) Unrealised (108,049) 

(849) Investment Management Expenses (908)

(108,173) Net Returns on Investments (144,103)
(107,744) Net Increase (Decrease) in 147,308

Fund during the year

722,999 Opening Net Assets of Scheme 615,255

615,255 Closing Net Assets of the Scheme 762,563

Net Assets Statement 

Investment Assets:

Fixed Interest Securities

50998 Public Sector 61,125

5,201 Other 6,014

252,018 Quoted Equities 322,334

161,516 Index Linked Securities 188,412

132,237 Unit Trusts – Other 168,330

7,201 Cash Like Funds 10,746

1,758 Liquidity Units 299

610,929 Total Investments 757,260

2,868 Investment with Carmarthenshire CC 2,935

1,961 Debtors 2,828

(503) Creditors (460)

4,326 Net Current Assets 5,303

615,255 Total Net Assets 762,563

Reconciliation of the Movement in Fund Net Assets

722,999 Opening Net Assets 615,255

15,878 Net New Money Invested 20,479

Change in Market Value of Investments

(20,315) Realised 18,780

(103,307) Unrealised 108,049

(615,255) Closing Net Assets of Fund 762,563

2002-03  CONTRIBUTIONS AND BENEFITS 2003-04

notes to the pension fund accounts

(a) the scheme
The Authority administers the Pension Fund to provide pensions and other benefits for
employees of the three County Councils and various scheduled and admitted bodies
based within the former Dyfed geographical area. The scheme excludes
teaching/lecturing staff, police and fire service personnel for whom separate pension
arrangements apply. Regulations govern the rate of contributions to be made by
employees and the benefits payable. At the end of 31st March, 2004 there were
15,823 contributors, whilst benefits were payable to 7,065 pensioners.

(b) accounting policies
i. Accounting Standards

The Accounts have been prepared in accordance with the Statement of Recommended
Practice (SORP 1) produced by the Accounting Standards Committee.

ii Basis of Preparation
The accounts have been prepared on an accruals basis with investments accounted for
at Market Value. The financial statements do not take account of liabilities to pay
pensions and other benefits after 31st March, 2004.

(c) fund management
The assets of the Fund are managed exclusively by Barclays Global Investors. However,
residual cash balances are invested in the money market by Carmarthenshire County
Council on a lead authority basis. The broad investment policy and the monitoring of
performance is however the delegated responsibility of the Pension Fund Panel.This
Panel meets quarterly and includes members, officers, an independent adviser and the
Fund Managers.

(d) investment valuation
The investments shown in the net assets statement are shown at market value as at
31st March, 2004.

Investments held in foreign currency have been valued and converted into their sterling
value using the relevant exchange rates prevailing at 31st March, 2004.

Tables A and B opposite show an analysis of the Pension Fund Investments, which are all
Listed Investments:

(e) investments -  purchases and sales
During the year, investments purchased totalled £332m whilst sales totalled £292m. The
sales realised a net profit of £19m.

(f) administration expenses
A proportion of the relevant officers’ salaries (plus oncosts) have been charged based
on the time spent on Fund Administration and Management.

fund accounts
Fund Accounts for the Year Ended 31 March 2004 (these accounts
are subject to audit).



(g) investment management expenses
Investment Management Expenses are calculated according to the market value of the
Fund.

(h) acquisition costs of investments
Acquisition costs are included in the purchase price of the investment.

(i) taxation
i Value Added Tax - As the County Council is the administering Authority,VAT is

recoverable on all Fund Activities. The Accounts are shown exclusive of VAT.

ii UK Income Tax - The Fund is an exempt approved Fund and as such, is not liable to
UK Income Tax on any investment income.
Any irrecoverable withholding tax suffered on investment income from overseas
countries has been netted off against income.
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(j) adequacy of fund balances
The Pension Fund accounts, as such, represent a historical
record of transactions which have already taken place.
Clearly it is essential that the Fund balance is sufficient not
only to meet immediate calls on it but also to meet pension
and other liabilities many years hence.To safeguard these
obligations, the adequacy of the Fund’s investments and
contributions in relation to its overall obligations is reviewed
every three years by an independent firm of professional
actuaries.
The funding requirement of the Regulations (1990) set out
a target funding level of 75% of liabilities.The more recent
regulations have removed the requirement for a 75%
funding target. Instead the contribution rates payable by
participating employers have to be set at the level required
to maintain the solvency of the Fund.

(k) related party transactions 
During the year, transactions with related parties arose as
follows:

(L) prior year adjustments
In previous years the Dyfed Pension Fund accounts have
not included additional discretionary benefits payable that
are fully funded by the Employing Bodies through recharges
in the year of payment. For 2003/04 these payments are
included in the accounts as pensions and lump sums
payable, with the recharges included in contributions
receivable from employers.The figures for 2002/03 have
been restated to include these payments and contributions.

2002-03 2003-04

Book Market Geographical Book Market 
Cost Value Analysis Cost Value
£000 £000 £000 £000

486,388 476,931 UK 536,093 588,631
1,757 1,757 Ireland 299 299
44,029 31,825 US 48,085 41,416
60,077 45,365 Europe (excl UK) 52,453 55,122
34,119 20,612 Japan 34,119 30,742

42,312 34,439 Other 35,915 41,050

668,682 610,929 TOTALS 706,964 757,260

2002-03 2003-04
Book Market Investment Book Market
Cost Value Type Cost Value
£000 £000 £000 £000

Fixed Interest
49,112 50,998 Public Sector 60,758 61,125
4,826 5,201 Other 6,005 6,014

292,336 252,018 Quoted Equities 305,551 322,334
135,129 161,516 Indexed Linked Securities 160,331 188,412

Managed Funds
4,999 7,201 Asset Allocation 3,447 10,746
1,757 1,757 Liquidity Units 299 299

Unit Trusts
- - Property - -

180,523 132,238 Other 170,573 168,330
- - Property - -

668,682 610,929 TOTALS 706,964 757,260

Receipts 
£’000

Carmarthenshire County Council 15,400
Pembrokeshire County Council 6,463
Ceredigion County Council 4,726
Dyfed Powys Police Authority 1,465
West Wales Careers 929
Coleg Sir Gar 630
Mid and West Wales Fire Authority 583
Dyfed Powys Probation Service 562

Cash held by Carmarthenshire County Council 2,935
as at 31st March 2004

Table A

Table B
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(m) avc’s
Occupational Pension Schemes are required by Statute to
provide in-house AVC arrangements.The Dyfed Pension Fund
has joint providers: Standard Life, where a range of investment
options are available, and Equitable Life, for additional Life
Cover.

It is for individual Scheme members to determine how 
much they contribute (subject to Inland Revenue limits)
and the investment components or its mix.

statement by the consulting actuary

(1) An actuarial valuation of the Fund was carried out as at 31
March 2001 and the results are contained in my report dated
22 March 2002.

(2) This certificate showed that the required level of
contributions to be paid to the Fund by the participating
Unitary Authorities with effect from 1st  April, 2002 were as
follows:

(3) The contribution rates comprise a common rate of 10.9 per
cent of pensionable pay per annum, together with an
adjustment to the common rate having regard to the
individual circumstances of each employer, so that the rates
payable are as set out above.

(4) The common rate of contributions is the rate, which, in
addition to contributions paid by members, is sufficient to
meet 100 per cent of the liabilities arising in respect of
service after the valuation assuming that the assumptions
made at the valuation are borne out in practice. The
additions or reductions to the common rate reflect the
particular characteristics of the Fund members of each
participating Council. Also, the rates have been adjusted to
allow for the surplus or deficit of the value of each Council’s
notional share of the Fund’s assets above or below 100 per
cent of its accrued liabilities, allowing for future pay increases
for members in service.The difference is spread over a 15
year term.

(5) The market value of the Fund’s assets at the valuation date
was £716.3 million and represented 106.8 per cent of the
Fund’s accrued liabilities, allowing for future pay increases.

(6) The contribution rates were calculated using the projected unit actuarial method and
the main actuarial assumptions were as follows:

* Plus salary scale to allow for incremental increases for certain employees in addition to
general allowance for earnings growth.

(7) A further actuarial valuation is being carried out with an effective date of 31st March,
2004. As a result the contribution rates payable by the employers will be revised with
effect from 1st April, 2005.

Stephen Jacquest
Fellow of the Institute of Actuaries
July, 2004

Percentage of Pensionable Pay per annum

2002/03 2003/04 
and onwards

Carmarthenshire County Council 9.9 9.9

Ceredigion County Council 8.0 8.0

Pembrokeshire County Council 8.0 7.8

For Past Service For Future 
liabilities Service 

liabilities

Rate of return on 5.6% per annum 6.5% per annum
investments:

Rate of general pay 3.8% per annum 4.0% per annum
increases: *

Rate of increase 2.3% per annum 2.5% per annum
in prices:
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Market Value of the Fund
(figures as at 31st March for each year)

£m

1987 196

1988 167

1989 212

1990 217

1991 221

1992 249

1993 319

1994 374
1995 375
1996 453
1997 506
1998 637
1999 694
2000 758
2001 716
2002 723
2003 615
2004 761

Holding £000’s

1. BP 21,712

2.Vodafone 19,783

3. HSBC 18,668

4. Glaxosmithkline 18,220

5. Shell 11,832

6. Barclays 11,040

7. HB 10,344

8. Royal Bank of  Scotland 10,140

9. Astrazeneca 7,341

10. BT 7,173

Top Ten Equity Holdings as at 31st March 2004
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employing bodies contribution rates, contributions receivable and benefits payable 2003/04

Membership Statistics

31.03.03 31.03.04
Contributors 14,358 15,823
Deferred Pensioners 3,691 3,942
Pensioners 6,939 7,065

Total 24,988 26,830

5. appendices
TotalContributions Benefits

Contribution Receivable Payable 
Rate % £’000 £’000

Major Employers

Ceredigion County Council 8.0 4,726 3,174
Carmarthenshire County Council 9.9 15,400 12,285
Pembrokeshire County Council 7.8 6,463 5,346
Pembrokeshire College 7.0 304 46
Ceredigion College 8.2 109 49
Coleg Sir Gar 9.4 630 189
Mid and West Wales Fire Authority 11.0 583 32
Pembrokeshire Coast National Park 9.2 335 228
Dyfed Powys Magistrates Court Committee 12.5 345 116
Dyfed Probation Service 14.0 562 103
Dyfed - Powys Police Authority 9.0 1,465 697

30,922 22,265

Other Scheduled Bodies

West Wales Valuation Tribunal 2.1 10 12
Haverfordwest Town Council 6.9 6 9
Carmarthen Town Council 10.5 19 45
Llanelli Town Council 6.7 15 30
Llanelli Rural Council 10.9 63 58
Tenby Town Council 4.0 1 17
Llanelli  Burial Board 8.1 11 8
Llangennech Community Council 10.0 2 0
Gorslas Community Council 18.0 2 4
Llanarthney Community Council 20.0 0 0
Kidwelly Town Council 14.7 3 5
Pembrey and Burry Port Town Council 12.2 11 0
Llannon Community Council 17.4 10 0   
Milford Haven Town Council 20.0 6 7

159 195

Admitted Bodies
Welsh Books Council 7.2 110 28
Trinity College Carmarthen 11.9 317 190
Haverfordwest Swimming Pool Committee 0 2 10
Carmarthenshire Federation of Young 4.4 3 0

Farmers Clubs
Cardigan Swimming Pool Trust 0 1 0
Prism 9.6 47 0
University College of Wales 13.8 65 86
Coomb Cheshire Home 10.4 3 8
Narberth & District Community and 12.7 12 2

Sports Association
Iaith Cyf 9.0 42 5
West Wales Action for Mental Health 14.9 35 10
Aberystwyth Town Council 21.5 8 3
West Wales Careers 12.0 929 167
Carmarthen Family Centre 7.9 5 0
South Pembrokeshire Action for Rural 10.8 59 0
Communities (SPARC/PLANED)
Ceredigion Association for 8.5 28 5
Voluntary Services
Carmarthenshire Assoc. for Voluntary Services 8.7 21 0
Pembrokeshire Assoc. for Voluntary Services 9.1 41 0
Voluntary Services
Mentrau Iaith Myrddin 9.9 87 0

(Including Menter Cwm Gwendraeth)                 
Cartrefi Cymru 10.5 9 0
Other 171 10,498

1995 11,012

Other Interested Bodies with
No Pensionable Employees

It has been assumed that for these bodies with no pensionable
employees, the proportion of pension increases stated below will
continue to be recharged.

Proportion to be recharged
%

Milford Haven Town Council 100
Crown Prosecution Service 100
Department of Social Security 100
Welsh Water Authority 100

design and print cit brace harvatt: 01437 772200
cover design:  emyr tillman - pension section



Actuary
An independent consultant who advises on the viability of the Fund. Every three years the
actuary reviews the assets and liabilities of the Fund and reports to the County Council as
administering authority on the financial position and the recommended employers contribution
rates. This is known as the actuarial valuation.

Benchmark Return
The aim of the Fund Manager is to outperform the Benchmark return by 1%.The benchmark
return is the return that would be achieved if the Fund Manager had not deviated from the
weightings of each asset class given to them by the Investment Panel, and had achieved returns
in each of these asset classes consistent with the average return of all Local Authority Funds
for that class.The Benchmark weightings of asset classes is outlined within the Statement of
Investment Principles.

Equities
Ordinary shares in UK and overseas companies traded on a recognised stock exchange.
Shareholders have an interest in the profits of the company and are normally entitled to vote
at shareholders’ meetings.

Fixed Interest Securities
Investments in mainly government stocks, which guarantee a fixed rate of interest. The
securities represent loans which are repayable at a stated future date but which can be traded
on the Stock Exchange in the meantime.

Market Indicators
(i) The movement in Stock market are monitored continuously by means of an Index made up of the current prices of a

representative sample of stock.
(ii) Change in the rates at which currencies can be exchanged.

Market Value
The price at which an investment can be sold at a given date.

Portfolio
A collective term for all the investments held in a fund, market or sector.

Preserved Benefits
The pension benefit payable from normal retirement age to a member of the Fund who has ceased to contribute as a result of
leaving employment or opting out of the Pension scheme before normal retirement age.

Relative Return 
Relative return is the ratio of the return achieved by the portfolio and that achieved by its chosen benchmark. Relative return is
used in preference to 'difference' in return because it enables returns to be compounded over time.
If a portfolio returns 25% and the benchmark 20%, the'relative' return is; [(1.25/1.20)-1] x 100 = 4.2% 

Return
The total gain from holding an investment over a given period, including income and increase (decrease) in market value.

Transfer Value
Payments made between funds when contributors leave service with one employer and decide to take the value of their
contributions to their new fund.

Unrealised Increase/(Decrease) in Market Value.The increase/(decrease) in market value, since the
purchase date, of those investments held at the year end.

glossary of terms

pension fund panel
The Panel decides on strategic policy as well as reviewing performance, monitoring the investment function and dealing with Administration issues.

investment and accountancy team
This team deal with all accountancy matters; prepare the statement of accounts and annual report.This team also monitor and record investment transactions.

pension administration team
This team deal with all issues concerning; membership, service, payments and website maintenance as well as acting as the main contact point for employers.

Cllr.Wyn Evans Cllr. Martin Morris Cllr. Mrs Sian E Thomas Cllr. Clive Scourfield
Chairman of the Pension Fund Panel Pension Fund Panel Member Pension Fund Panel Member Substitute Pension Fund Panel Member

Steven Flather FCCA, FMAAT Clive Evans  MAAT Suzanne Jordan John James 
Group Accountant - Technical Treasury Management Assistant Technical Assistant Accounts Technician

Kevin Gerard MIPPM Dip Martin Morgan MIPPM Dip Keri Bowen MIPPM Dip Neil Richards MIPPM Dip
Senior Team Leader - Pensions Administration Team Leader -  Transfers & Pensions Payroll Team Leader - Benefits Systems Administrator
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