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Chairman’s Foreword
Welcome to the Dyfed Pension Fund Annual
Report and Accounts 2007-2008.

As we are all aware it has been an extraordinary year for pension funds in the
private and public sectors. The majority of local authority funds have returned
negative performance figures with a weighted average return of -2.8%!
It did however give me some comfort that the Dyfed Pension Fund had out-
performed the average (-2.6%) and had moved up the WM Local Authority
Annual League tables from 84th (out of 100) in 2007 to 37th in 2008.

In fact most of the Welsh funds performed better than the average.

Fund Return Ranking
%

Rhondda Cynon Taf -0.1 10
Swansea -0.5 13
Clwyd -0.5 13
Powys -2.1 29
Dyfed -2.6 37
Cardiff & Vale of Glamorgan -2.6 37
Gwynedd -5.7 85

Note: Greater Gwent Pension Fund do not subscribe toWM-returnwas -2.2%

You will recall from last year’s report that the actuarial valuation of the Fund
was being undertaken as at 31 March 2007. I indicated that the funding level
was likely to improve and I’m pleased to report that it increased from 88.5%
in 2004 to 92% in 2007. The employer contributions have had to be
increased but the Fund still has one of the lowest contribution rates. I would
like to thank the Pensions Administration and Investment staff for providing
the data, and our actuary, Mr Steve Jacquest (Mercer), for his analysis and
findings.
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Councillor Wyn Evans
Chairman of the Pension Fund Panel

We have had stability in the management of the Fund for the first time in a
few years. There have been no changes in key staff in Carmarthenshire
County Council or Barclays Global Investors, who continue as our fund
managers under the leadership of Mr Lindsay Tomlinson. Councillor Clive
Scourfield has “received the baton” from Councillor Siân Thomas as the
Panel representative on the Local Authority Pension Fund Forum for the com-
ing year. I’m sure he will find it just as much a fulfilling experience as Siân did.

In October I attended the Professional Pensions Pension Scheme Of The Year
Awards 2007. The Dyfed Pension Fund was short listed for Best Benefits
Statements (Public) and the DB Communication Award (over £1bn - £2.5bn)
categories. On this occasion we were unsuccessful but I am sure it will not be
too soon until we emulate the successes of 2002, 2003 and 2004. Thank you
to our Pensions Administration section for the excellent entries.

Year Value of
Assets (£m)

1999 694
2000 758
2001 716
2002 723
2003 615
2004 761
2005 848
2006 1,048
2007 1,104
2008 1,086
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Introduction
The year to 31 March 2008 can be summed up in four words,

“challenging”, “interesting” and “thought provoking”.

The challenge has been for our fund managers, BGI, to maximise returns in a
volatile global market environment. The Chairman has already mentioned
that the average return for local authority funds was negative and that the
Dyfed Pension Fund had returned -2.6%. The Fund Investment Report will
explain this in more detail.

In recent months, continued market decline, credit crunch, and inflation seem
to be the order of the day and like the general population, pension funds are
not immune from its effect. Funds however work to a very long term horizon
and short term volatility is to be expected. The key is to monitor and fine
tune the investment strategy where necessary but not to over-react.

As I commented in last year’s annual report another challenge in 2007-2008
was the implementation of the “new look” scheme. The hard work and
dedication of our Pensions Administration team meant that it was
successfully implemented by 1 April 2008.

The triennial valuation was an interesting exercise this time around. Even after
additional assumptions were made for mortality, commutation and ill health
retirements, the solvency level increased from 88.5% in 2004 to 92% in
2007. Within the English and Welsh local authority pension funds family the
Fund is now in the top quartile for solvency levels. This is a testimony to BGI
who produced very strong investment returns during the three years. The re-
turns more than offset the increases in liabilities. The average employer con-
tribution rate has increased to 15.3% of Pensionable Pay from 12.7% in
2004 to get the Fund back to its target of 100% solvency. However, this is
still one of the lowest contribution rates in England and Wales.

The Dyfed Pension Fund has a traditional portfolio of 69% Equities, 30%
Bonds and 1% Cash/Alternatives. Following the valuation exercise and the
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Mr Roger Jones
BSc Econ (Hons) CPFA,
Director of Resources

Finally it would be remiss of me if I did not take this opportunity to
acknowledge the efforts the staff and Panel are making to maintain the
success of the Fund in a constantly challenging environment, and of course
the role of the advisers and managers in achieving this success.

poor performance of UK Equities (the stock exchange), over the past 18
months, which has affected all pension funds, the initial stages of the invest-
ment strategy review has been a thought provoking exercise for the officers
and our independent adviser. Diversifying away from this traditional portfolio
is a well established method of spreading the risk and potentially increasing
returns. The review is ongoing and we will be making recommendations to
the Panel over the coming months. Mr Eric Lambert will expand on the
diversification issue later in this report.

The Governance Policy of the Fund was my key theme last year and in
October 2007 the Government issued guidance which set out the rationale
of a ‘comply or explain’ approach to a governance compliance statement. It
set out nine best practice principles against which governance compliance
could be measured and provided guidance on how the statement should be
completed.
The best practice principles ranged from the structure and representation of
the Fund’s Pension Panel to the frequency of meetings and availability of
training for Panel members.
The governance compliance statement for the Dyfed Pension Fund was
completed in March 2008 and concluded that the Fund was fully compliant
in seven of the best practice principles and not fully compliant in two. Where
we were not fully compliant explanations were provided.

As a Fund we are committed to Long Term Responsible Investment and the
consideration of Environmental, Social and Governance (ESG) issues in our
investment decisions. We work closely with BGI, who incorporate ESG
considerations in their Corporate Governance Policy, and have been members
of the Local Authority Pension Fund Forum (LAPFF) for over three years. LAPFF
“exists to promote the investment interests of local authority pension funds,
and to maximise their influence as shareholders whilst promoting corporate
social responsibility and high standards of corporate governance amongst the
companies in which they invest” and we congratulate them on their findings
to date and look forward to working with them in the future.
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Fund Investment Report
Fund Investment Performance

2007-2008 has been a challenging year for pension fund managers. The
average return for local authority pension schemes was -2.8%, down from
7% in 2006-2007. Negative returns have not been seen since 2002-2003!
The Dyfed Pension Fund performed better than the average at -2.6%, the
first time it has outperformed the average since 2003-2004. The Fund did
however under perform against its benchmark by 0.8%.
Within the major asset classes stock selection in equities was the contributing
factor (apart from European and Other International equities). Bonds
performed better.

Over 10 and 5 years the Fund has outperformed its benchmark but has
underperformed over 3years and 1 year. It has had mixed fortunes against
the average local authority return, the best performance being over 10 years
and 1 year. It has moved up the ranking on the WM Local Authority Annual
League tables to 37th out of 100.

Dyfed Pension Fund Investment Performance Comparators 2007-2008

Ranking Dyfed Benchmark Return LocalAuthorityUniverse Benchmark

10 years 17 Outperformed 0.2% p.a. 5.6% Outperformed 0.4% p.a.

5 years 72 Outperformed 0.1% p.a. 11.7% Underperformed 0.6% p.a.

3 years 71 Underperformed 0.2% p.a. 8.2% Underperformed 0.8% p.a.

1 year 37 Underperformed 0.8% p.a. -2.6% Outperformed 0.2% p.a.
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2007 Actuarial Valuation

As has been previously mentioned, the actuarial valuation as at 31 March
2007 was concluded in 2007-2008. Results were good with the funding level
improving from 88.5% in 2004 to 92%. The Dyfed Pension Fund is again
well placed to meet its future liabilities and the pressure on its funding
employers’ budgets is not as great as other local authority funds.

Investment Strategy Review

Following the results of the actuarial valuation the investment strategy review
commenced, with a final recommendation report to Panel due from Mercer
by September 2008.
The strategy decision must meet the aims of the Fund, the employers and the
preferred balance of risk and potential return.
Diversification will be the main theme running through the review and the
balancing exercise of risk against return. The majority of local authority funds
now have some exposure to alternative asset classes such as, property, private
equity, hedge funds, commodities and infrastructure in their portfolio.
The results of the review will be reported in next year’s annual report and, if
needed, an amended Funding Strategy Statement will be produced.

Top 10 Investments as at 31 March 2008

£

BP 28,274,662
Vodafone 23,767,947
HSBC 22,896,546
Royal Dutch Shell A 17,252,700
Glaxosmithkline 17,165,755
Royal Dutch Shell B 14,103,885
Rio Tinto 13,484,604
British American Tobacco 11,061,423
BHP Billiton 8,722,488
Anglo American 8,560,792
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The Dyfed Pension Fund Panel, Officers, Advisers,
Managers and Consultants

The Fund’s Governance Policy (which can be found on the Fund website) sets
out the roles and responsibilities of the Panel.

During 2007-2008 the Panel members were:

Councillor Wyn Evans – Chairman of the Panel
Councillor Martin Morris – Panel Member
Councillor Siân Thomas – Panel Member
Councillor Clive Scourfield – Substitute Panel Member

The Panel met four times in 2007-2008 and attended the Annual
Consultative Meeting in September 2007.

The following Officers from Carmarthenshire County Council also
attended the Panel meetings and/or acted 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 Panel and officers attended various training courses, seminars and
conferences on administration and investment matters. These were provided
by the fund managers, consultants, the above officers, national and local
government associations.

The Independent Adviser to the Fund is:

Mr Eric Lambert - State Street
Mr Lambert advises Panel on all aspects of investment management, at
quarterly meetings and at ad hoc meetings as necessary.

Other managers and consultants who contribute to the Fund are:

Barclays Global Investors – Fund Manager
WM Performance Services – Performance Measurement Company
HSBC Securities Services – Custodian
Eversheds – Legal Advisers
Mercer – Actuary and Investment Consultant
Wales Audit Office – External Auditor

The Pension Fund Panel
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FundManager’s Report -
Overview
Annual report comment from Barclays Global
Investors (BGI)

In the financial world the last year has been an extraordinary one, judged by
almost any standards. A “credit crisis” which started in the US housing
market has rippled around the world and has done significant damage to
banks worldwide. The consequences for the real, as opposed to the
financial, economy have yet to be fully revealed, but the economic outlook
does not look promising.

By and large, pension funds seem to have weathered the financial market
storm tolerably well. The diversified nature of their investments have meant
that losses in their financial sector investments have been offset by gains in
other areas, such as resource based companies. But it would be unwise to
think that major credit problems would leave pension fund investors
unscathed.

Pension fund investment remains a long term activity and all concerned with
the Dyfed Pension Fund should feel reassured that the benefits promised to
beneficiaries are backed by such a substantial long term fund.
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FundManager’s Report -
Performance
Introduction

Welcome to the annual report from BGI, covering the year to 31 March 2008.
In this report, we provide 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.

By any measure, it has been an exceptionally challenging year for investors
and their asset managers. We have seen financial markets suffer the impact
of the ‘credit crisis’ that has its origins in the US sub-prime mortgage market.
The influence of these events have been felt far and wide, with central banks
acting to safeguard their economies and investors seeking out assets
perceived as being less risky, amongst many other notable market themes.

The benefits of diversification, which we explore more fully in the ‘Looking
ahead’ comment later in your report, have been underlined by the events of
the past year. Figure 1 shows the performance of various asset classes held
during the year under review and it is notable how widely dispersed the
returns generated by the various indices have been. For example, UK
index-linked gilts and conventional gilts have performed strongly, whilst
equities in the US, UK and Japan have suffered.

Figure 1: Market Returns for the Year Ending 31 March 2008
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Changes to the Portfolio

There were no changes to portfolio strategy in the year 2007-2008 and the
strategy implemented in January 2006 remains in force.

BGI’s mandate at 31 March 2008 is set out in the following table:

Name of fund Benchmark Range
allocation

(%) (%)
UK equities 39.00 +/- 1.50
Total overseas equities 30.00 +/- 1.50

North American Equities 10.0 +/- 5.00
Ascent Life US Equities 9.4
Aquila Life Canada 0.6
Ascent Life Japan 3.5 0.00 – 8.50
Ascent Life Europe 10.0 +/- 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

Annual Performance Summary

During the year to 31 March 2008, BGI’s investment return for the Dyfed
Pension Fund was 0.8% behind the Fund’s custom benchmark. Asset class
performance over the year has been mixed with many of BGI’s actively
managed equity funds struggling in very difficult conditions. On the other
hand, fixed interest investments have delivered much stronger relative
performance.

Since mid 2007, the ‘credit crunch’ has grown from its origins in the US
sub-prime mortgage market to major theme impacting severely upon global
equity and bond markets.

Credit market events sparked equity market volatility in August 2007, as
many quantitative hedge funds suffered client redemptions and were
required to provide additional capital to back their open positions. Although
not impacted directly, BGI’s quantitative approach suffered as the actions of
other managers influenced the performance of the assets held by BGI funds.
To counter this in the future, BGI has invested significant effort into
increasing its proprietary and original insights at the expense of more
generic quantitative ideas.

Additionally, during the second half of 2007, we witnessed a sharp shift in
conditions as equity markets started to favour growth over value stocks.
Value criteria typically make up around one-third of BGI’s equity selection
models.

Against this backdrop, BGI’s actively managed UK, US and Japanese equity
portfolios underperformed the WM Universe. However, at 39% of the
portfolio, the performance of the UK strategy had the greatest impact on the
overall portfolio’s performance shortfall. On the other hand, performance
within Europe and emerging markets equity funds is ahead of the Universe.

Fixed interest funds have performed strongly across the Fund. The combined
UK bond portfolio (UK government fixed income and sterling corporate
bonds) has beaten the WM Universe benchmark by a considerable margin.
Performance of the passively managed index-linked gilts portfolio was in line
with the index that is followed in portfolio construction, which itself was
above the WM median.
Finally, Global Ascent Ltd, BGI’s tactical asset allocation overlay product,
delivered a positive return over the past 12 months, although it does lag its
cash performance benchmark.
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Market & Economic Review

UK equities enjoyed a strong start to the year under review, performing well
during the second quarter of 2007. UK inflation remained stubbornly high,
surging to its highest level since 1992 and resulting in the interest rate rise to
5.50%. The US equity market also had a good quarter, supported by better
economic news, with recovering business confidence and improvements in
profit forecasts. In line with the opening months of 2007, the European
equity market maintained its outperformance of other major markets, as
investor sentiment and business confidence remained upbeat. Government
bond yields in the euro zone also rose sharply on concerns over inflation and
economic growth, with the European Central Bank lifting interest rates by a
further 0.25% to 4.00%.

As we moved through the summer months, equity markets became more
volatile. This reflected investors’ concerns over the possible impact of the
turmoil seen in the US sub-prime mortgage market. In the UK, the heavy
representation of financial stocks in the economy and stock market left the
UK highly exposed to the concerns over unknown exposures to bad
mortgage debt. We also saw the inter-bank lending and short-term money
markets seize up, as the crisis in the US undermined confidence in many
areas. The collapse in the share prices of several mortgage banks and the
UK’s first run on a domestic bank since the middle of the 19th century, took
their toll on investor confidence. The UK equity market was also undermined
by signs that the UK housing market was slowing. In the US, investors
remained concerned over the impact of the credit crunch, despite efforts by
the Federal Reserve. Nevertheless, volatility levels in global equity markets fell
and we saw a recovery towards the end of September as fears of a major
banking collapse receded.

With global stock and credit markets recovering towards the end of 2008,
investors could have been forgiven for thinking that the worst of the sub-
prime mortgage crisis was over. However, a further round of corporate profit
warnings resulting from losses experienced on sub-prime mortgage exposures
surfaced in November, sparking fears that markets were yet to feel the full
impact of the crisis. With these renewed concerns, equity markets retreated
from their highs and volatility measures spiked back to the levels seen during
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the summer of 2007. In the US, fears of a pending recession surfaced with
many economists revising growth forecasts lower for 2008. In the UK,
economists predicted that 2008 would be the economy's weakest in 15 years
and a housing market led slump in consumer spending remained a danger.
Mixed economic data and more news of write-downs at major financial
institutions meant that the markets remained volatile during the first few
months of 2008. In fact, the first quarter of 2008 was the worst quarter for
many equity markets in more than five years, leaving investors in a cautious
mood. The market turbulence and credit crunch of 2007 led to UK mortgage
approvals falling to the lowest level in 13 years, as banks tightened their
lending standards. Although anxious about the outlook for growth, policy-
makers were also nervous about inflation following last year’s surge in crude
oil and food prices. A slowdown in US economic indicators undermined
investors’ confidence in the Federal Reserve and persuaded many to take the
threat of a US recession more seriously. Liquidity problems at major Wall
Street banks also concerned investors. However, the US market was the best
performing developed equity market, losing 9% over the first quarter. The US
dollar was a notable casualty, falling significantly against the currencies of the
US’ trading partners. The slowdown in the euro zone’s main trading partners
hit the region during early 2008 and European equity markets fell sharply.

Contact over the Year

Over the review period, BGI reported formally to the Investment Panel four
times. Three of these meetings were held at BGI’s offices in London, the
fourth being in Carmarthen.

In addition, BGI provided a full day of investment training to Panel members
in Carmarthen in September, and half a day following a Panel meeting in
London. Topics covered included a review of investable asset classes,
diversification and how to achieve it, and a reminder on equity investment.

Looking Ahead

As we have mentioned, the advantages of diversification have been
forcefully underlined by market conditions during the year under review.
For example, a portfolio of assets that includes a meaningful allocation to
commodities, as well as the more traditional equity and bond holdings,
should have enjoyed the benefits of the steep increases in the prices of
wheat, oil, platinum, gold and other commodities.

In practise, diversification depends upon investing in a number of different
sources of return. This can seem a daunting task, given the broad array of
asset classes on offer, as well as the choices that need to be made when
considering how to bring together sources of active investment return
(alpha) with market returns (beta) into a portfolio.

Combining a range of various asset classes adds diversification, as they react
differently to economic news and their performance is not in step, or
perfectly correlated. The same relationship holds true for active returns and
market returns – typically, they are not correlated and so bringing them
together adds to diversification.

Pension schemes aiming to diversify their portfolios are addressing the
challenges they face by considering their decisions relating to active
investment management and market returns independently. Known as
‘alpha/beta separation’, this approach underpins much of the new thrust in
pension plan investment.

Considering decisions around market returns and active investment returns
independently provides investors with a greater degree of flexibility in
allocating their overall risk budget to different sources of return. It also
increases the focus on each area. This is an important advantage, as the
active returns that have been achieved by many ‘traditional’ active products
have tended to include a significant element of ‘hidden’ market returns.
Unintentionally adding market returns that are disguised as active returns
reduces the overall level of portfolio diversification. This undermines the key
advantage of building a more highly diversified portfolio, which is producing
a higher level of return for a given level of risk taken by the investor.
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Report on Performance
& Risk
Local Authority Funds

On the back of four years of strong positive return, the average local
authority fund gave up almost 3% as the credit crisis unfolded and fears of a
slowdown in developed economies worried investors.

Equities returned -5% in aggregate with returns ranging from -16% (Japan)
to +16% (Emerging Markets). Currency again was a feature with the Euro
and Yen appreciating by over 17% against Sterling – resulting in a small
positive outcome for European equities and near halving of the potential
losses in Japan.

Bonds returned around 6% in aggregate, and with risk aversion very much to
the fore, government issues outperformed corporate bonds and index-linked
securities turned in their best performance since 1999.

At almost 8%, alternative investments produced the best aggregate return.
By the very nature of this collection of assets, the range of returns in any
given year is expected to be broad. With a range spanning 50% between the
best and worst performing funds, 2008 proved to be no different.

Property posted a first negative return since 1991, with most funds losing
between 8% and 12%.

In terms of the asset profile of the average fund, the equity weight reduced
at the expense of bonds, an outcome more to do with relative market
movements than any tactical or strategic decisions. The exposure to alterna-
tives increased sharply, albeit from a low base, to an end year weight of 5%.

Medium term results are still very positive despite the latest year setback, the
three and five year returns (9.1% p.a. and 12.4% p.a.) are 5.5% p.a. and
9%p.a. respectively ahead of inflation.
With four negative years now included, the closely observed ten year
outcome (5.1% p.a.) at just over 2% p.a. ‘real’ is behind typical long term
assumptions for pension fund returns.

As true long term investors however, local authorities can look beyond the
short and medium term vagaries of markets and comfort themselves that
longer run results are very strong indeed, both in absolute and real terms.
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Dyfed Pension Fund

Returns

The Fund posted a second year of sub-benchmark performance,
undershooting by 0.8%.

With the Fund continuing to remain closely aligned with the strategic asset
mix, it was investment selection that proved costly in the latest year. As it was
in 2007, the outcome was largely a result of bottom decile performance from
the domestic equity portfolio.

The Panel regularly monitors performance of the fund manager but recog-
nises that there will be periods of under, as well as outperformance and so
sets a more realistic three year period over which to gauge performance. It
will come as no surprise that with two negative years in the latest triennium,
BGI underperformed and whilst the underperformance is modest at 0.2%, it
falls quite a bit short of the target set by the Panel.

Longer term results however are still good and over ten years, the Fund
betters its benchmark by 0.2%p.a.

Compared with other local authorities, despite a negative absolute return and
benchmark relative underperformance, the fund ranks just outside the top
third in the latest year, a result arising from the high strategic weighting in
index-linked gilts.

The Fund ranks comfortably in the top quartile over the last ten years as a
result of superior investment selection. The fact that the Fund has pursued a
quite different asset strategy (particularly the large exposure to index-linked
gilts) has had very little bearing on investment performance over time.

Risk

In order to generate excess return, an asset manager must deviate from its
benchmark either by positioning the assets differently or by selecting different
securities.
We measure the monthly deviations and statistically aggregate these to
create a measure known as relative risk. This measure tells us not only how
much risk the asset manager has recently taken searching for ‘value added’,
but gives us an indication of how far from benchmark we might expect
returns to lie.

The level of relative risk exhibited by the
Fund has remained stable and low (relative
to other multi-asset funds) over time.

Almost all of the relative risk in the Fund is
generated from investment selection. This
profile is very familiar and absolutely con-
sistent with current investment strategy.

In the latest review period relative risk has
not been rewarded with a positive excess
return. Until very recently, BGI had been
successfully converting low to moderate
risk into excess return in every review
period since 2002.
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Independent Adviser’s
Report

Many of the other reports in this Annual Report & Accounts will draw
attention to a review of performance of the Dyfed Pension Fund against its
strategic asset allocation benchmark: in effect an evaluation of the impact of
the fund’s sole active asset manager, BGI. This attention is fully deserved in
terms of the resource such oversight demands, and the expense involved.

However the most significant impact on the fund’s financial health comes
from the choice of strategic asset allocation – normally expressed as an asset
benchmark. In simple terms (plain English?) this is the expressed percentage
exposure to the major asset classes available to UK Local Authority pension
funds to invest in. The current Dyfed Pension Fund benchmark is broadly:

%
Equities 69
Bonds 30
Alternatives 1

In general the choice of benchmark, such as shown above, will dictate about
90% of the Fund’s investment returns, and an even higher percentage of the
Fund’s volatility. Another, perhaps simpler, way of saying this is that it is far
more important to choose whether to be in (say) equities, and how much,
than choose how or who manages these equities!

As I trailed in last year’s review we have now embarked on a full review of the
strategic asset allocation with (to coin a phrase) ‘nothing ruled in and nothing
ruled out’. The review is timely as the triennial actuarial valuation was
completed as at 31 March last year and the results recently available inform
the decisions about strategy. In particular we have an up-to-date view of the
liabilities and assessment of the financial position of the Fund. The latter is

normally expressed as the funding ratio – it is the ratio of the value of the
Fund’s assets to the value of the Fund’s liabilities. The funding ratio was
assessed as 92%, an improvement on the result (89%) three years earlier.
What this funding ratio means is that the Fund must continue to pursue
good strong investment returns to close the ‘deficit’ but, because the Dyfed
Pension Fund has a funding ratio comfortably higher than most other Local
Authority funds, it can afford the ‘risk’ of trying to achieve these strong
investment returns. You will have read that many private sector funds have
had to reduce their risks – and hence their returns – as they are not in the
relatively favourable position that the Dyfed Pension Fund enjoys.

Mercer, one of the UK’s leading actuarial investment consultancies - and its
actuarial firm - was appointed to assist the officers and Panel in these
strategic review considerations, as indeed was the case last time.

While no decisions can be reported at this time, be assured that plenty of
work has been invested in this very important, but challenging, decision. One
of the ‘Myners principles’ of good management of institutional funds was to
recognise the importance of strategic asset allocation and therefore to devote
sufficient resource (time and cost) to this crucial decision. The Fund has done
this, and will continue to do so.
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Although every fund is unique, the general trend in Local Authority
investments has been to increase exposure to Alternative Investments (such
as Private Equity, Hedge Funds, Active Currency, GTAA and, occasionally, also
Commodities and Infrastructure) by investing new cash flow in these assets,
effectively reducing their total Equity exposure. Almost half the Local Author-
ity funds hold Private Equity, and about 1 in 4 hold Hedge Funds. By some
definitions, Property is also classed as an Alternative Investment due to its
diversification benefits. The average weighting is about 7% with the majority
of Local Authority funds holding some exposure. The Dyfed Pension Fund will
bear these trends in mind, but do not feel committed to follow them. Good
investment is often associated with not following a trend – being so called
contracyclical, a great example of which was the fund’s decision over 20 years
ago to have a huge commitment (about 25%) to index-linked gilts when the
typical fund would have held 2-3%! This decision reaped substantial rewards.

In next year’s report I expect to report on the results of these deliberations.

The only other issue I want to address, as promised last year, is the interpreta-
tion of the WM Total Fund Evaluation to 31 March 2008. This gives a
quantification of the risks and returns of the Fund relative to its liabilities, or
their nearest asset proxy. These risks and returns are then disaggregated into
the impact of the strategic asset allocation (the benchmark) and the activities
of the asset manager. This allows the Panel to understand the risks the Fund
has been running, and decide if they are comfortable with these levels, and
also where the risks have been rewarded, and to what extent. While the
information is quite technical the picture at 31 March 2008 is that the risks
are at levels the Panel accepts and that, in general, the risks are rewarded at a
satisfactory level. Recent investment market turbulence, and disappointing
recent results for the asset manager, BGI, have had an adverse short-term
impact on these general conclusions.

These are challenging times for all public and private sector pension funds,
not least in their investment considerations. I am confident that the Panel,
supported by the Finance officers, myself and any other external organisa-
tions, such as Mercer and WM, are doing their very best to successfully
navigate the Dyfed Pension Fund through the current very rough seas.

Mr Eric Lambert
Independent Adviser and
Head of Customer Consultancy,
State Street
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Fund Administration
Introduction

The 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 (reduced to 3 months under the new-look
LGPS) years service.
Death in Service - a Tax Free Cash Lump Sum of three times the annual
salary payable to the estate. In addition, Spouse's, Civil Partners 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.
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More detail on the main changes arising from the new-look LGPS which
came into force from 1st April 2008 is outlined below.

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 bene-
fits. This year, pensions were increased by 3.9% from the 8th April 2008 and
represents the percentage rise in the Retail Price Index (RPI) for the 12 month
period to September 2007. 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.

Local Government Pensioner pay dates for
2008/09 are as follows

30th April 2008
30th May 2008
27th June 2008
31st July 2008
29th August 2008
26th September 2008

31st October 2008
28th November 2008
24th December 2008
30th January 2009
27th February 2009
27th March 2009
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National Fraud Initiative

The authority and Pension Fund continues to participate within the anti-fraud
initiative organised by the Audit Commission where data provision includes
Employee and Pensioner Payroll and Occupational Pension details. Such
information is compared with other public body data which helps ensure:

The best use of public funds
No pension is paid to a person who has deceased, and
Occupational Pension and employment income is declared by Housing
Benefit claimants

Your Pension Section

Undoubtedly, the key exercise for the earlier part of 2007 concentrated on
the provision of data to the Fund Actuary in line with the Fund valuation
undertaken as at 31st March 2007. Such data was forwarded ahead of
internal timelines and more detail on the valuation and its outcomes are
commented elsewhere within this report. 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, (with additional staff progressing towards full Diploma
status in Pensions Management) is viewed as key for the effective delivery
of pension administration services in an ever changing regulation
environment and stakeholder expectations.

Continued with the production and issue of Annual Benefit Statements
(ABS) for Deferred (individuals who have left the Scheme with a future
entitlement to pension benefits) and Active (contributing) Scheme
members. With the Dyfed Pension Fund again taking the lead, the ABS
production was undertaken on an all-Wales Pension Funds basis.
Regrettably, the inclusion of State Pension Benefit projections, as initiated
for the 2006 ABS's could not be delivered due to difficulties experienced
by the Department for Work and Pensions (DWP). Indeed a Ministerial
statement was issued advising of system difficulties with DWP where no

timeline was given for reinstating this data availability. As soon as this
aspect is addressed, your Pension Fund will include State Benefit
projections as they were both well received by the membership enabling
each individual to have a rounded view on their projected total pension
entitlement/replacement retirement income.

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

Continued with the production (reintroduced in April 2006) of 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
as outlined above.

Continued the engagement with colleague LGPS Fund authorities in
Wales to examine available partnership opportunities and share best
practice in Scheme administration. The Dyfed Fund taking the lead on a
number of exercises including specific Newsletters outlining changes to
Scheme rules, development of the new style Annual Benefit Statements
and production of a number of specific 'fact sheets' on key legislative
aspects.

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

Introduced new document imaging technology with the longer term aim
of reducing paper, improving workflow and service timelines to all
stakeholders.

Maintained and updated the Pension Fund website

Completed the realignment of your Pension Section which included the
appointment of a Communication Officer to meet increasing stakeholder
demands in this increasingly key area.
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A schedule of employers (as at 31st March 2008) 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:

Membership Statistics 31st March 2007 31st March 2008

Contributors 17,165 17,884
Deferred Pensioners/
Undecided Withdrawals 9,268 9,467
Pensioners 7,625 7,906
Total 34,058 35,257

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 Fire-fighter's Pension Schemes for the Dyfed Powys Police and Mid &
West Wales Fire authorities.

The New-Look LGPS

DCLG's original intention was for the Regulations governing the new-look
LGPS to be available by April 2007. This would have provided both Employers
and Administering Pension Fund authorities a year to ensure that systems,
documentation and relevant processes were amended to ensure a seamless
transfer to the new provisions. Quite clearly that did not happen and certain
key guidance was still outstanding by April 2008 with further legislative
amendments anticipated. Collaborative working with DCLG, The Local
Government Employers Organisation, Pension System provider and colleague
authorities ensured that, as far as possible, all known changes were
implemented by the due date.

Last years' Annual Report outlined the proposed changes as then known, and
while many have flowed through, without amendment to actual regulation, it
is worthwhile outlining the key changes covering

Membership
Contributions
Ill health retirement, and
Cohabiting partner benefits

Membership - Current Scheme members simply transferred automatically to
the new Scheme on 1st April 2008. Future eligibility is restricted to employees
with a contract of 3 months or more.

Contributions - the pre-1st April Scheme provided that each member
contributed at a standard rate of 6%, while certain former 'manual' workers,
who joined the LGPS before the 1st April 1998 retained a 'protected' 5%
contribution rate. From 1st April 2008, the new-look Scheme introduced the
concept of banded contribution rates linked to earnings as follows:

Earnings Range Contribution Rate

less than £12,000 5.5%
£12,000 & under £14,000 5.8%
£14,000 & under £18,000 5.9%
£18,000 & under £30,000 6.5%
£30,000 & under £40,000 6.8%
£40,000 & under £75,000 7.2%
£75,000 + 7.5%
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The Regulations further provide that:

Part time employees will contribute on the basis of their full time
equivalent pay,

Full time term-time employee's contribution will be based on actual
earnings,

Part time term timers will contribute on the basis of a full time
term-timers pay

The above earnings range will increase annually by the change in the
Retail Price Index rounded to the nearest £100

Responsibility for determining an individual's earnings and the resultant
contribution rate, including notification requirements falls as the responsibility
of the Employer. Where an individual holds more than one post with an
Employer, a separate assessment will be required for each post held.

The protected 5% contribution rate for the former 'manual worker' category
is phased out on the following basis:

April 2008 - the contribution rate increases to 5.25%
April 2009 - the contribution rate increases to 5.5%
April 2010 - the contribution rate increases to 6.5% (or their respective
earnings/contribution band if lower)
April 2011 - the protection period ends

Ill health - From April 2008, the new-look Scheme introduced tiered ill
health awards with more targeted benefits linked to capacity to undertake
future gainful employment. Transitional protection applies until 30th Septem-
ber 2008 where ill health retirements will be assessed under the provisions of
both the 1997 and 2008 LGPS arrangements to determine the ultimate
awards due. In the longer term, current Scheme members (i.e. those who
were Scheme members as at 31st March 2008) aged 45 or over at the 31st
March 2008 will continue to have their ill health enhancements at a level no
lower than those provided by the 1997 LDPS Regulations.
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The qualifying period for ill health enhancements is reduced from 5 to 3
months membership, and where employment is terminated as a consequence
of permanent ill health, pension benefits will be based on accrued
membership, plus:

Tier 1 - 100% of prospective membership between the date of leaving
and age 65 where the member has no reasonable prospect of obtaining
further gainful employment before age 65.

Tier 2 - 25% of prospective membership between the date of leaving and
age 65 where the member is unlikely to obtain gainful employment
within a reasonable time but is likely to obtain gainful employment before
age 65.

Tier 3 - no enhancements (subject to transitional or extended protections
as outlined above). Such award of benefits will be time limited for a
period of three years, where the Employer will be required to review the
case some 18 months after the date of termination and refer the matter
back for further consideration and certification of an Independent
Registered Medical Practitioner qualified in Occupational Health Medicine.
Pension benefits will cease if the member undertakes gainful employment
during this period or at the end of the 3 year period unless the matter is
subsequently certified to fall into the 2nd Tier category.

Gainful Employment - is defined as 'paid employment for not less than
30 hours per week for a period of not less than 12 months'

DCLG intend consulting and subsequently issuing 'Statutory Ill Health
Guidance' to advise employers and independent medical practitioners, what
they must take into account when carrying out their functions under the new
three tier ill health arrangements that came into effect on 1st April 2008.
The aim is to ensure greater consistency in decision making across local
authorities in England and Wales. It is anticipated that the statutory guidance
will be formally issued later during 2008.
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Cohabiting Partners benefits - From 1st April 2008, the new-look LGPS
will provide a pension to not only a spouse or Civil Partner, but also to a nom-
inated cohabiting partner. Certain conditions are set by Regulation as follows:

Individual A is able to marry, or form a civil partnership with B,

A and B are living together as if they were husband and wife or as if they
were civil partners,

Neither A nor B is living with a third person as if they were husband or
wife or as if they were civil partners, and

Either B is financially dependent on A or A and B are financially
inter-dependent.

Further guidance in this area is anticipated to be issued centrally where
further information will be available from the Employer or via the
Dyfed Pension Fund website at www.dyfedpensionfund.org.uk

Pension Benefits - the new-look LGPS retains its 'Final Salary' status where
benefits on service from 1st April 2008 will only provide a pension at an
increased 1/60ths basis. Scheme members may convert an element of
pension into a tax-free lump sum on the basis of £12 for each £1 of pension.
Service to 31st March 2008 will continue to be based on 1/80ths Pension and
a 3/80ths Lump Sum assessed generally on final salary paid in the year to
date of termination.

Councillor Pensions - the new-look LGPS has no impact on the provisions
for elected member pensions. Their arrangements continue to be:

Based on a Career Average basis
Contributions are still 6% of 'pay' with
Benefits accruing on a 1/80ths basis for Pensions and 3/80ths Lump Sum
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Looking Forward

Looking back on the past years inevitably leads to the conclusion that change
in the pensions environment and indeed the LGPS is a constant that shows
no sign of abating. A number of issues loom on the horizon which include:

The statutory guidance on ill health (as mentioned above)

Anticipated changes arising from future cost sharing provisions for the
new-look Scheme. This is intended to be in force by 31st March 2009 to
ensure the continued viability and affordability of the LGPS moving
forward.

Conclusion of the consultation undertaken during 2006-2007 on the
protections afforded under the '85-year rule' provisions for individuals
currently in receipt of tapering protections i.e. individuals who would
attain age 60 between 1st April 2016 and 31st March 2020.

In addition to their core functions, your Pension Section intends to:

In conjunction with participating employers and Staff Side representatives,
conduct a rolling programme of presentations to advise Scheme members
of the key changes and benefits of the new-look Scheme.

Undertake a full review of all literature, sectional documentation, Scheme
guides and fact sheets and update them in line with the revised
Regulations and GAD guidance issued centrally.

Fully revamp the Pension Fund website to ensure that it deals with all the
new-look LGPS Scheme changes.

As ever, change is the only constant within the pensions environment with
the LGPS no different. 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.
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The Actuary’s View
At least every three years, the financial position of the Dyfed Pension Fund is
monitored when the Fund Actuary (Mercer Limited) carries out a full actuarial
valuation. An actuarial valuation is complex and a great deal of work and
discussion is needed before the results can be finalised. Every member of the
Fund has to be taken into account, each with their own set of calculations
and figures.

A major part of the valuation involves calculating the liabilities of the Fund.
This is the amount of money required at the valuation date so the Fund can
pay all of the members’ benefits that they have accrued up to that date. As
these benefits will be paid for many years to come (for example a 20 year old
employee might not retire for another 45 years, before receiving a pension
for years or even decades) the Actuary needs to make assumptions about
what might happen in the future. This includes making allowance for things
such as employees working up to retirement or leaving work early for some
other reason – simply out of choice or perhaps due to ill-health or even
death. Assumptions are also made for pay growth as the benefits need to be
calculated using the members’ pay when they leave pensionable
employment, not at the valuation date. Similar assumptions are made for
members in receipt of a pension and also preserved pensioners.

An important assumption that needs to be made in respect of all members is
that of mortality – how long will people live for? This is a big question in the
pensions industry at the moment as analysis is showing that people are living
longer and longer. This has financial implications for pension schemes
because as pensioners live longer, their pensions are paid for longer – which
means more cost for the pension scheme. As part of the valuation process
the Actuary carried out a major analysis of the mortality experience of Local
Government Pension Funds throughout England and Wales. The results were
conclusive… Local Government Pension Scheme members are living longer
than ever before. Members of the Dyfed Pension Fund were no exception
and it seems that the trend is continuing – which is good news for members!
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In 2004, the valuation revealed a deficit position for the first time in many
years (i.e. the assets held by the Fund were insufficient to cover the value of
the Fund’s liabilities). Over the three years since then the investments of the
Fund performed very well indeed and the total assets increased by about
45% to over £1.1 billion. However, other factors (including making
allowance for the longer lifespan of the membership) impacted adversely on
the funding position. Overall though, the results of the most recent valuation
of the Fund, saw an improvement to the funding position compared to 2004
and the deficit figure was reduced.

The Fund and its Actuary spent a considerable amount of time deciding how
best to correct the deficit position. These discussions have been helped by
the Funding Strategy Statement – a document which sets out the Fund’s long
term view on funding its liabilities, including the time period over which
deficits should be recovered and all Fund employers have been consulted on
its content. The outcome of these deliberations is that the deficit identified is
to be recovered by additional employer contributions over a period of 20
years, the same period that was adopted at the last valuation.

Since the valuation date of 31 March 2007, investment markets have been
somewhat difficult and the funding position will have worsened since then.
However, it should be remembered that the Dyfed Pension Fund is still one
of the best funded local government pension schemes in the country.
The Fund is a long-term commitment and its benefits are guaranteed by law.
The funding position will continue to be monitored at regular intervals in the
future and appropriate action will be taken if necessary.

Mr Steve Jacquest
Actuary - Mercer Human Resource
Consulting Limited
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The Investment Team

Statement of Accounts
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 2007-2008. 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 2007-2008, 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 Account.

The Net Assets Statement.

The Statement by the Consulting Actuary.
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Fund Accounts
Fund Accounts for the Year Ended 31 March 2008 Net Assets Statement

2006-07 2007-08

£'000 Investment Assets: Note £'000

Fixed Interest Securites
0 -Public Sector 0

168,362 -Other 160,959
418,152 Quoted Equities 412,095
164,781 Index Linked Securities 165,451
15,207 Cash Like Funds 10,238
3,995 Liquidity Units 5,609

329,660 Unit Trusts - Other 332,214

1,100,157 Total Investments k 1,086,566

Investment with
8,140 Carmarthenshire CC 6,067
5,118 Debtors l 6,488

(4,325) Creditors l (9,215)

8,933 Net Current Assets m 3,340

1,109,090 Total Net Assets 1,089,906

2006-07 Contributions and Benefits Note 2007-08

£'000 £'000
Income

Contributions Receivable
32,251 From Employers d 38,749
13,707 From Employees/Members d 14,343
5,008 Transfer Values Inwards e 4,774

50,966 57,866
Expenditure

(33,695) Pensions Payable (35,806)
Lump Sum Benefits Payable

(7,797) - Retirement (8,553)
(575) - Death Grants (493)
(89) Commuted Pensions (138)

(4,068) Leavers f (1,852)
Administrative and other expenses

(851) borne by the scheme g (1,070)

(47,075) (47,912)

Net Additions (Withdrawals) from
3,891 dealings with Members 9,954

Returns on Investments

18,413 Investment Income h 20,178
Change in Market Value of Investments

60,299 Realised 18,774
(22,707) Unrealised i (66,465)
(2,876) Investment Management Expenses j (1,625)
53,129 Net Returns on Investments (29,138)

Net Increase (Decrease) in fund
57,020 during the year (19,184)

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

1,109,090 Closing Net Assets of Scheme 1,089,906

2006-07 2007-08

£'000 £'000

1,052,070 Opening Net Assets 1,109,090
19,428 Net New Money Invested 28,507

Change in Market Value of Investments
60,299 -Realised 18,774
(22,707) -Unrealised (66,465)

1,109,090 Closing Net Assets of Fund 1,089,906

Reconciliation of the Movement in Fund Net Assets
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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 person-
nel for whom separate pension arrangements apply. Regulations govern the
rate of contributions to be made by employees and the benefits payable.
There were 17,884 contributors and benefits were payable to 7,906
pensioners at year end. These figures reflect the recorded position at 31
March 2008 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, 2008.

(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 invest-
ment 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

2006-07 2007-08

£'000 £'000
Employer

27,705 Normal 32,275
500 Special 2,227

4,046 Additional 4,247

32,251 38,749

Employees

13,653 Normal 14,298
54 Additional Voluntary 45

13,707 14,343

2006-07 2007-08

£'000 £'000
Group transfers in from other

0 schemes 0

Individual transfers in from other
5,008 schemes 4,774

5,008 4,774
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(f) Payments to and on Account of Leavers

(g) Administration Expenses

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

jacalkjlkcjl

(h) Investment Income

Investment income was received as follows:

2006-07 2007-08

£'000 £'000

(89) Refunds to members leaving service (136)
Payments for members joining

0 state scheme 0
Purchase of annuities to match

0 preserved benefits 0
0 Group transfers to other schemes 0

(3,979) Individual transfers to other schemes (1,716)

(4,068) (1,852)

2006-07 2007-08

£'000 £'000

(783) Administration and processing (977)
(47) Actuarial fees (70)
(7) Audit fee (7)
(14) Legal and other professional fees (16)

(851) (1,070)

2006-07 2007-08

£'000 £'000

99 Interest from fixed interest securities 174
14,170 Dividends from Equities 15,600
2,853 Income from index linked securities 3,145

Income from pooled investment
716 vehicles 716
0 Net rents from properties 0

560 Interest on cash deposits 518
Share of profits/losses of associates

0 and joint ventures 0
15 Other income 25

18,413 20,178
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(i) Investments

During the year, investments purchased totalled £407m whilst sales totalled
£355m. The sales realised a net profit of £19m. 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.

(k) Investment Valuation

The investments shown in the net assets statement are shown at market
value as at 31st March, 2008.

Investments held in foreign currency have been valued and converted into
their sterling value using the relevant exchange rates prevailing at 31st
March, 2008.

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

Value at Purchases Sales Change in Value at
01.04.2007 at Cost Proceeds Market Value 31.03.2008

£'000 £'000 £'000 £'000 £'000

Fixed interest
securities 168,362 (1,521) (10,693) 4,811 160,959
Equities 418,152 350,493 (280,275) (76,275) 412,095
Index linked
securities 164,781 25,186 (37,747) 13,231 165,451
Pooled
investment
vehicles 344,867 32,505 (26,688) (8,232) 342,452
Properties 0 0 0 0 0
Other 0 0 0 0 0
AVC
investments 0 0 0 0 0

1,096,162 406,663 (355,403) (66,465) 1,080,957

Cash Deposit 3,995 5,609

1,100,157 1,086,566

2006-07 2007-08

BOOK MARKET INVESTMENT BOOK MARKET
COST VALUE TYPE COST VALUE
£'000 £'000 £'000 £'000

Fixed Interest

0 0 - Public Sector 0 0
155,597 168,362 - Other 143,384 160,959
364,700 418,152 Quoted Equities 434,751 412,095

Index Linked
150,718 164,781 Securities 138,156 165,451

Managed Funds

0 0 - Asset Allocation 0 0
15,017 15,207 - GASL 9,936 10,238
3,995 3,995 - Liquidity Units 5,609 5,609

Unit Trusts

0 0 - Property 276 280
236,335 329,660 - Other 246,815 331,934

0 0 Property 0 0

926,362 1,100,157 TOTALS 978,927 1,086,566
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(l) Debtors and Creditors

Debtors have increased in the year to 31st March 2008 when compared to
the year to 31st March 2007. Creditors have increased in the year to 31st
March 2008 when compared to the year to 31st March 2007.

(m) Net Current Assets and Liabilites

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

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 fund is set out in the Statement of Invest-
ment 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.

2006-07 2007-08

BOOK MARKET GEOGRAPHICAL BOOK MARKET
COST VALUE ANALYSIS COST VALUE
£'000 £'000 £'000 £'000

686,002 766,489 UK 726,503 749,011
66,326 114,468 Europe (excl UK) 67,914 120,279
98,622 104,609 US 107,263 102,358
28,937 34,055 Japan 37,343 35,983
46,475 80,536 Other 39,904 78,935

926,362 1,100,157 TOTALS 978,927 1,086,566

2006-07 2007-08

£'000 £'000

2,391 Contributions due from employer 2,578
(10) Unpaid benefits (175)

8,465 Cash Balances 6,068
2,402 Other current assets 3,908
(4,315) Other current liabilities (9,039)

8,933 3,340
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(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.

Statement By The Actuary

(1) Employer contribution rates payable during the year to 31 March 2008
were determined as part of the actuarial valuation of the Fund as at 31
March 2004.

(2) A further actuarial valuation of the Fund was carried out as at 31 March
2007 to determine the contribution rates with effect from 1 April 2008 to
31 March 2011. The results are contained in our report and certificate
dated 28 March 2008.

(3) The market value of the Fund’s assets at the valuation date was
£1,109.1 million and represented 92 per cent of the Fund’s accrued
liabilities, allowing for future pay increases.

(4) 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, 2008 were as follows:

(5) The contribution rates comprise a common rate of 13.1 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.

Receipts

£'000
Carmarthenshire County Council 24,140
Pembrokeshire County Council 11,039
Ceredigion County Council 8,115
Dyfed Powys Police Authority 2,993
West Wales Careers 1,137
Mid and West Wales Fire Authority 974
Coleg Sir Gar 881
Dyfed Powys Probation Service 838

Cash held by Carmarthenshire County Council
as at 31st March 2008 6,067

Percentage of Pensionable Pay
per annum

2008-09 2009-10 2010-11
% % %

Carmarthenshire County Council 15.1 15.8 16.6
Ceredigion County Council 13.2 14.2 15.2
Pembrokeshire County Council 13.3 14.0 14.7
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(6) 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.

(7) The funding plan adopted in assessing the contributions for each
individual employer is in accordance with the Funding Strategy Statement
(FSS). Different approaches may be adopted for different employers in
implementing contribution increases and deficit recovery periods, as
determined through the FSS consultation process.

(8) 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).

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

John Livesey
Fellow of the Institute of Actuaries
Mercer Limited

For Past Service For Future Service
liabilities liabilities

Rate of return on
investments

-pre-retirement: 6.9 per cent 6.5 per cent
per annum per annum

-post-retirement: 5.4 per cent 6.5 per cent
per annum per annum

Rate of pay increases: 4.85 per cent 4.5 per cent
per annum per annum

Rate of increase in prices: 3.1 per cent 2.75 per cent
per annum per annum
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were determined as part of the actuarial valuation of the Fund as at 31
-Employing Bodies Contribution Rates And
Contributions Receivable 2007-2008

Total Contributions Benefits
Contribution Receivable Payable

Rate
% £'000 £'000

Unitary Authorities
Ceredigion County Council 12.5 8,115 5,405
Carmarthenshire County Council 14.4 24,140 17,065
Pembrokeshire County Council 12.6 11,039 7,777

43,294 30,247

Other Major Employers
University College of Wales 20.2 89 64
Pembrokeshire College 8.9 408 108
Coleg Ceredigion 12.0 190 88
Coleg Sir Gar 11.2 881 403
Trinity College Carmarthen 11.0 417 215
Pembrokeshire Coast National Park 13.6 540 140
Dyfed Powys Probation Service 14.1 838 642
Dyfed-Powys Police Authority 13.5 2,993 1,123
Mid and West Wales Fire Authority 15.5 974 504
Dyfed Powys Magistrates Courts Committee 0.0 50 445

7,380 3,732

Other Employers
West Wales Valuation Tribunal 8.9 29 72
Haverfordwest Town Council 16.1 9 9
Carmarthen Town Council 18.7 45 53
Llanelli Town Council 16.4 41 33
Llanelli Rural Council 16.7 142 53
Tenby Town Council 1.2 2 13
Llanelli Burial Board 12.3 16 36
Llangennech Community Council 12.1 2 0
Gorslas Community Council 16.1 2 1
Llanarthney Community Council 21.4 1 0
Kidwelly Town Council 14.3 7 5
Pembrey and Burry Port Town Council 14.8 17 0
Llannon Community Council 12.9 11 81
Milford Haven Town Council 20.3 9 6
Llanbadarn Fawr Community Council 15.9 2 0
Welsh Books Council 12.2 203 121
Haverfodwest Swimming Pool 9.7 1 0
Carmarthenshire Federation of Young Farmers Clubs 15.1 7 0
Cardigan Swimming Pool Trust 0.0 1 0

547 483

38 Committed to Environmental, Social & Governance Investing Statement of Accounts



Total Contributions Benefits
Contribution Receivable Payable

Rate
% £'000 £'000

Other Employers
Prism 11.2 111 30
Coomb Cheshire Home 35.9 5 13
Narberth & District Community and
Sports Association 9.5 6 6
Iaith Cyf 7.6 50 6
West Wales Action for Mental Health 15.9 28 12
Aberystwyth Town Council 21.5 10 3
West Wales Careers 12.4 1,138 269
Carmarthen Family Centre 7.4 8 11
PLANED 9.6 69 0
Ceredigion Association for Voluntary
Services 11.3 66 28
Carmarthenshire Association for Voluntary
Services 12.2 55 0
Pembrokeshire Association for Voluntary
Services 10.5 72 0
Menter Iaith Myrddin 0.0 0 9
Menter Bro Dinefwr 7.7 35 0
Menter Cwm Gwendraeth 7.7 52 0
Menter Gorllewin Sir Gar 7.7 10 0
Menter Castell Nedd Port Talbot 7.7 8 0
Cartrefi Cymru 18.4 2 7
Other 146 10,134

1,871 10,528

Total 53,092 44,990

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
DVLA 100
NHS 100
Cartrefi Cymru 100
Welsh Water Authority 100

31.03.07 31.03.08

Contributors 17,165 17,884
Deferred
Pensioners 6,381 7,430
Pensioners 7,625 7,906

Total 31,171 33,220

Membership Statistics

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) Regu-
lations 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).
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Glossary of Terms
Active Management
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.

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.

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

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.

40 Committed to Environmental, Social & Governance Investing Glossary of Terms



Corporate Governance
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.

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.

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

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

Glossary of Terms

Investment Adviser
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.

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.

Out performance/Under performance
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.

Passive Management
(also called Indexation/Index Tracking)

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.

Glossary of Terms Committed to Environmental, Social & Governance Investing 41



Performance
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.

Performance Measurement
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.

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

Preserved Benefits
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.

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

Risk
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

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.
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