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Commencing
Employment

We provide you...

...with a pension based
on your Final Pay,
governed by statute with
payment of benefits
guaranteed by law.

...with Life Cover from
when you join, with a
lump-sum of two years’
pay if you die in service.



I am pleased to be able to report another year of
progress for the Dyfed Pension Fund.

The Fund has continued to grow it’s assets - standing at
£1,104m as at 31 March 2007. This is despite significantly
lower investment returns than in previous years due to
more difficult market conditions. It has therefore been a
year of consolidation hopefully providing the foundations
for more success during 2007/08 and beyond.

The actuarial valuation of the Fund as at 31 March 2007 is
well underway. The final figures will not be available until
later in the year but the indications are that the funding
level will improve taking us closer to our target level of
100% solvency. My fellow panel members and I will be
very pleased with this outcome.

As far as the administration of
the Local Government Pension
Scheme is concerned we now
know that the “new look”
scheme will be in place by 1
April 2008. All along the
government has emphasised
that the long term policy
objective for the scheme
reforms should be affordable,
viable and fair to the
taxpayers. Further details are
set out later in this report and
there is much work still to be
done to ensure that everything
is in place by this date.

The management of the Fund has seen more changes
during the past few months. Last year I said how fortunate
we had been to have Steven Flather and Stephen Lee to
take up key roles for the Dyfed Pension Fund. Both have
now moved on but we have been delighted to recruit the
services of Anthony Parnell to replace Steven Flather as

Treasury & Pension Investments Manager and Ian Davidson
to replace Stephen Lee as Client Director for the Fund.
Anthony joined Carmarthenshire County Council from
Pembrokeshire County Council and Ian has been with
Barclays Global Investors (BGI) for several years.

It is of course most reassuring that alongside these
changes we have the benefit of stability in other aspects of
the Fund’s management. We have retained our long
standing relationship with BGI who continue to be led by
Lindsay Tomlinson whose relationship with the Fund
stretches back many years. We also continue to benefit
from the invaluable support we receive from Eric Lambert,
the Fund’s adviser.

I am confident that this mix of new talent with the proven
expertise of our fund manager and adviser will serve the
Fund well for the future.

Chairman’s Foreword
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Cllr. Wyn Evans
Chairman of the
Pension Fund Panel
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Value of Assets
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2007 1,104
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As the Chairman has indicated in his foreword,
following decisions taken over recent months
regarding the future of the Local Government
Pension Scheme(LGPS), 2007/08 will be a very busy
year with much work to be done on the
implementation of the ‘new look’ scheme. In addition
we will have to implement the findings of the
triennial actuarial valuation and we will of course
continue to monitor the investment performance of
the Fund very closely. I will return to these subjects a
little later but would like to begin this introduction
with some comments about the governance of the
Dyfed Pension Fund.

As required by regulations, the Panel approved and
published a Governance Policy Statement during March
2006. Subsequently at the end of January 2007, the
Department of Communities and Local Government
consulted on proposals that will require administering
authorities to prepare written statements setting out
details of their governance arrangements and the extent to
which they comply with guidance to be given by the
Secretary of State. This guidance has yet to be issued and
it therefore remains to be seen what level of compliance
will be achieved by the Fund.

It goes without saying that the Dyfed Pension Fund shares
the Government’s desire to ensure that the highest
standards are achieved and maintained in the governance
arrangements for local authority pension funds. The LGPS
is a national scheme administered locally and the ‘local’
element of the administration of the scheme has worked
exceptionally well for this Fund.

I therefore welcome the Government’s stated intention to
deal with this issue with a ‘light touch’ adopting a comply
or explain approach. Such an approach is, in my view,
certainly preferable to a prescriptive approach based on a
blueprint which is then applied universally and without due
regard to local circumstances.

The Dyfed Pension Fund Panel members and I share the
view that the governance arrangements for any individual
fund should be measured by the performance of the fund
(i.e. investment returns, funding level and the level of
employers’ contributions) and by the local arrangements
for involving the Fund’s stakeholders in its governance. The
level of this involvement may vary considerably from fund
to fund – the crucial point being that the various

stakeholders should be content with the performance of
the fund and the nature and level of their involvement.
The governance of the Dyfed Pension Fund is primarily in
the hands of Carmarthenshire County Council. All detailed
discussions with the Fund’s investment manager and all
subsequent investment management decisions are made
by a small panel of Carmarthenshire County Council
members supported by the Fund’s officers and advisers.
This approach is bolstered by regular meetings and
discussions with other major stakeholders and by an
annual consultative meeting open to all employing bodies,
trades unions and pensioner representatives. In addition
the Fund publishes an annual report and sends an annual
newsletter to all active members and pensioners of the
Fund. This approach, which is not universally applied in
other funds, is supported by all parties and has worked
very well as evidenced by the Fund’s investment
performance, by its good funding level and by the
relatively low level of employers’ contributions required.
We will of course continue to monitor our performance
closely and keep our governance arrangements under
review.

Returning to the question of investment returns, these
were significantly lower than in recent years during
2006/07. Indeed, taken in isolation, it was a somewhat
disappointing year. In addition to the lower returns offered
by most markets, as explained later in the Investment
Report, the performance of the Dyfed Pension Fund when
compared with its performance benchmark and the
performance of the average local authority fund, did not
match its achievement of recent years. However, it must
never be forgotten that pension fund investment is a long
term business and the Fund’s long term performance
remains strong.
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Again as the Chairman has said, we have retained solid
foundations which we believe will provide the basis for
more success during 2007/08 and beyond. It is in the
nature of pension fund investment that there will be
fluctuations in performance from year to year and this only
serves to prompt us as managers of the Fund to remain
vigilant and to continually seek improvements in
performance. In this context we have for many years taken
the decision not to invest in property and despite this the
Fund has achieved excellent results over the longer term. It
is nevertheless clear that property has been one of the best
performing sectors over the longer term and was indeed a
strong performer during 2006/07. The Panel will therefore
give further thought to its asset allocation strategy in general
and its approach to property investment in particular.

I also referred above to the ongoing review of the LGPS by
the Department of Communities and Local Government.
This process has continued during 2006/07 and is covered
in more detail in the Fund Administration section of this
report. The so called Rule of 85 has finally been removed
for new entrants to the scheme from 1st October 2006,
but even as I write Whitehall continues to consult on
mechanisms to be employed in the implementation of
the Review.

It remains to be seen what further changes there will be in
the years ahead. Personally, I look forward to the debate to
be held on the issue of future cost sharing arrangements
for the scheme.

In conclusion it is clear that the management of local
authority pension funds remains as stimulating and
challenging as ever. Fortunately the Dyfed Pension Fund
continues to be served by a dedicated Panel supported by
an equally dedicated team of officers, advisers and
investment managers. I welcome this opportunity to record
my thanks to them all.

Mr Roger Jones
BSc Econ (Hons) CPFA,
Director of Resources
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Your Family

We provide your...

...Widow’s, Widower’s
and Civil Partner’s
pensions giving you
peace of mind in
knowing that should the
unforeseen happen your
loved ones will be taken
care of.



Fund Investment Performance

Pension fund investment is a long term business. The
long term performance of the Dyfed Pension Fund
has been excellent. Over both 5 and 10 years the
Fund has outperformed both the average local
authority fund (known as the peer group
comparison) and the more specific, individual
benchmark which has been set by the Fund.

Over 10 years the Dyfed Pension Fund has outperformed its
specific benchmark by 0.5% per annum and outperformed
the average local authority fund by 0.7% per annum. This
represents a very significant achievement for a Fund which is
now valued at more than £1.1billion. Closer analysis of the
figures reveals that the performance has been generated by
the stock selection skills of our long-standing manager BGI.
Whether we compare the Fund with its specific benchmark
or with the average local authority fund over the 10 year
period the impact of asset allocation decisions (choice of
markets) has been much less significant than the selection of
individual stocks. The same is true, albeit to a lesser degree,
over the 5 year period.

There has however been a discernible movement in the
position when we examine the Fund’s performance over
more recent years. The Fund has continued to outperform
its specific benchmark over the past three years but only by
0.2% per annum compared with its target figure of 0.7%
out performance. Moreover when compared with the local
authority average the Fund has underperformed by 1.1%
per annum. It is interesting to note that even over this
three year period there has been a positive contribution
from stock selection (+0.1%) when comparing with other
local authorities, the underperformance coming entirely
from the Fund’s asset allocation strategy (-1.2%).

2006/07 was again a good year for investment with the
Fund achieving a return of just under 7%. It was however
a disappointing year as far as relative performance was
concerned with the Fund failing to meet its individual
target (underperforming by 0.5%) and in addition
underperforming the peer group by 1.6%. These single
year figures have of course been reflected in the three year
figures quoted above.

The Fund only reviewed its asset allocation during 2005/06
and it is therefore probably too soon to review this again.
However there are clearly some issues which the Panel will
need to consider during 2007/08 with regard to the Fund’s
asset allocation strategy, such as the consideration of
additional other investments. The chart below illustrates
the difference between the asset allocations of the Dyfed
Pension Fund and the average local authority fund in 2006/07.

Fund Investment Report
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2007 Actuarial Valuation

The Fund will be actuarially valued as at 31st March 2007.
Investment returns since the last valuation in 2004 have
been higher than anticipated but the benefit of these
higher returns will be offset by the improved life
expectancy of beneficiaries. At the last valuation the
market value of the Fund’s assets was 88.5 per cent of the
Fund’s accrued liabilities (i.e. the Fund was 88.5% funded,
and in the long term would seek to be 100% funded). It
remains to be seen how these factors will interact when
the actuary completes the valuation and in particular how
the funding level will be affected and the extent to which
the Funding Strategy Statement will need to be reviewed.

Member Training

The complexities of pension fund management seem to
increase with each year that passes. As indicated above,
there are always new challenges to be met. It is therefore
important for members to participate fully in the training
opportunities that are made available. The Fund’s
investment manager, BGI, is extremely supportive in this
regard and provides training sessions for the panel
members. In addition the members regularly attend
seminars and conferences offered by NAPF, LAPFF, LGC
and other investment managers.

The Pension Fund Panel consists of:
Cllr Wyn Evans – Chairman of Panel
Cllr Martin Morris
Cllr Sian Thomas MA, MEd
The substitute member is Cllr Clive Scourfield

The following Officers from Carmarthenshire County
Council also attend Panel meetings as advisers:
Mr Roger Jones, BSc (Hons) Econ, CPFA – Director of
Resources
Mr Chris Moore, FCCA – Head of Financial Services
Mr Anthony Parnell, FCCA – Treasury and Pension
Investments Manager
Mr David Lewis, MIPPM – Exchequer Services
Manager

The Independent Adviser to the Fund is:
Mr Eric Lambert
Mr Lambert 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
Institutional Financial Services (HSBC) – Custodian
Eversheds – Legal Advisers

Also involved with the Fund are:
Mercers Human Resource Consulting Limited –
Actuary
Wales Audit Office – External Auditor

Fund Investment Report
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Your Children

We provide you...

...with peace of mind in
knowing that those
dependant upon you will
be provided for through
payment of children’s and
dependant’s benefits in
the event of your death.



DYFED PENSION FUND

Annual report comment from Barclays Global
Investors (BGI)

Review period: 1 April 2006 to 31 March 2007

Throughout the year, financial markets have
performed well. The Dyfed Pension Fund has
continued to make good progress. Whilst its liabilities
will also have continued to grow, all concerned
should be reassured that the promised benefits are
secured by such a substantial fund.

We at Barclays Global Investors are very pleased to have
been part of the team responsible for the Dyfed Pension
Fund for many years. As I indicated last year, managing
pension funds is a long term enterprise. It happens
that the following year has not been one of our best.
Although the majority of the investment strategies have
continued to perform well, our UK equity investments have
been disappointing. The long term performance of these

assets has been excellent and we are confident that
we will be able to address their shorter term
underperformance. The overall governance of the Fund
has, as previously, been exemplary. It is a great personal
pleasure to have been associated with the fund for almost
20 years and I thank the Panel for the trust they have
placed in us.
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Introduction

Welcome to the annual report from BGI, covering the
year to 31 March 2007. In this report we bring
together an overview of your scheme’s performance,
look at some of the main events in markets around
the world, summarise the work we have undertaken
jointly over the period, and look at a theme that we
expect to continue attracting interest from pension
scheme investors.

In terms of the major investment themes, stock markets
around the world continued to deliver positive returns.
With momentum having been built up in 2006, the
progress continued in 2007, although it has been a more
volatile year so far. European markets have been
particularly strong, driven by positive economic news and
high levels of mergers and acquisitions activity.

Against a backdrop of higher interest rates, sterling has
appreciated strongly versus the US dollar and Japanese yen
in particular. Fluctuations of this magnitude highlight the
benefits of hedging currency exposures that arise when
investments are made into international markets. The chart
above shows the returns delivered by a range of equity
indices, in local currency terms and in sterling. The positive
returns from the US and Japanese markets are entirely
eroded by sterling’s advance, which actually results in loss
on ‘unhedged’ US and Japanese equity investments.

Fixed income markets faired less well over the year under
review. Indeed, the 2006 calendar year was a dismal period
for the asset class as most bond markets generated lower
returns than investments in cash. For example, the US
market returned 3.09%, versus the official Federal Funds
rate of 5.25%.

Over the past five years or so, the fundamental
characteristics of fixed income markets have changed
significantly. The prevailing climate is now one of
structurally lower yields and reduced volatility. This
environment looks set to endure for some time to come,
and has been the case in the markets that make up the
euro zone, Japan and the UK. The reasons behind this shift
have not always been entirely common across all markets,
but one factor that has been especially important is a
general reduction in inflation around the world.

Changes to the portfolio

There were no changes to portfolio strategy in the year
2006/07 and the strategy implemented in January 2006
remains in force.

On the portfolio management side, BGI continues to
manage the Dyfed Pension Fund using the same vehicles
as before, with the exception of the tactical asset
allocation overlay. In February 2007, BGI closed the Ascent
Asset Allocation Fund and replaced it with Global Ascent
Ltd. The latter incorporates the four existing strategies
employed in the Ascent Asset Allocation Fund, plus three
new uncorrelated strategies, giving exposure to
commodities, emerging currency and cross-industry views.
Through increased diversification, Global Ascent Ltd has a
more efficient risk/return profile than the Ascent Asset
Allocation Fund.

The Dyfed Pension Fund holds Global Ascent (Sterling) Ltd,
which has a lower performance target than the Ascent
Asset Allocation Fund. In order to retain the expected
performance impact at the total portfolio level, BGI has
been asked to maintain the Global Ascent (Sterling) Ltd
holding at approximately 1.33%.

FTSE Total Return Over 12 Months to 31 March 2007

Annual Report and Accounts 2006 - 2007 13

Fund Manager’s Report
- Performance

-10% -5% 0% 5% 10% 15% 20%

Europe ex UK

FTSE World

US

All-share

Japan

Sterling Local Currency

(Source: DataStream)



Annual performance summary

Investment performance over the year to 31 March 2007
has been mixed, leading to a marginal performance
shortfall of 0.5% relative to the WM Local Authority
Universe.

BGI’s international equity performance was particularly
noteworthy, with the total overseas portfolio beating the
average by 1.4%. Within overseas equities, the strongest
relative performance came from emerging markets at
3.3% above the average. On the other hand, Japanese
equities lagged the average by 0.3%.

BGI has experienced some weakness in UK equities over
the year, evidenced by a return of 8.0% as opposed to the
WM average of 10.7%. This shortfall stems from
particularly difficult market conditions, especially over the
first quarter of 2007 in which the market as a whole
ignored investment fundamentals. This resulted in a
general overvaluation of the market, especially in the mid
250 sector.

Particular themes we see as driving the market include
speculation over private equity deals (such as Unilever,

Morrison, Forth Ports and Whitbread), investors
overlooking earnings as a guide to quality and the
shunning of relative value measures following previous
positive performance. BGI’s quantitative process has
difficulty adding value when markets behave in ways that
ignore the fundamentals of what is, and what is not, a
good company.

The fixed interest portfolio has seen strong returns in
corporate bonds and gilts, where the BGI funds have both
beaten the WM average. In index-linked gilts,
performance was marginally behind the average but at a
bond portfolio composite level, performance is ahead of
the average.

Finally, the combined performance of the Ascent Asset
Allocation Fund and Global Ascent Ltd was very strong
over the year, adding significant value above the cash
benchmark.

Market & economic review

Following a positive start to the year under review,
developed and emerging stock markets declined sharply in
May 2006. During this general decline, the US stock

Annual Report and Accounts 2006 - 200714

Name of fund
Benchmark

allocation (%) Range (%)

UK equities 39.00 +/- 1.50

Total overseas equities 30.00 +/- 1.50

North American equities 10.00 +/- 5.00
Ascent Life US Equities 9.40

Aquila Life Canada 0.60

Ascent Life Japan 3.50 0.00 – 8.50
Ascent Life Europe 10.00 +/- 5.00

Ascent Life Pacific Rim 3.25 0.00 – 8.25
Aquila Emerging Markets 3.25 0.00 – 8.25

Fixed income 30.00 +/- 1.50

BGI Ascent UK All Stocks Corporate Bond Fund 9.00 +/- 5.00

Ascent Life Gilt Fund 6.00 +/- 5.00

Segregated Index-Linked Bonds 15.00 +/- 5.00

Cash 1.00 0 – 10%

Global Ascent (Sterling) Ltd 1.00

TOTAL 100.00

BGI’s mandate is set out in the following table:

Fund Manager’s Report
- Performance



market proved to be a relatively defensive home for
investments. This reflected the somewhat weaker
performance of this market in the preceding months.
Japanese equities were particularly volatile over this period,
selling off sharply from the middle of May, before
recovering a little ground later in June 2006. Investor
sentiment was knocked by uncertainty over the interest
rate outlook in the US and China. Meanwhile, UK bond
yields increased steadily as bond prices declined. This
reflected expectations that the Bank of England’s next
move on interest rates would be an increase, consistent
with the other major global economies.

As we moved through the review period, it became
increasingly evident that the international economy was
weakening, with more advanced slowdowns apparent in
the US and Japan. However, conditions in continental
Europe remained noticeably more buoyant but the region
was expected to see its growth rate moderate. Against this
backdrop, government bonds produced positive returns
with corporate bonds also delivering a stronger
performance. At this stage, market commentators pointed
to a number of forces that were seen as being behind the
weaker global environment. These included cooling
housing markets and construction sectors, for example in
the US, as well as slowing investment in China and less
buoyant global commodity markets.

Nevertheless, the final few months of 2006 saw equity
markets around the world supported by solid economic
indicators, strong company results in the US, and
continuing mergers and acquisitions activity. European
equities in particular continued to surge ahead, while the
US market delivered a strong performance as it was led
higher by cyclical sectors. Emerging markets performed
extremely well during the fourth quarter of 2006. All the
major markets in Latin America performed strongly, while
China was especially strong in Asia as this region’s markets
delivered impressive gains.

During the first few months of 2007, we witnessed some
significant swings in investor sentiment. Confidence and
equity market gains early in 2007 were soon replaced by
concerns over unsettling headlines about the state of the
US ‘sub-prime’ mortgage market in particular, as well as
the US housing sector more generally. Developments in the
US remained a focus for investors as the first quarter of
2007 unfolded, as the economic outlook continued to
appear relatively mixed. Emerging markets, when taken as

a whole, enjoyed a positive quarter but there were wide
differences between markets.

The UK Monetary Policy Committee surprised the market
by raising interest rates by 0.25% to 5.25% in January
2007, as inflation accelerated faster than expected. Bond
yields across all maturities rose by over 0.20% in the first
quarter of 2007, resulting in UK government bonds
producing negative absolute returns. Non-government
bonds outperformed UK government issues during this
period quarter.

Since the end of the year under review, the international
economy has remained relatively buoyant. Companies in
the UK and Europe appear to be in a position of strength,
while they are recovering in the US. However, consumers
are becoming less active against a background of higher
interest rates, which are still increasing in Europe. Several
housing markets, including the US and parts of Europe,
appeared to be in decline during recent months, and other
markets may also weaken. As we look ahead, this theme
may well have negative implications for consumer
spending and economies around the world.

Contact over the year

Over the review period, BGI and the Panel met four times
for formal performance reviews and member training. The
majority of meetings took place in BGI’s offices in London
although naturally, the annual meeting and presentation to
participating employers took place in Carmarthen.

Looking ahead

In the world of residential property, ‘location, location,
location’ remains an ever-popular maxim. In the realm of
pension fund investments, ‘diversify, diversify, diversify’ is
every bit as relevant and topical.

Many investment schemes have traditionally relied on
equities, and often domestic equities, to provide most of
their returns. The problem with this approach is that it fails
to take advantage of other sources of potential returns.
Investments in commodities, property, infrastructure,
various forms of credit and private equity can all be
appealing in their own right, but more importantly they
can act as diversifiers in a broad-based portfolio.
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Diversified portfolios tap into more disparate sources of
return. In doing so, they achieve a better balance between
and across the different return drivers. These drivers can be
grouped into four key areas:

1. Credit - lending capital to an entity, with interest
charged to compensate for the loss of use of the money
and the risk it might not be repaid

2. Equity – lending capital to a company with a
speculative, wealth-creating motive

3. Input to production – a factor of production other than
capital used in the creation of economic wealth (for
example, raw materials and/or land)

4. Illiquidity – the return garnered from tying up capital
over extended periods

Differing degrees of exposure to these return drivers result
in asset classes reacting differently to economic news. A
truly diverse portfolio taps into these differing
characteristics to offer the prospect of a ‘smoother’ pattern
of returns through time. The result is a portfolio that offers
higher potential returns for a given level of risk.

Many investors are looking for this type of broader
exposure to different asset classes but implementing such a
strategy is not always a simple task. It can be time-
consuming, complex and difficult to quantify and access a
diverse range of investment markets, while timing
investments correctly also brings many challenges.
Nevertheless, the benefits in terms of risk and return speak
for themselves and make pursuing a more diversified
strategy a worthwhile undertaking for many investors.

Mr Lindsay Tomlinson OBE
Vice-Chairman BGI Europe
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We provide you...

...with immediate
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Local Authority Funds

In the year to March 2007, the average local
authority pension fund posted a return of almost 7%,
a fourth consecutive positive annual return.

Domestic equities and property produced the best results
during the year, with international equity returns
dampened by the continued strength of Sterling,
appreciating by 12% against both the US Dollar and Yen.

Bond returns were again much more pedestrian. UK
conventional gilts in aggregate returned just under 1%
with index-linked faring slightly better at around 3%.
Overseas bonds produced a negative return impacted
hugely by the weakness in the US Dollar.

The asset profile of the average local authority fund
changed little during the year, with funds remaining heavily
equity oriented. The shift from UK to international equities
continued, and at 54% at the end of March, the domestic
equity proportion is the lowest ever recorded. In terms of
cash flow, monies were taken out of UK equities in favour
of overseas equities and bonds, mainly a result of portfolio
re-balancing in line with benchmarks.

Strong medium term performance has largely offset the
bear markets of 2000 – 2002. The ten and twenty year
returns are strongly positive, running at between 5-6%
p.a. ahead of price inflation. As with the immediate short
term, returns have been driven by UK equities and
property.

Once again, it is worth reminding ourselves that the issues
facing UK pension funds are not a result of poor asset
performance, but the fact that the cost of funding the
liabilities has grown at a faster pace due to markedly
increased longevity and very low bond yields.
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Dyfed Pension Fund

Returns

The Fund posted a 0.5% underperformance in the latest
year, the first sub benchmark return in seven years.

With the Fund continuing to remain closely aligned with
the strategic asset mix, it was investment selection that
proved costly in 2006/2007, with underperformance in UK
equities of most significance.

The Fund exceeds its benchmark over the latest three year
annualised period, but falls short of the target set by
the Panel.

Longer term results however are still very good and over
ten years, the Fund betters its benchmark by a valuable
0.5% per annum.

Compared with other local authorities, the Fund ranks in
the bottom quarter of returns in the latest year, a result
arising from the high strategic weighting in index-linked
gilts and avoidance of property.

These strategic differences have little impact longer term
where over ten years, the Fund ranks comfortably in the
top ten percent.

Risk

In order to generate excess return, a fund needs to deviate
from its benchmark either by positioning the assets
differently or by picking different securities. This deviation
from benchmark gives rise to volatility, or relative risk.

The level of relative risk exhibited by the Dyfed Pension
Fund has remained stable and low over time.

Almost all of the relative risk in the Fund is generated from
investment selection and in particular, from domestic
equities. This profile is a familiar one, and is consistent
with the investment strategy.

In the latest review period (three years to end March 2007)
relative risk has generated a positive excess return
although, due to the disappointing latest year result, this is
lower than in recent years.

Mr David Cullinan
Business Unit Head -
Performance Consultancy,
WM Performance Services
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In last year’s report I gave an update on the revised
strategy of the Dyfed Pension Fund, which was
implemented at the beginning of 2006. This strategy
encompassed a modest increase in equity exposure at
the expense of bonds, and therefore represented a
slight increase in risk for which it was anticipated
there would be a compensating slight increase in
return. I am pleased to report, although it is still early
days in the life of a strategic benchmark, that this
additional return has materialised. Equities have
continued to give strong returns while bonds stalled
and subsequently faltered and so the new strategy
has added modest value since its inception.

I also wrote last year that the Panel would investigate
whether the Fund should passively hedge those overseas
currencies it was exposed to, as a by-product of the
strategic benchmark. To recap, the strategic benchmark
dictates an exposure to non-UK equities of 30%, split
between 5 regions (North America, Continental Europe,
Japan, Pacific ex Japan and Emerging Markets). The
currency exposures (to US Dollar, Euro, Yen etc) follow
these equity allocations, with the most significant
exposures to US Dollar and Euro. The returns the Fund
achieves from these overseas equity regions will be
impacted – either positively or negatively – by the change
in these currencies values relative to Sterling. So, for
example, in 2006 the return achieved by the Fund in US
equities was reduced by about 12% as the US Dollar
weakened against Sterling by this amount. Great for
holidaying in the US, but not so good for the pension fund!

In the long term we expect these movements to ‘wash out’
and the Fund neither to gain nor lose, but in the short
term overseas currency movements against Sterling can
have a significant impact on achieved investment returns.
The additional volatility of these overseas returns because
of currency can be neutralised by passive hedging –
effectively an arrangement of buying and selling currencies
in the future which effectively offsets the currency impact
on the equities returns.

The Panel, following representations from BGI, considered
this possible policy but ultimately rejected it. When we
considered the proposal in detail, the Panel decided there
was insufficient ‘gain’ (a relatively small dampening in the
volatility of asset values versus liabilities and so a slight
reduction in risk) for the ‘cost’ (over £100,000 per annum)
involved. However, to assist future reviews, the Panel has
asked for ongoing monitoring of the impact such passive
currency hedging would have on fund asset returns.
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Also during the year, the Panel agreed to BGI’s request to
consolidate the ‘Ascent Asset Allocation’ (AAA) fund into
the ‘Global Ascent Limited’ (GAL) fund. This fund, to
which the Panel limits the exposure to around 1%, offers
returns based on BGI’s skill at choosing assets, markets and
currencies on a tactical basis. Importantly these returns
reduce the Fund’s overall risk as they are not correlated
with the mainstream (equities and bonds) asset returns and
so provide diversification. Risk diversification is a very smart
technical investment term for a rather mundane, and
obvious, principle of not putting all one’s (investment) eggs
in one basket. The new fund encompasses a broader
range of tactical opportunities and BGI anticipate being
able to deliver their targeted returns, with greater
consistency and less volatility. The Dyfed Pension Fund
Panel accepted that the new fund’s returns would likely be
slightly lower than previous but the benefits outweighed
this disadvantage, especially once a lower annual fee was
taken into account and robust negotiations on any costs of
transfer were successfully concluded.

During the year the Panel commissioned a Total Fund
Evaluation from WM during the period, so they can judge
the risks being run by the fund (in terms of investment
strategy, active manager risks and the total fund) and the
rewards achieved for these risks, split similarly across the
various activities. I intend to include my interpretation of
this very important evaluation in a future report.

I continue to be impressed with the Panel’s sense of
fiduciary duty and the energy and time they devote to
training and education, including attending seminars and
conferences, which allow them to make informed
decisions. In an ever increasingly complex investment
world, this is no mean task.

Mr Eric Lambert
Independent Adviser and
Head of Customer Consultancy,
WM State Street
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Leaving Before
Retirement

We provide you...

...with the flexibility to
leave your preserved
benefit with us should
you choose to leave prior
to retirement, safe in the
knowledge that the
benefits increase in line
with the cost of living.



Introduction

The Dyfed Pension Fund is governed by Regulations
issued by the Department for Communities and Local
Government (DCLG). Under the provisions of the
Local Government Pension Scheme (Local
Government Reorganisation in Wales) Regulation
1995, the administering authority function was
transferred to Carmarthenshire County Council. While
employee contributions and benefits payable are set
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 Dependent's benefits are payable.

• Death after retirement - Spouse's Pension, Dependents
Pensions and in certain circumstances 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 Cash Lump Sum, usually
payable at Normal Retirement Age.

• Additional contributions may be paid to increase
pension benefits.

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 by 3.6% from the 9th April, 2007
and represents the percentage rise in the Retail Price Index
(RPI) for the 12 month period to September, 2006.
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.

The Legislative Year

The year started with the introduction of the Finance Act
where related matters were specifically covered within last
year's Annual Report and other Newsletters issued.
During the summer 2006, the Department for
Communities and Local Government (DCLG) issued for
consultation, a policy document, which included a number
of costed options together with a range of associated
issues to assist in the formulation and development of a
new-look LGPS Scheme from 1st April 2008.

From 1st October, legislation was introduced formally
removing the 85-year rule from the LGPS. Whilst this
provision was removed following advice by Government
that its retention would breach age discrimination
legislation (also effective from 1st October 2006),
protection was afforded as follows:

• All Scheme members at 30th September 2006 would
have service protection under the 85-year rule provisions
until 31st March 2008;

• Transitional protections were afforded to individuals who
would meet the 85-year rule provisions and attain age
60 by 31st March 2016;

• Tapered protection was also afforded to individuals who
would meet the 85-year rule provisions and attain age
60 between 1st April 2016 and 31st March 2020.

Though the Trade Unions failed with its Judicial Review
proceedings in this regard, further amendments may be
issued with DCLG presently consulting on extending full
protection to 2020 (mirroring the agreement in force for
the LGPS in Scotland. This matter is presently subject to
consultation, with responses required by 1st October 2007.

Having previously been subject to consultation, DCLG
issued amending regulations (relating to compensation
provisions) on 29th November 2006 which had
retrospective effect to 1st October 2006. These changes
removed the former powers available to Employers to
award added years under the compensation provisions in
either a redundancy or efficiency of the service termination
and additionally removed the provision to award
compensation based on an age and service calculator to a
maximum of 66 weeks. These were replaced by a more
general provision where Employers could award a single
compensation payment in the event of a redundancy or
efficiency of the service termination to a maximum of 104
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Fund Administration

weeks. Individual employers would need to review and
publish their policies in this regard.

Whilst each of the above were significant issues for
consideration and application, an even more fundamental
review was progressing with consultation taking place on
proposals for a New-look LGPS Scheme for introduction by
1st April 2008. A broad consultation exercise was
conducted in the summer 2006 where 4 Scheme benefit
options were circulated for consideration. This was
followed by a formal consultation with draft regulations
issued in December 2006, covering Benefits, Membership
and Contributions. This specific consultation exercise
ended on 28th February 2007 with actual regulations
issued on 4th April, 2007 to come into effect from 1st
April 2008. This aspect is covered in further detail below
when 'looking forward' to what's on the horizon.

Your Pension Section

In addition to implementing legislative changes and
responding to consultation documents by set timelines
which included website updates, presentations to Fund
Employers and meetings with Trade Union representatives,
your Pension Section additionally:

• Continued with their internal staff training programme
where an additional staff member attained Foundation
status in Pensions Management. Alongside its training
for participating Fund Employers, this investment is
viewed as key for the effective delivery of pension
administration services in an ever changing regulation
environment and stakeholder expectations.

• In addition to the production and issue of Annual
Benefit Statements for Deferred (individuals who have
left the Scheme with a future entitlement to pension
benefits) Scheme members, these statements were
enhanced for active members by the inclusion of State
Pension Benefit projections (as provided by the
Department for Work and Pensions) which enable each
individual to have a rounded view of their projected
total pension entitlement/replacement retirement
income. The production of these Combined Benefit
Statements were issued ahead of internal targets.

• Continued with the 'Life Certificate' exercise aimed at
pension payments paid by cheque.

• Reintroduced a more detailed and personalised update
for each pensioner outlining the increase in pensions
arising from annual pension increase awards.

• Participated in the Audit Commission's - National Fraud
Initiative exercise where pensions data is submitted and
shared with other public bodies to ensure the best use
of public funds; that no pension continues in payment
to a deceased person and that occupational pension
income is declared by Housing Benefit claimants.

• Continued the engagement with colleague LGPS Fund
authorities in Wales to examine available partnership
opportunities and share best practice in Scheme
administration. As an example, with the Dyfed Pension
Fund taking the lead, Newsletters developed outlining
changes to Scheme rules were utilised by 5 of the other
7 Pension Funds in Wales and followed by the
development of the new style Annual Benefit
Statements. Colleague Funds who were able to address
the requirements for producing Combined Benefit
Statements, joined this year's exercise, while the
remainder intend following in due course.

• Through the FRS17 exercise ensured that each employer
who had to comply with these pension accounting
requirements received their results and disclosure needs
by their required account closure timescales.

A schedule of employers (as at 31st March 2007) who
either participate or have a relationship with the Dyfed
Pension Fund is attached to the Statement of Accounts
later in this report, with the volume of members within the
Fund given as:

24 Annual Report and Accounts 2006 - 2007

Membership Statistics 31 March 2006 31 March 2007

Contributors 16,317 17,165

Deferred Pensioners/

Undecided Withdrawals 8,145 9,268

Pensioners 7,386 7,625

Total 31,848 34,058



In addition to the primary role of administering the local
government scheme and its provisions, the Pension Section
provides, by agreement, similar services to the Chief
Constable and Chief Fire Officer administering the Police
and Firefighter's Pension Scheme. For both these
disciplined services, new pension schemes were introduced
from 6th April 2006. These new provisions, together with
the related 'option' exercises were implemented within set
timescales where specific guidance was provided to the
Welsh Assembly in their new policy role and obligations for
the Firefighter's pensions provisions.

Local Government Pensioner pay dates for 2007/08 are
as follows:

27th April 2007
31st May 2007
29th June 2007
27th July 2007
31st August 2007
28th September 2007
31st October 2007
30th November 2007
24th December 2007
31st January 2008
29th February 2008
28th March 2008

Looking Forward

I am not certain whether the term 'looking forward' best
describes the 18 months from April 2007 with significant
issues on the horizon which include:

• The Fund’s valuation exercise as at 31st March 2007
• Production and issue of Annual/Combined Benefit

Statements
• Pension implications from Job Evaluation exercises and

Equal Pay matters.

From a regulatory front, one of the key issues will be the
preparation for and implementation of a new-look LGPS
arrangement from 1st April 2008. While Regulations
entitled 'Benefits, Membership & Contributions'
Regulations 2007 are already on the statute books, these
are only 1 piece of a 3 piece jigsaw with related legislation
covering Transitional & Administration Regulations
currently awaited. Effectively, the Transitional Regulations
will 'bridge' the 1997 Scheme to the 2008 Scheme as all
active members as at 31st March 2008 will transfer to the
new arrangement, the Administration Regulations are
expected to include the Scheme components not included
within the 'Benefits' Regulations. As matters presently
stand, the main points of the 2008 Scheme provisions
include:

• Retention of a 'final salary' arrangement
• Benefits on service from 1st April 2008 will accrue on a

1/60ths basis
• Lump Sum optional for post 31st March 2008 service.
• Ability to commute up to 25% of pension value at a

rate of £12 cash lump sum for each £1 surrendered
• Scheme Normal Retirement Age :65 (transitional

protections for 85-year rule provisions retained)
• Earliest Retirement Age is 55 for new members from 1st

April 2008. Age 50 retained for existing members
increasing to 55 in 2010

• Final pensionable pay retains last or best of last 3 years earnings
• Introduces benefits for 'nominated' co-habitee's (same

or opposite sex)
• Dependents benefits based on a 1/160ths basis
• Death in service benefit increases to 3 times actual pay
• Death in retirement lump sum increased to 10 years'

member's pension
• Ill-health retirements introduces a 2 tier arrangement

with targeted enhancements replacing the current single
level arrangement

Fund Administration
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• Standard contribution rate replaced by contribution
bands ranging from 5.5% for lower earners to a
maximum of 7.5%

• Current 5% protected rate for certain 'manual' workers
will be phased out over 3 years from 2008/09

• Employers can award additional service to a maximum
of 10 years

• Introduces a facility whereby Employers could
additionally increase pensions in payment to a maximum
of £5000

• Scheme members ability to purchase 'added years'
removed

• Facility to pay AVC's to a nominated provider retained
• Introduces a facility where Scheme members can

purchase additional pensions via £250 segments to a
maximum of £5000

• Scheme membership restricted to individuals with
employment contracts of 3 months or more

In addition to all the anticipated changes outlined earlier,
your Pensions Section will be realigned to ensure that it is
better placed to meet and deliver all past and future
changes covering regulatory and other fronts. Additionally
it intends introducing a document imaging system which
will improve document retention and storage demands if
fully integrated with the family of pension administration
software systems utilised locally. As ever, change is the only
constant and it is therefore appropriate at this point to
record my sincere thanks to all staff involved on Scheme
administration for their dedication and capacity to embrace
change and meet ever changing regulatory and
stakeholder requirements.

Fund Administration
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The new LGPS - Rolls Royce or Reliant Robin?

In most areas of life, you get what you pay for.
When buying a car, for example, you would expect to
pay more for a brand new top-of-the-range luxury
car (with chauffeur) than for a battered three-
wheeler (several previous owners). Could the same
hold true with pension schemes?

The benefit structure of the Local Government Pension
Scheme has been under review over the last 12 months
and more. The proposals for the new “2008 Scheme”
have been consulted on and a decision has been made on
the future of the LGPS, with the primary goal being to
ensure the Fund is fit for purpose in the 21st century.
The new scheme provides for increased contributions from
most employees, with the impact on employer pension
costs emerging as part of the current actuarial
valuation exercise.

But how does the new scheme stack up - are the
additional costs justified in terms of additional benefits?
Is it a Rolls Royce or a Reliant Robin?

Firstly it should be borne in mind that the main benefit
structure (pension and lump sum) for future LGPS service
from April 2008 is an improvement on the current scheme.
Although the benefits are expressed in a different way, the
combination of an increased rate of building up pension
year on year, with lump sum available by exchanging
pension for cash, can give higher overall benefits than the
old structure of separate pension and lump sum. So the
car on the forecourt hasn’t simply had a few scratches and
been given a good wash - it is a new and improved model.

Other improvements are being made, for example
introducing partners’ pensions and improving death
benefits. For some members these may appear of minor
importance (like metallic paint on the car perhaps) but for
others they will be very valuable.

Of course, it is not always clear whether changes are
improvements or not - how do you compare air
conditioning with automatic transmission? Some aspects
of the new LGPS fall into this category. The new ill health
arrangements are considerably different from the existing
ones and it is likely that there will be winners and losers in
the future, although the existing provisions are largely
protected for existing members aged 45 or over.

Cars tend to depreciate in value over time. Pension
schemes are different - unless changes are made their
value (or cost, depending on your viewpoint) tends to rise
as, for example, life expectancy increases. Under the 2008
scheme proposals, from 2011 onwards members will have
to share in these increased costs as they arise.

Overall, the new car available to LGPS employees should
be - for many of them - a very attractive proposition.
While it may not be a Rolls Royce, it will certainly look
impressive alongside many of the other models currently
on the road. From the point of view of maintaining and
extending pension provision within the local authority
sector, and attracting new employees to the sector, that
may well be seen as a positive factor.

The Actuary’s View
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The other side of the coin is cost. Even after allowing for
the increase in employee contributions, it is highly likely
that the new scheme will result in higher costs for
employers. In addition, there is uncertainty over whether
some of the “savings” built into the costings for the new
scheme will materialise in practice. For example, it has
been generally assumed that half of LGPS retiring members
will opt to take additional lump sum (in exchange for
pension) up to the maximum they are allowed. This is
clearly an option open to members and the take up will
depend on members’ individual circumstances and the
communication of the option to members.

Furthermore, the effect on costs that the new ill health
arrangements and the proposed cost sharing mechanisms
will have, can only be seen in time.

So the new LGPS model looks an attractive option for most
employees, even with an increase in the price they have to
pay. It remains to be seen whether the cost pressures on
employers (and possible envy from other road users) will
result in the need for a further overhaul of the design in
the foreseeable future.

The Actuary’s View
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Retirement

We provide you...

...with the safeguard of a
taxfree lump-sum upon
retirement and a pension
for life that increases with
the cost of living.



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 2006/2007. 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. The Pension Fund accounts
are prepared in accordance with Financial Reports of
Pension Schemes – A Statement of Recommended
Practice (Revised November 2002) published by the
Pensions Research Accountants Group (PRAG) in
addition to the accounting policies stated in section 4.

For readers with a more detailed or specialist interest of
the operation of the Fund during 2006/2007, reference
should be made to the more detailed Annual Report and
Accounts.

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

• The Fund Accounts.
• The Net Assets Statements.
• The Statement by the Consulting Actuary.

Explanatory Foreword

Statement of Accounts
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2005/06 Contributions and Benefits Note 2006/07

£'000 £'000

Income

Contributions Receivable

27,663 From Employers d 32,251

12,873 From Employees/Members d 13,707

6,907 Transfer Values Inwards e 5,008

0 Other Income 0

47,443 50,966

Expenditure

(32,141) Pensions Payable (33,695)

Lump Sum Benefits Payable

(3,779) - Retirement (7,797)

(403) - Death grants (575)

(51) Commuted Pensions (89)

(3,471) Leavers f (4,068)

Administrative and Other Expenses

(875) Borne by the Scheme g (851)

(40,720) (47,075)

Net Additions (Withdrawals) from

6,723 dealings with Members 3,891

Returns on Investments

18,291 Investment Income h 18,413

Change in Market Value of Investments

78,125 Realised 60,299

103,789 Unrealised (22,707)

(2,452) Investment Management Expenses j (2,876)

197,753 Net Returns on Investments 53,129

204,476
Net Increase (Decrease) in
fund during the year 57,020

847,594 Opening Net Assets of Scheme 1,052,070

1,052,070 Closing Net Assets of Scheme 1,109,090

Fund Accounts for the Year Ended 31 March 2007

Fund Accounts

Statement of Accounts
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2005/06 2006/07

£'000 Investment Assets: Note £'000

Fixed Interest Securites

0 - Public Sector 0

149,662 - Other 168,362

401,872 Quoted Equities 418,152

153,878 Index Linked Securities 164,781

322,244 Unit Trusts - Other 329,660

11,958 Cash Like Funds 15,207

3,694 Liquidity Units 3,995

1,043,308 Total Investments k 1,100,157

6,007
Investment with
Carmarthenshire CC 8,140

6,710 Debtors 5,118

12,717 13,258

(3,955) Creditors (4,325)

8,762 Net Current Assets m 8,933

1,052,070 Total Net Assets 1,109,090

2005/06 2006/07

£'000 £'000

847,594 Opening Net Assets 1,052,070

22,562 Net New Money Invested 19,428

Change in Market Value of Investments

78,125 - Realised 60,299

103,789 - Unrealised (22,707)

1,052,070 Closing Net Assets of Fund 1,109,090

Net Assets Statement

Reconciliation of the Movement in Fund Net Assets

Fund Accounts

Statement of Accounts
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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. There were 17,165 contributors and benefits
were payable to 7,625 pensioners at year end. These
figures reflect the recorded position at 31 March 2007 but
are always subject to some movement post year end for
notifications from admitted bodies received after this date.

(b) Accounting Policies
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, 2007.

(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) Contributions Receivable
Contributions received from both members and employers
are made up as follows:

(e) Transfers In

(f) Payments to and on account of leavers

(g) Administration Expenses

A proportion of the relevant offices’ salaries (plus on costs)
have been charged based on the time spent on Fund
Administration and Management.

2005/06 2006/07

£'000 £'000

Employer

23,458 Normal 27,705

300 Special 500

3,905 Additional 4,046

27,663 32,251

Employees

12,801 Normal 13,653

72 Additional voluntary 54

12,873 13,707

40,536 TOTAL 45,958

2005/06 2006/07

£'000 £'000

0
Group transfers in from other
schemes 0

6,907
Individual transfers in from other
schemes 5,008

6,907 TOTAL 5,008

2005/06 2006/07

£'000 £'000

(91) Refunds to members leaving service (89)

0
Payments for members joining state
scheme 0

0
Purchase of annuities to match
preserved benefits 0

0 Group transfers to other schemes 0

(3,380) Individual transfers to other schemes (3,979)

(3,471) TOTAL (4,068)

2005/06 2006/07

£'000 £'000

(779) Administration and processing (783)

(70) Actuarial fees (47)

(6) Audit fee (7)

(20) Legal and other professional fees (14)

(875) TOTAL (851)

Fund Accounts

Statement of Accounts
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(h) Returns on Investments
Investment income was received as follows:

(i) Investments
During the year, investments purchased totalled £371m
whilst sales totalled £291m. The sales realised a net profit
of £60m. Acquisition costs are included in the purchase
price of the investment.

(j) Investment Management Expenses
Investment Management Expenses are calculated on the
level of out performance of the Benchmark.

Fund Accounts

Statement of Accounts

2005/06 2006/07

£'000 £'000

0 Interest from fixed interest securities 0

13.3 Dividends from Equities 14.2

4.1 Income from index linked securities 2.9

0.5 Income from pooled investment vehicles 0.7

0 Net rents from properties 0

0.4 Interest on cash deposits 0.6

0
Share of profits/losses of associates and
joint ventures 0

0 Other income 0

18.3 TOTAL 18.4

Value at
01/04/06

Purchases
at cost

Sales
proceeds

Change in
market value

Value at
31/03/07

Fixed interest
securities 149,662 17,079 0 1,621 168,362

Equities 401,872 277,918 (238,689) (22,949) 418,152

Index linked securities 153,878 50,661 (36,712) (3,046) 164,781

Pooled investment
vehicles 334,202 25,076 (16,078) 1,667 344,867

Properties 0 0 0 0 0

Other 0 0 0 0 0

AVC investments 0 0 0 0 0

1,039,614 370,734 (291,479) (22,707) 1,096,162

Cash deposit 3,694 3,995

1,043,308 1,100,157
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(k) Investment Valuation
The investments shown in the net assets statement are
shown at market value as at 31st March, 2007.

Investments held in foreign currency have been valued and
converted into their sterling value using the relevant
exchange rates prevailing at 31st March, 2007.

The following is an analysis of the Pension Fund
Investments, which are all Listed Investments:

(l) Debtors and Creditors
Debtors have fallen in the year to 31st March 2007 when
compared to the year to 31st March 2006. Creditors have
increased in the year to 31st March 2007 when compared
to the year to 31st March 2006.

(m) Net current assets and liabilities
A schedule of these are shown below:

(n) 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.

(o) Adequacy of Fund Balances
TThe 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.

2005/06 2006/07

BOOK MARKET INVESTMENT BOOK MARKET

COST VALUE TYPE COST VALUE

£'000 £'000 £'000 £'000

Fixed Interest

0 0 - Public Sector 0 0

138,519 149,662 - Other 155,597 168,362

327,486 401,872 Quoted Equities 364,700 418,152

136,769 153,878
Index Linked
Securities 150,718 164,781

Managed Funds

3,003 11,958 - Asset Allocation 0 0

0 0 -GASL 15,017 15,207

3,694 3,694 - Liquidity Units 3,995 3,995

Unit Trusts

0 0 - Property 0 0

239,354 322,244 - Other 236,335 329,660

0 0 Property 0 0

848,825 1,043,308 TOTALS 926,362 1,100,157

2005/06 2006/07

BOOK MARKET GEOGRAPHICAL BOOK MARKET

COST VALUE ANALYSIS COST VALUE

£'000 £'000 £'000 £'000

605,918 717,370 UK 686,002 766,489

3,694 3,694 Ireland 3,995 3,995

94,079 103,267 US 98,622 104,609

73,084 111,806 Europe (excl UK) 62,331 110,473

27,937 37,154 Japan 28,937 34,055

44,113 70,017 Other 46,475 80,536

848,825 1,043,308 TOTALS 926,362 1,100,157

2005/06 2006/07

£'000 £'000

1,911 Contributions due from employer 2,391

(10) Unpaid benefits (10)

6,028 Cash balances 8,465

4,778 Other current assets 2,402

(3,945) Other current liabilities (4,315)

8,762 TOTALS 8,933

Fund Accounts

Statement of Accounts
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The funding requirement of the fund is set out in the
Statement of Investment Principles. The requirement is that
the assets of the Fund match or exceed its liabilities i.e the
Fund remains solvent. The contribution rates payable by
participating employers have to be set at a level to bring
the Fund into the solvency over an agreed period of time.

(p) Related Party Transactions
During the year, transactions with related parties arose as
follows:

(q) 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.

Receipts

£'000

Carmarthenshire County Council 21,001

Pembrokeshire County Council 9,452

Ceredigion County Council 6,831

Dyfed Powys Police Authority 2,411

West Wales Careers 1,096

Coleg Sir Gar 825

Mid and West Wales Fire Authority 856

Dyfed Powys Probation Service 814

Cash held by Carmarthenshire County

Council as at 31st March 2007 8,140

Fund Accounts

Statement of Accounts
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(1) An actuarial valuation of the Fund was carried out as at
31 March 2004 to determine the contribution rates
with effect from 1 April 2005 to 31 March 2008. The
results are contained in our report and certificate dated
22 March 2005.

(2) The market value of the Fund’s assets at the valuation
date was £762.6 million and represented 88.5 per cent
of the Fund’s accrued liabilities, allowing for future pay
increases.

(3) The certificate showed that the required level of
contributions to be paid to the Fund by the
participating Unitary Authorities with effect from 1st
April, 2005 were as follows:

(4) The contribution rates comprise a common rate of 9.7
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.

(5) 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 20 year term.

Percentage of Pensionable
Pay

per annum

2005/06 2006/07 2007/08

Carmarthenshire County Council 11.4 12.9 14.4

Ceredigion County Council 9.5 11 12.5

Pembrokeshire County Council 9.4 11 12.6
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(6) The funding plan adopted in assessing the contributions
for each individual employer is in accordance with the
Funding Strategy Statement (FSS). Different approaches
adopted in implementing contribution increases and
deficit recovery periods are as determined through the
FSS consultation process.

(7) In addition to the contribution rates shown, payments
to cover additional liabilities arising from early
retirements (other than ill-health retirements) will be
made to the Fund by the employer (unless specifically
set out in the report).

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

(9) The next triennial actuarial valuation of the Fund is
being carried out with an effective date of 31 March
2007. Based on the results of this valuation, the
contribution rates payable by the individual employers
will be revised with effect from 1 April 2008.

Mr Steve Jacquest
Actuary - Mercer Human Resource Consulting Limited
June 2007

For Past Service For Future Service

liabilities liabilities

Rate of Return on
investments

-pre-retirement 6.6 per cent
per annum

6.5 per cent per
annum

-post-retirement 6.6 per cent
per annum

6.5 per cent per
annum

Rate of pay increases 4.55 per cent
per annum

4.25 per cent per
annum

Rate of increase
in prices

2.8 per cent
per annum

2.5 per cent per
annum
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Total Contributions Benefits

Admitted Bodies Contribution Rate Receivable Payable
% £'000 £'000

Ceredigion County Council 11.0 6,831 4,763

Carmarthenshire County Council 12.9 21,001 16,792

Pembrokeshire County Council 11.0 9,452 6,772

Pembrokeshire College 8.3 393 65

Coleg Ceredigion 10.7 167 99

Coleg Sir Gar 10.6 825 433

Mid and West Wales Fire Authority 14.0 856 274

Pembrokeshire Coast National Park 12.1 481 130

Dyfed Powys Magistrates Courts Committee 0.0 50 439

Dyfed Powys Probation Service 14.1 814 396

Dyfed-Powys Police Authority 12.0 2,411 936

43,281 31,099

West Wales Valuation Tribunal 5.5 17 10

Haverfordwest Town Council 11.5 10 9

Carmarthen Town Council 14.6 37 52

Llanelli Town Council 11.6 32 35

Llanelli Rural Council 13.8 123 52

Tenby Town Council 2.6 2 12

Llanelli Burial Board 10.2 16 15

Llangennech Community Council 11.1 2 0

Gorslas Community Council 16.7 2 1

Llanarthney Community Council 20.7 1 0

Kidwelly Town Council 14.5 6 5

Pembrey and Burry Port Town Council 13.5 15 1

Llannon Community Council 15.2 11 4

Milford Haven Town Council 20.2 0 5

Llanbadarn Fawr Community Council 15.9 1 0

275 201

Welsh Books Council 9.7 161 249

Trinity College Carmarthen 11.3 389 178

Carmarthenshire Federation of

Young Farmers Clubs 9.8 5 0

Cardigan Swimming Pool Trust 0 1 1

Prism 10.4 104 4

University College of Wales 18.1 81 61

741 493
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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.

Membership Statistics

Total Contributions Benefits

Admitted Bodies Contribution Rate Receivable Payable

% £'000 £'000

Coomb Cheshire Home 23.2 3 20

Narberth & District Community and

Sports Association 11.1 7 6

Iaith Cyf 8.3 47 5

West Wales Action for Mental Health 15.4 33 60

Aberystwyth Town Council 21.5 10 3

Careers West Wales 12.2 1,096 239

Carmarthen Family Centre 7.7 9 0

PLANED 10.2 71 0

Ceredigion Association for

Voluntary Services 9.9 31 0

Carmarthenshire Association for

Voluntary Services 10.5 38 1

Pembrokeshire Association for

Voluntary Services 9.8 54 0

Mentrau Iaith Myrddin

(Including Menter Cwm Gwendraeth) 8.8 118 1

Cartrefi Cymru 14.5 3 1

Other 141 10,027

1,661 10,363

45,958 42,156

Proportion to
be recharged

%

Milford Haven Town Council 100

Crown Prosecution Service 100

Department of Social Security 100

Welsh Water Authority 100

31/03/06 31/03/07

Contributors 16,317 17,165

Deferred Pensioners 5,100 6,168

Pensioners 7,386 7,625

Total 28,803 30,958
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Statement Of Investment Principles

Carmarthenshire County Council as the local authority
responsible for the administration of the Dyfed Pension
Fund (Superannuation Act 1972, 1997 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 1998 (as amended).

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).



AAccttiivvee MMaannaaggeemmeenntt
A style of Investment Management which seeks to provide out
performance of a relevant Benchmark through either Asset
Allocation, Market Timing or Stock Selection (or a combination of
these). Directly contrasted with Passive Management.

AAccttuuaarryy
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.

AAsssseett CCllaassss
A specific area/type of Investment e.g. UK Equities, overseas
Equities, Fixed Income, Cash.

BBeenncchhmmaarrkk RReettuurrnn
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.

CCoorrppoorraattee GGoovveerrnnaannccee
Issues relating to the way in which a company ensures that it is
attaching maximum importance to the interests of its
shareholders and how shareholders can influence management.  

EEqquuiittiieess
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.

FFiixxeedd IInntteerreesstt SSeeccuurriittiieess
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.

FFuunndd MMaannaaggeerr
A person or company to whom the Investment of the whole or
part of the assets of a fund is delegated by the Trustees.

IInnvveessttmmeenntt
An asset acquired for the purpose of producing income and
Capital Gain for its owner.

IInnvveessttmmeenntt AAddvviisseerr
A professionally qualified individual or company whose main
livelihood is derived from providing objective, impartial Investment
advice to companies, pension funds or individuals, for a stated fee.

MMaarrkkeett IInnddiiccaattoorrss
(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.

MMaarrkkeett VVaalluuee
The price at which an investment can be sold at a given date.

OOuutt ppeerrffoorrmmaannccee//UUnnddeerr ppeerrffoorrmmaannccee
The difference in Returns gained by a particular fund against an
“Average” Fund or an Index over a specified time period ie a
Target for a fund may be out performance of a Benchmark over a
3-year period.

PPaassssiivvee MMaannaaggeemmeenntt ((aallssoo ccaalllleedd IInnddeexxaattiioonn//IInnddeexx TTrraacckkiinngg))
A style of Investment Management which aims to construct a
Portfolio in such a way as to provide the same Return as that of a
chosen Index i.e. Stocks are purchased to be as representative as
possible of the make-up of the Index.  Contrasts with Active
Management.  

PPeerrffoorrmmaannccee
A measure, usually expressed in percentage terms, of how well a
fund has done over a particular time period - either in absolute
terms or as measured against the “Average” Fund or a particular
Benchmark.

PPeerrffoorrmmaannccee MMeeaassuurreemmeenntt
A service designed to help investors evaluate the performance of their
investments.  This usually involves the comparison of a fund’s
performance with a selected Benchmark and/or with a Universe of
similar funds.  The main Performance Measurement Companies are
The WM Company, which the Dyfed Pension Fund uses, and CAPS.

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

PPrreesseerrvveedd BBeenneeffiittss
The pension benefits 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.

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

RRiisskk
Generally taken to mean the Variability of Returns. Investments
with greater risk must usually promise higher returns than more
“stable” investments before investors will buy them

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

UUnnrreeaalliisseedd IInnccrreeaassee//((DDeeccrreeaassee)) IInn MMaarrkkeett VVaalluuee
The increase/(decrease) in market value, since the purchase date,
of those investments held at the year end.

Glossary of Terms  
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