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Chairman’s Foreword

4

Diversification, in investment terms, means reducing risk by investing in
a variety of assets. Put at its simplest, “don’t put all your eggs in one

basket”!

In my eleventh year as chairman of the Dyfed Pension Fund, the Fund has
diversified into the property asset class for the first time. Schroders and
Partners Group were appointed in December 2009 to manage Pan European
property mandates. ese equate to approximately 10% of the Fund, with
Blackrock (formerly Barclays Global Investors) still managing the remaining
90%. 

is decision has not been taken lightly. Following many years of deliberation
between the Pension Panel, its officers and the independent adviser as to the
relative merits of the asset class, a thorough tender exercise was undertaken
and the above managers were appointed. I am confident that we will have a
successful working relationship and over the medium and long term all
stakeholders will benefit.

e market value of the Fund is now risen to over the £1bn mark again! 

e last few years have not been pleasant for local government pension funds
but equity markets have recovered strongly and the Dyfed Pension Fund has
made a positive return of 37.3% for the 12 months to 31 March 2010. is is
welcome news for all of us. Let’s hope that the economic stability will
continue.

e triennial valuation is upon us once again. It is now set in statute that all
data has to be sent to our actuary by 31 August 2010. At the time of writing
I am reliably informed that this deadline has been met and so we wait with
bated breath for the results in late autumn. I expect the solvency level to be
lower than the 92% as at 31 March 2007 but higher than if it had been
calculated this time last year!!! e priority again this time around will be to
keep the increase in employer contribution rates to a minimum and I know
that panel members, officers and the actuary will work closely to ensure that
this is the case.

Year
Value of Assets 

(£m)

2000-2001 716

2001-2002 723

2002-2003 615

2003-2004 761

2004-2005 848

2005-2006 1,048

2006-2007 1,104

2007-2008 1,086

2008-2009 889

2009-2010 1,234



Councillor Wyn Evans
Chairman of the Dyfed Pension Fund Panel 
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As you are aware from previous annual reports, there are many organisations
and individuals that have input into the smooth running of a local
government pension scheme. Two of these, the custodian and the
independent adviser, have their contracts up for renewal. Officers will be
tendering for these contracts in the coming months and they will keep panel
members informed of developments. e exercise will be completed this
year.

e Exchequer Services Manager, Mr David Lewis retires on 30 September
2010. Amongst his numerous responsibilities is the management of the
pension administration section within Carmarthenshire County Council. He
is well known to most people associated with the Dyfed Pension Fund, if not
the local government pension industry throughout Wales. David has been
working for the authority for over 35 years and, with the help of his staff, has
successfully built up this section to be one of the most proactive and
enthusiastic in Wales. I would personally like to thank David for his
commitment, professionalism and friendship over the years and wish him a
long and healthy retirement. He will be a hard act to follow but thanks to his
development of a team ethos over the years I’m sure that the section will
continue to provide the excellent service expected of them.

I would like to thank Councillor Siân omas, Councillor Terry Davies and
Councillor Philip Hughes for their panel contributions during the year and
the officers for their diligence and support in these continuing challenging
times in local government.  

My observations will be developed further in this report and I hope you
continue to find the Dyfed Pension Fund’s Annual Report and Accounts an
informative and enjoyable read. 



Introduction

It is important to remember that a local government pension scheme has to
“move with the times” and strive to mitigate the risks associated with it.

I reported here last year that panel had approved the search for a property fund
manager. e response from the market was good and the calibre of managers
that tendered varied but, as the chairman has mentioned, two stood out.
Schroders have been managing property mandates for local government and
corporate pension schemes for many years. ey have an experienced team,
are a well run company and are proactive in their search for core investment
opportunities. Partners Group have an established global property team and
will make investments on our behalf in proven niche property funds. I’m sure
you will find their reports interesting and informative.

Global markets have made an unprecedented recovery since my gloomy
overview last year. e bank bail outs and quantitative easing measures have
contributed to this recovery but there is still doubt over whether we have
reached stability in the world economy. Talk of double dip recession is still very
much in vogue and economic commentators are still unsure what effect the
crippling public sector cuts over the next few years will have on market
confidence and the economy, so it’s a “wait and see” approach at the moment. 

Our fund returned 37.3% for the year which is the first positive return since
2007. It is welcome news for all stakeholders and certainly goes towards
alleviating the terrible funding position the Fund would have had if this
recovery had not happened. I have already started discussions with colleagues
on how we could minimise the increase in future employer contributions
following the triennial valuation. We will have a formal meeting with Mercer,
the Fund’s actuary, in late autumn to discuss and comment on their initial
results and provide a suitable strategy for contributions going forward.

Our pension investments team have been busy with the custody and
independent adviser contracts. Not all local government pension schemes
regularly tender for these contracts. We have decided that it is in the interest
of all stakeholders that we “test the market” and challenge our current
providers to ensure we get value for money and a company or individual who
is an expert in their field.

At the same time as we welcome new faces to the investment side of the Fund,
we must also bid farewell to perhaps the most familiar face to employers on
the Administration side. After 30 years of loyal service to the Fund, David “Dai”
Lewis, has decided to call it a day and I am sure I speak on behalf of everyone
associated with the fund  and indeed the local government pension scheme
nationally in wishing David all the very best in retirement and to thank him
for his invaluable contribution over the years. 

I am personally indebted to David as he was primarily responsible for bringing
me up to speed on pension matters when I first become involved with the fund
back in 1997. However any misapplication of the knowledge he bestowed on
me rests fairly at my door!

EQUITIES
BONDS

PROPERTY

CASH
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Staying with the diversification theme, following the appointment of Schroders
and Partners Group, the Fund now has diversified to three investment
managers. BlackRock (formally BGI) were obviously aware of our property
searches and I would like to thank Mr Lindsay Tomlinson and his team for the
professional and efficient way they assisted in the realignment of the portfolio.
I would also like to congratulate Lindsay on his successful first year as chairman
of the National Association of Pension Funds (NAPF). 

Finally, as noted elsewhere in the report, despite the turmoil of recent years,
local government pensions are not going to be given a period for consolidation.
A change to the inflationary link to pension increases has already been
announced, the outcome of the triennial valuation is imminent and who can
predict what the Hutton commission will bring forth.

Looking on the bright side they do say “change is as good as a rest”.

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

   

£37m

Top 10 equity holdings by market value
31 March 2010

£30m

£23m

£20m

£18m

£17m

£16m

£15m

£14m

£13m
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e Custody of the Dyfed Pension Fund 

HSBC Bank PLC has been the custodian for the assets of the Fund for
many years. Regular “health checks” have been undertaken to ensure

that the Bank provides the Fund with value for money. e core services
that the custodian provides are:

• Asset safekeeping 

• Trade settlement

• Dividend collection

• Tax reclaim processing

• Corporate action processing

• General banking e.g. cash transfers

e decision to invest in the property asset class and the currency issues
that arise have necessitated the need to expand the services that the
custodian provides. is, together with the fact that the service had not
been tendered for many years, has meant that a full OJEU tender exercise
has been procured. Mercer was appointed as a consultant to assist officers
in this process and tenders were received at the end of August 2010. Results
will be known in the autumn. 

e Independent Adviser for the
Dyfed Pension Fund
Mr Eric Lambert has been the independent adviser for the Fund since 2005.
Mr Lambert was employed by State Street (the parent company of WM
Performance Services) and is now self employed. It was agreed that Mr
Lambert would provide this service until the contract with State Street
expired. e Fund is now obliged to tender for this service. e results of
this exercise will not be known until December 2010. 

e services that Mr Eric Lambert provides include:

• Attendance at Dyfed Pension Fund Panel meetings, at least three in
London and one in Carmarthen each year. 

• Attendance, as required, at meetings regarding the appointment of
investment managers and other specialist investment providers.

• Advising on investment asset allocation policy proposals, questioning
and challenging investment managers and other specialist providers
regarding performance, investment activity and the suitability of
investment strategy. 

• Attendance and presentation to the Dyfed Pension Fund Annual
Consultative Meeting in Carmarthen in September each year. 

• Advising on corporate governance and socially responsible investment
issues, interpretation of new legislation affecting pension fund
investments, risk assessment and monitoring, property, private equity,
hedge fund and other alternative investment issues.

• Contribution of an article to the Dyfed Pension Fund Annual Report and
Accounts.

Fund Investment Report
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e LGPS (Management and
Investment of Funds) Regulations 2009
Following a statutory consultation which ended in April 2009, the above
regulations came into force on 1 January 2010.  ese regulations revoked
and replaced the Local Government Pension Scheme (Management and
Investment of Funds) Regulations 1998.  e 2009 Regulations made a
number of changes to the 1998 regulations. e main changes are: 

• From 1st April 2011, administering authorities should have separate
bank accounts for the Pension Fund.

• Administering authorities should have an explicit, but limited, power to
borrow for up to 90 days, for the cash flow purposes of its Pension Fund.

• e authority’s Statement of Investment Principles (SIP) should include
information about its policy on risk and its policy on the lending of
stocks or other securities from its Pension Fund. 

e issue of Pension Fund cash being pooled with the cash balances of the
administering authority was also included in the Regulations and following
further informal guidance from e Communities and Local Government
Department, it was agreed that pooling could continue as long as: 

• the Pension Panel makes a request that the Pension Fund cash assets be
pooled with the Council’s assets.

• the pooling is for the purpose of treasury management of Pension Fund
cash only and the Pension Fund does not lend to the Council.

• the Pension Fund cash has the same economic rights as the Council cash.

• there is a formal framework for how this is conducted. 

e Pension Panel have approved the pooling criteria set out above.

Investment Performance 
e Dyfed Pension Fund has once again outperformed the local authority
weighted average, returning 37.3% compared to 35.2% respectively for 2009-10.

It was, as in 2008-2009, ranked 35th in the universe of UK local authority pension
funds. 

is is the best return for the Fund in over 30 years. It has certainly “bounced
back” from the dramatic -18.8% return of 2008-2009 and has resulted in the
market value breaking the £1bn barrier again!!

It is however disappointing to report that it underperformed the benchmark by
0.8% with stock selection of UK Equities being the main contributing factor. e
Fund should benefit from the access it has to the combined equity products of
Blackrock and in the near future the underperformance of UK Equities will be
addressed. 

e returns are shown in the tables overleaf.

It must be noted that Schroders and Partners Group are not included in 
the performance figures as they made no significant investments until late 
March 2010.
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Summary

Fund Return 37.3

Benchmark Return 38.4

Relative Performance -0.8

attributable to:

Asset Allocation -0.1

Stock Selection -0.7

0

5

-5

UK 
Equities Cash GTAA

Total
Fund

Fund Start  37.9    1.2     1.1     
Fund End  38.5    1.5     1.0     
BM Start  39.0    1.0          
BM End  39.5    1.0       
Impact   -0.1    0.1    -0.1        -0.1

Relative 
Weighting 

%

Asset Allocation

0

4

-4

UK 
Equities

UK Gov
Bond

UK Corp
Bond

Total
Fund

Fund    50.0    5.7     24.7          10.3          

Benchmark  51.7    3.3     26.5       12.1         

Impact   -0.5    0.1      -0.1       -0.2          -0.7

-2

2

Relative
Return

%

Stock Selection
UK

Index 
Linked
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e Dyfed Pension Fund Panel,
Officers, Advisers, Managers and
Consultants   
e Fund’s Governance Policy sets out the roles and responsibilities of the
Panel. 

During 2009-2010 the Panel members were:

Councillor Wyn Evans – Chairman of the Panel

Councillor Terry Davies (MBE) – Panel Member 

Councillor Siân omas – Panel Member

Councillor Philip Hughes – Substitute Panel Member

Councillor Philip Hughes replaced Councillor Clive Scourfield during 
the year.

e Panel met four times with BlackRock in 2009-2010 and attended
additional panel meetings in April 2009 and March 2010. e Annual
Consultative Meeting was held in September 2009. 

e 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

e Panel and officers attended various training courses, seminars and
conferences on administration and investment matters. ese were
provided by the fund managers, consultants, the above officers, national
and local government associations.

e Independent Adviser to the Fund is:

Mr Eric Lambert – who advises Panel on all aspects of investment
management at quarterly meetings and ad hoc meetings as necessary.

Other managers and consultants who contribute to the Fund are:

BlackRock, Schroders, Partners Group – Investment Managers

WM Performance Services – Performance Measurement Company

HSBC Securities Services – Custodian

Eversheds – Legal Advisers

Mercer – Actuary and Investment Consultant

Wales Audit Office – External Auditor

 
e Dyfed Pension Fund is a member of the National Association of Pension
Funds (NAPF), the Local Authority Pension Fund Forum (LAPFF) and the
CIPFA Pensions Network. 
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Overview

Pension fund management is a long term investment activity.  Assets are
accumulated throughout a member’s working life and are drawn down

to provide a lifetime income during retirement.  As those assets are invested
over long periods of time they are important sources of capital to the
economy, as well as underpinning the benefits to which members are
entitled.

e key investment principle is that the assets held should be long-term
assets which should constitute a diversified portfolio well spread across the
various investment opportunities.  During the run up to the financial crisis
some financial institutions lost sight of this key principle.

e Dyfed Pension Fund has always had a clear view of its objectives.
Whilst being innovative, it has always recognised the need to invest on a
long term basis and to maintain a conservative and diversified portfolio.
is approach has stood the Fund in good stead during the financial crisis
and in the subsequent market recovery.

e economic outlook remains bleak, but it is at times like these that the
members of the Dyfed Pension Fund can take reassurance from the fact that
their benefits are backed by a substantial, diversified, long term fund.

BlackRock Investment Report

Mr Lindsay Tomlinson (OBE)
Managing Director, BlackRock
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Introduction

In this report, we provide an overview of your Fund’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.

e graph opposite shows the performance of various assets during the year
under review.  

It has been a very good year for the equity investor following a sea change in
investor sentiment in March 2009.  In stark contrast to the index numbers
reported in the 2008-2009 annual report, equity market returns to a sterling
investor have been strongly positive in the 2009-2010 Fund year.  Furthermore,
we have seen significant falls in equity market volatility from the extreme highs
of late 2008 as economic conditions and indicators improved.  In summary,
the financial year ending 31 March 2010 has seen an unprecedented equity
market recovery and return to near normal levels of volatility.  

Returns to the bond investor have not been as strong and vary by asset class.
Corporate bond valuations have recovered significantly from the extreme levels
we saw in late 2008/early 2009 and have therefore outperformed government
bonds by a large margin.  Index-linked gilts have remained in strong demand
as pension funds and other institutions seek future inflation protection.  Finally,
government bond markets have not been without trouble over the last 12
months.  In general investors began to express concerns over the size of
sovereign balance sheets and the ability of countries to service their debt.  
is was most marked in the southern European countries, but worries were
voiced over debt levels in many government bond markets.

We cover the events of the past year in more detail later in
the report, which we hope you will find

informative and interesting. 

Market returns for the year ended 31.03.10

Manager update
On 1 December 2009, Barclays Global Investors merged with BlackRock to
form a single, fully-integrated and independent investment management
company called BlackRock. e investment management agreement
between the Dyfed Pension Fund and Barclays Global Investors Ltd (BGIL)
remains in force through the contracting body BGIL having been renamed
BlackRock Advisers (UK) Ltd. 
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Changes to the portfolio
From 1 April 2009 until mid March 2010 there were no changes to
portfolio strategy implemented in January 2006.  However, in mid March
2010 the Pension Panel asked BlackRock to split the portfolio in two, with
90% of assets forming the “Main Portfolio” and the balance going to the
“Warehoused Portfolio” which will be disinvested over time to fund
property portfolios with Schroders and Partners Group.  e expectation
is that the Warehoused Portfolio will wind-down to a zero holding over
approximately 18 months.

BlackRock’s mandates at 31 March 2010 are set out in the following tables:

Annual performance summary
In the Scheme year to 31 March 2010, BlackRock’s investment return for
the Dyfed Pension Fund was 37.3% compared to a bespoke benchmark
return of 38.4%.  

Looking at the equity funds first, BlackRock’s scientific active equity
process has had a challenging year.  By and large, the same broad themes
apply through the 12 month period and across markets.

e sudden turn in investor sentiment in March 2009 was characterised
by a significant rally in low-quality stocks, exactly the type of securities
BlackRock’s scientific investment process does not tend to select.   Against
this, it has been a period in which “value” as a whole performed well as
the stocks which suffered most in 2008 had become very cheap and
therefore looked attractive on a pure valuation basis.  However, the low-
quality high-risk nature of these stocks meant our portfolios were
underweight   the names that rebounded most.  Lastly, sentiment as a
signal detracted throughout the year.   is was due to the unprecedented
speed of the equity rally from March 2009 which caught out informed
investors such as analysts whose recommendations lagged the market for
much of the year.

Asset Class Benchmark Range
allocation (%)                    (%)

All-Stocks Gilts 50 n/a

All-Stocks Index-Linked Gilts 50 n/a

TOTAL 100

Asset Class Benchmark Range
allocation (%)  (%)

UK equities 43.5 +/-1.5

Total overseas equities 33.5 +/- 1.5

North American equities 11.0 +/- 5.0

US Equities 10.3

Canada Equities 0.7

Japan Equities 4.0 +/- 5.0

Europe Equities 11.0 +/- 5.0

Pacific Rim Equities 3.8 0.0–8.8

Emerging Markets Equities 3.7 0.0–8.7

Fixed income 22.0 +/- 1.5

All-Stocks Corporate Bonds 11.0 +/- 5.0

All-Stocks Index-Linked Gilts 11.0 +/- 5.0

Cash 1.0 0.0–2.5

Global Ascent (Sterling) Ltd 1.0 +/- 0.5

Physical cash 0.0 0.0 -1.0

TOTAL 100

14



Against this background, BlackRock’s active equity funds have struggled to
add value. e active UK equity portfolio has had a weak year, and at 39%
of the Dyfed Fund’s assets, has had the single largest impact on overall Fund
performance.  e overall overseas equity portfolio was marginally ahead
of the median benchmark, although the largest holdings here, the actively
managed US, Europe and Japanese equity funds all underperformed their
internal index and Dyfed Pension Fund-specific benchmarks.

e fixed interest portfolio returns are worthy of note.  BlackRock’s returns
in the actively managed UK government and corporate bond funds have
beaten the respective index benchmarks which BlackRock manages the
funds against.  However the Dyfed Pension Fund’s benchmark is the
respective WM medians which are ahead of index showing performance
shortfall in the corporate bond fund.  In the Gilt fund, outperformance came
predominantly from the tactical tilt into corporate bonds which benefitted
the fund as corporate bonds outperformed UK government bonds through
the year.  In the corporate bond fund, industry and security selection was a
major factor in fund performance.  A tilt to lower graded corporate bonds
also boosted returns. e index-tracking index-linked gilts portfolio
performed in line with expectations and matched the relevant bond index,
although as the WM universe of index-linked gilt accounts contains active
and index-tracking funds, the WM median actually beat the index. 

Finally, BlackRock’s Global Ascent fund has had a very good year.  is gives
the Dyfed Pension Fund access to a tactical asset allocation overlay based
on global macroeconomic factors.  Global Ascent added value throughout
the year and in doing so beat its cash benchmark by a significant margin.

Market & economic review
Following the serious imbalances, difficult credit conditions, rising
unemployment and high personal debt at the start of 2009, the summer
period saw confidence growing that the global economy was turning
around. In the UK, the Bank of England kept interest rates on hold.
However, it surprised the market by extending its quantitative easing
programme, putting pressure on sterling. 

Investors’ appetite for risk continued to improve over the autumn and
winter as further signs emerged that the global economic recovery was
gathering momentum. Indeed, the US economy emerged from recession
with reports of 2.2% annualised growth for the third quarter. Overall, the
euro zone emerged from recession in the third quarter with modest gross
domestic product growth and the equity market saw further gains. On the
other hand, the UK economy failed to emerge from recession as concerns
grew over the size of fiscal deficits. Nevertheless, the UK stock market made
headway thanks to extremely loose monetary policy and sterling’s weakness. 

At the start of 2010 leading US  economic indicators remained strong. In
Europe, the focus was on the fiscal challenges facing several peripheral euro
zone economies, most notably Greece. Greece took steps to reduce its
deficit by announcing a new austerity plan, together with a bailout plan
involving the EU and International Monetary Fund. e UK was also the
focus of fiscal concerns with public sector debt reaching 12% of GDP and
the looming possibility of hung parliament. Nevertheless, the UK stock
market enjoyed a positive quarter. e Japanese stock market made a strong
start to 2010, being one of the best performing markets in the first quarter.
While Japan’s long-term economic problems are serious, the current
economic momentum is positive with a variety of indicators and surveys
suggesting that the economy is on a sharply improving trend.
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Contact over the year
Over the review period, BlackRock reported formally to the Investment
Panel four times.  ree of these meetings were held at BlackRock’s offices
in London, the fourth being immediately prior to the Annual Consultative
Meeting in Carmarthen.  BlackRock also presented to sponsoring employers
at the Annual Consultative Meeting in September.

In conjunction with the formal Panel meetings, BlackRock has provided
investment training to Panel members and Council officers.  Topics covered
have been:

• the merits of a global verses regional equity investment strategy

• corporate governance at BlackRock

• active verses passive investing

• an introduction to fundamental active UK equity investing at 
BlackRock

e importance of diversification
remains intact
e market dislocation we saw in 2008 led to a significant increase in
correlations between all types of asset classes. While this clearly showed the
limits of diversification in the face of truly exceptional market volatility,
when several markets registered the worst downturn in their history, it does
by no means negate the value of this key investment principle. On the
contrary, genuinely diversified pension schemes will have withstood the
onslaught to a greater degree. 

Both common sense and investment theory suggest that diversifying your
sources of risk and return is a prudent and sound approach than can
improve your risk-adjusted returns over the long term. e fact that
diversification did not work as well as it should have in the face of
exceptional market volatility, does not negate its validity in the new world.
Just as it is not a good idea to drive solely by looking in the rear view mirror,
it is unwise to base one’s investment decisions solely on what happened in
the past. 

e challenge, however, is to understand fully the underlying return drivers
and risk factors of each asset class and their relationship with other asset
classes. is is particularly difficult to do in the alternatives area and this
was highlighted by the 2008 market turmoil, when many pension schemes
discovered that some of their alternative assets were in effect repackaged
traditional assets with high gearing. 

More generally, we have seen that relationships between assets are not set
in stone and require dynamic asset allocation. Pension schemes will want
to continue their diversification both within the mainstream asset classes
and within alternatives, but they will be more cognisant of the challenges.
In the case of alternatives, given the difficult
market circumstances they will also look for
more expert input in terms of timing, risk
management but also strategy/manager
selection as we will see increased divergence
in returns. Consequently, we believe that
there will be an increased interest in holistic
diversified alternatives solutions. 

Mr Ian Davidson
Client Director, BlackRock
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Background 
At the end of 2009, a decision was made to allocate £100 million to property,
and Schroders was appointed to manage an £88 million pan European
property multi-manager mandate. A “multi-manager” strategy is essentially
a way of gaining access to direct bricks and mortar through a number of
property funds. ere are numerous benefits to this approach including
diversification of both assets and managers, access to specialist managers,
as well as not having the day to day administration of buying and managing
direct property.

Why Property?
Property investments have historically been included in portfolios as
property has a low correlation with other asset classes, a relatively high
income return and has some inflation hedging characteristics.

Total return % per year

Source: Datastream, Schroders and IPD - December 2009

e UK property market is unique in that it has historically benefitted
from upward only rent reviews. is means that the contracted rent is
payable even if the prevailing market rate is lower. From an investor’s
perspective, this is attractive as it means the income component of a
return has some certainty to it, and, given upward only rent reviews, the
income component has the ability to increase every time there is a rent
review and rental values have increased, but does not fall if rental values
have declined. e correlation of income returns with inflation, and the
stability of the income returns are shown overleaf.

Schroders Investment Report
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View of a site held in the Industrial Property Investment Fund, in which Dyfed Pension Fund
has made an investment
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Comparison of the income returns from property and equities to average earnings and inflation.

Source: Datastream, Schroders and IPD. December 2009

Comparison of the returns of property, equities and gilts and a chart showing that the correlation of equity returns
to property and gilts

Source: Datastream, Schroders and IPD. December 2009
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Why Now?
e UK property market is cyclical and so choosing the time to enter the market is
important if the allocation is to deliver on its investment objective. e chart below shows
that the market peaked in 2007 when average income yields were 4.6% - the lower the yield,
the higher the price (Source: IPD Monthly Index). Historically, property has been
considered fair value when its yield is 1.5% to 2.0% higher than government bonds; as at
the end of May 2010, the property yield was 6.6% and 10 year government bonds were 3.3%
on 12 July 2010.

Source: Schroders and IPD. May 2010

June 2009 was the trough in the UK market, and a point when property looked relatively
cheap compared to other asset classes. It was at this time that Dyfed was formulating its
decision to make an allocation to property. Schroders was appointed in February 2010 when
property values were still some 37% lower than at their peak in 2007 and the property yield
was still relatively attractive at 6.8%. 

Schroders’ mandate also includes the ability to invest in continental Europe. Following the
global financial crisis, all real estate markets around the world saw a downturn. e extent
of the fall, and also the recovery of markets has varied between regions, sectors and
property types. Continental European markets have generally lagged the UK market by 12-
18 months.   

%
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Schroders’ Credentials
Schroders has managed property funds since 1971 and had £8.1 billion of
property assets under management as at end March 2010. It has 97 people
employed in this field who are located in nine different European offices
including London, Frankfurt, Amsterdam, Milan and Stockholm.

Its property multi-manager business was established in 1997 and as at the
end of March 2010 had £1.8 billion of assets under management and was
invested in over 40 different funds across Europe. Its property multi-
manager team is run as an independent team and has nine people working
in it.

Schroders has a varied client base including 12 UK local authority property
multi-manager clients (as at the end of March 2010). 

Portfolio Strategy
Schroders’ investment objective is to out-perform a UK pooled property
fund index (the IPD Pooled Property Funds Indices – all balanced funds
weighted average) by 0.75% per annum over a rolling 5 year period. Various
investment parameters have been agreed to ensure that the portfolio is well
diversified across managers, property sectors and regions.

Property is distinguishable from other asset classes as it is relatively
expensive to trade - the round trip cost of selling and buying an asset could
be as much as 7% of the value of the asset – and is also a relatively illiquid
asset class. Given these characteristics, the deployment of the property
strategy is likely to take 12-18months. 

Properties held in the Henderson Retail Warehouse Fund, and the Unite Student
Accommodation Fund

European Property Market Overview
e investment process adopted by Schroders has “top down and bottom
up” elements. e “top down” component is one by which they identify the
sectors and regions of markets, through macro research, which they feel are
likely to out-perform the market in general. e “bottom up” element is a
much more micro approach and involves analysing in detail actual
investment opportunities. erefore, the top down analysis guides the fund
manager to preferred markets and the bottom up process is the method by
which investments in the favoured markets are selected and monitored.

e graph opposite shows the sectors that Schroders currently favours in
the UK relative to market weightings. It shows that offices, particularly
central London, are preferred to the retail sector. Schroders also has a bias
to income and locations that are less likely to be adversely affected by
government spending cuts.
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Schroders preferred UK sectors

Source: Schroders and IPD. May 2010

Within continental Europe, Schroders prefers the retail sector over offices. As with the UK, markets that
are less likely to be affected by fiscal austerity measures and which generally have more open markets are
also favoured. To this extent, the Nordics, Poland and France are preferred markets.

Strategy Implementation
e mandate with Schroders was signed in February 2010 and as at the end of June 2010 £57 million of
the £88 million allocated has been committed to 13 funds including three continental European
investments. e initial UK to continental Europe allocation is 75:25, but this is expected to vary over
time.

e profile of the investments made to date has ranged from core property funds that provide a low
risk/balanced exposure to the market, through to sector or regionally focussed funds, and finally more
unconstrained/opportunistic funds that have greater risk but offer potentially higher returns.

It is expected that the allocation to the portfolio will largely be deployed by the end of 2010, when the
portfolio is expected to have exposure to more than 20 funds and 14 different fund managers. A well
diversified portfolio is a key objective. With this in mind,  the charts below show an investment of £88
million via a property multi-manager strategy provides significant diversification in terms of sectors,
geography and fund managers. Indeed the target portfolio is expected to provide exposure to over
£34.8 billion of underlying property.
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Retail
Office
Industrial

France
Sweden
Italy
Germany

Portugal
Poland
Other

31.3%

16.3%
9.8%

9.8%

9.8%

7.5%

15.4%

29.9%

43.8%

26.3%

Industrial

Target sector exposure for the UK portfolio compared to the benchmark positions

Data shown as at end March 2010

Summary
Property has been added to the overall portfolio for diversification purposes. e implementation of this asset allocation
through a multi-manager strategy has further enhanced the diversification that can be achieved. Investment has been
taking place at what appears to be trough in the latest property cycle, and Schroders has made considerable progress in
implementing the strategy in 2010. 

Mr Graeme Rutter
Co-Head of Property Multi-Manager, Schroders

Target geographic exposure in
continental Europe

Target sector exposure in
continental Europe
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Partners Group is proud to have been appointed as an investment manager for Dyfed Pension
Fund's allocation to European property, managing 20% of the Fund's allocation to property

alongside the 80% mandate managed by Schroders. We are a global firm based in Switzerland
that manages investments on behalf of more than 20 UK LGPS funds such as Strathclyde, Tyne
and Wear, Merseyside, Buckinghamshire, Avon and Swansea. Our senior property team has more
than 20 years of industry experience and the wider team of more than 400 people across 11 offices
worldwide are excited about the prevailing investment environment as Dyfed Pension Fund
makes its first foray into European property. 

By the time the investment management agreement between Dyfed Pension Fund and Partners
Group was signed in June this year, real estate as an asset class had already endured a period of
exceptional stress. While this stress created great problems for many overleveraged market
participants, it continues to represent an opportunity for investors with capital to deploy to
achieve highly attractive risk-adjusted returns. With this in mind, Partners Group proposed an
investment mandate to Dyfed Pension Fund that would target the development of a portfolio of
real estate assets offering maximum diversification. e parameters of this tailored mandate were
agreed as:

Partners Group Investment Report

Separate mandate • Dedicated Partners Group mandate for Dyfed Pension Fund

• Structured as a Scottish Limited Partnership, denominated in 

£ Sterling

Diversified portfolio • Exposure to 100+ underlying properties across Europe

• Strategy and investments complementary to 80% core

allocation

Investment level steering • Bespoke cash flow modelling

• Two-year ramp up to achieve and maintain £22m NAV Target

Tailored reporting • Access to portfolio information, quarterly and annual reports

• Regular visits to Carmarthen and open invitation to PG offices

A true complementary investment mandate fully diversified by manager, 
geography, investment type and property

Direct Investment in 5 Canada Square, Canary Wharf.
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e objective of the mandate is to invest in prime property in prime locations
across Europe, reducing risk through diversification and a focus on quality.
e mandate consists of three components: primary, secondary and direct
investments. Based on a plan to commit the full allocation to investments
within the first two years, Partners Group would anticipate the basis of the
portfolio being formed by approximately six commitments to proven, niche
European property funds which will each invest in 10-20 underlying properties.
In addition, it is Partners Group's intention to add further fund investments
to the portfolio by acquiring existing interests in funds from existing investors
in need of liquidity. ese investments are called 'secondary' deals and during
  the recent credit crunch, Partners Group has been able to consistently
negotiate discounts in the range of 40-60% for high quality portfolios. e third
and final component of Dyfed Pension Fund's target portfolio is made up of
direct investments into properties. In the current environment properties
demonstrating strong cash flows from reliable tenants committed to long-term
leases can be acquired at re-priced valuations, the opportunity to generate
attractive risk-adjusted returns is significant. Partners Group expects the
construction of the Dyfed Pension Fund portfolio to be based on the following
guidelines:

Build a fully diversified portfolio to maximise risk-adjusted returns

Over time, we at Partners Group look forward to building a portfolio of
approximately 100 underlying properties across Europe and as a signatory of
the United Nations Principles for Responsible Investing (UNPRI), social
responsibility will be embedded into our investment process. Be assured that
we at Partners Group will do our utmost to
provide Dyfed Pension Fund with prime access,
attention and service over the long-term to
establish a strong and lasting relationship in a
long-term asset class. We look forward to
seeing you at the ACM in September when we
will be happy to answer questions in both
English and Welsh! 

  
Direct Investments in properties in Berlin.

Mr Robert Lamb
Assistant Vice-President, Partners Group
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Performance and Risk Report

Local Authority Funds

The annual return to end March 2010 was the best ever recorded by the WM
Local Authority Universe. e average fund returned 35%, more than enough

to offset the 20% loss incurred in the previous year. Equity markets recovered
strongly, with emerging markets and the Pacific Rim producing the strongest
returns. North America returned 43% with Europe slightly ahead for the Sterling
investor at 47%. Japan, the worst performing of the major equity markets still
managed a return of 33%.

Sterling weakened slightly against the US Dollar and the Euro and remained flat
against the Yen. For the fifth of local authority funds hedging their overseas
investments therefore, returns were enhanced. e unwinding of the global ‘flight
to quality’ saw corporate bond performance improve significantly, returning an
average 27% for the year, while most funds posted UK government bond returns
that were only slightly positive. Index linked gilts performed strongly as markets
worried about rising inflation.

e performance of alternative investments was mixed. Private equity valuations,
which lag those of quoted equity, brought most returns for the year into negative
territory while hedge funds produced results in the low teens. Property
performance turned positive again in the second half of 2009 and the average fund
achieved 10% for the year. e range of results remained wider than normal. 90%
of fund returns were within a range of 16%, in line with the previous year but double
that of the preceding years. is increase in the range of returns is in part a
reflection of broader diversification across asset classes and volatility within.

Over the last 20 years, the average fund has achieved a return of 8% p.a. representing
a real return of 5% p.a. Shorter term however, returns are more subdued. Over the
last ten years the average fund has returned 4% p.a., only 1% p.a. ahead of inflation
and below the average earnings index. Returns have been particularly depressed
by the poor equity performance during 2000-2003 following the bursting of the
dotcom bubble and events in late 2007 and 2008.

e five and three year outcomes are significantly improved from last year, greatly
assisted by the excellent returns achieved in the last twelve months. 
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Mr David Cullinan
Head of Performance Consultancy, 
WM Performance Services

Dyfed Pension Fund
Returns
e 37.3% returned by the Fund in the latest year was the best in the 32 years
we have tracked its performance. is comes hard on the heels of the worst!

Relative to benchmark however, this was 0.8% behind. 

As has been the case for several years, the fund manager maintained a broadly
benchmark neutral asset allocation choosing instead to derive enhanced return
through investment in a proprietary pooled asset allocation vehicle. is carried
a marginal cost in the latest year. Selection of investments within asset class had
a bigger negative influence. Underperformance in domestic stocks and shares
had the largest contribution despite the manager achieving a return of 50%.

Strong scheme governance requires the Panel to monitor short term
performance but importantly, the Panel places an appropriate emphasis on
longer term time horizons such as 5, 10 and 20 years. 

e manager has outperformed its benchmark in 7 out of the last 10 years but
underperformed in 3 of the last 5. Medium term returns therefore are behind
benchmark but a valuable 0.5%p.a. above over the decade.

Over the longer term, twenty years and beyond, the Fund outperforms its
benchmark. Over the longest term, thirty two years, the Fund has achieved a
return of 11.8%p.a., 0.2%p.a. ahead of benchmark and 7%p.a. ahead of price
inflation. 

Compared with other local authorities, the Fund ranks just outside the top third
of funds in the latest year, a result of its quite different asset mix strategy.

e Fund ranks close to the top decile of local authority pension fund
performances over the longer term (ten, twenty and twenty five years).

Risk
Return volatility increased to around 15%p.a. for the latest period. is is higher
than for the sector as a whole which has been diversifying in recent years into
different asset classes (such as hedge funds, private equity and property). It is
expected that Dyfed’s strategic decision to invest in real estate will reduce
volatility on-going.

A small proportion of the volatility, 1.1%p.a., was generated from asset
management decisions. is has been stable in recent periods and remains very
low in comparison with other UK local authorities.  

Over time, BlackRock (formerly BGI) has demonstrated an ability to skilfully
translate modest risk into valuable excess return but in the latest review period,
risk has not been rewarded.
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Independent Adviser’s Report

While ‘diversification’ is a big word, in essence the investment principle
it articulates is rather simple and plain common sense. No matter how

confident one is about the prospects for any single investment, there is a chance
our optimism proves ill-founded and the investment disappoints. If the specific
investment does badly we would not want this single (poor) outcome to
significantly erode the total fund’s value, so it is best to diversify. 

e ‘single investment’ might be an asset class (such as equities), a market (such
as North America) or a single security (such as BP or Treasury 4.75% 2020,
UK Government gilt). At a fund level, diversification by asset manager is also
to be considered. Indeed these themes of diversification have regulatory
backing as they are enshrined in the LGPS (Management and Investment)
Regulations 2009.

In common with its peers, the Dyfed Pension Fund has traditionally backed
equities to provide the kind of strong investment returns the fund requires to
repair its funding deficit and keep (Employer) contributions as low and stable
as possible, one of the fund’s key objectives. However, as we found to our cost,
equities have given very disappointing returns over some years now. e
returns from equity investment, as measured by WM’s comprehensive survey
of Local Authority funds, have been 2.0, 8.4, 3.2 and 8.6% pa over the past 3,5,
10 and 20 years. e very disappointing returns over the 10 years have been
adversely influenced by the ‘dotcom boom and bust’ and, along with the 3
years, more recently by one of the worst financial crises many of us can
remember. While we would still back equities to provide strong returns in the
future, it is perhaps ever more prudent to consider some diversification, just
in case.

We have been looking for some years at Alternative Investments (‘alternatives’)
to provide an alternative - to equities - source of growth returns and also
provide some diversification. If equities continue to disappoint we desire some
prospect of the alternative, diversifying asset – in our case property – holding,
or even possibly growing in, value. 

Other funds have pursued this line of approach, some much more aggressively.
At 31 March 2010 the average LGPS fund held 6.1% in property, although

interestingly about 15% of funds had no exposure at all, and 6.6% in the total
of other alternatives, dominated by private equity and hedge funds. While there
is no commonly agreed listing of all the alternatives, they would commonly
include these two (Private Equity and Hedge Funds) as well as other Absolute
Return Strategies, Active Currency and its big brother Global Tactical Asset
Allocation (GTAA), Commodities, Infrastructure and (possibly) High Yield
Bonds/Emerging Market Debt. Some would also include Property in this list
of alternatives. Each alternative has its proponents, and its detractors.

e Fund already has a very small exposure (c1%) to some of these other
alternatives, mainly Active Currency and GTAA, through its investment in the
Blackrock Global Ascent Limited (GAL) fund.

In the context of the Fund, let us return to Property, our main ‘alternative’. I
wrote in last year’s report the opportunity to invest in property was as good as
at any time in several decades as prices of commercial property had fallen
about 40% in the two traumatic years between the summers of ’07 and ’09.
Compelling prices combined with a strong rental income stream of c 7% pa,
particularly when compared with the yield from other major investment assets
such as UK gilts and equities (each yielding about 3.5-4% pa), and the prospect
of both capital and rental broadly keeping pace with inflation gave us the
incentive to make our first ever investment in property. An opportunity we
have seized. In a typically committed, long-term decision the Panel decided to
invest c 10% of the fund in property. Continuing the general ‘diversification’
theme, in addition to having investments across the various commercial
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property sectors of retail, office and industrial, we have decided to have some
geographic diversification by investing in Continental Europe as well as
domestic UK property. We are also diversifying across two ‘styles’ of property
management sourced through two different property asset managers,
Schroders and Partners Group, in an 80:20% split reflecting the different risk-
return profiles of the two styles.

Not all good decisions necessarily give rise to a good outcome – an unfortunate
truism. It is surely not wrong to carry an umbrella when rain is forecast, but
this is deemed unnecessary if in the event the forecast was wrong and the sun
shines. Who could have predicted the very volatile and depressed equity
markets of the past decade which has given rise to the disappointing equity
returns evidenced in the early part of this report? However we remain
confident that the decision to invest in property at this time, at a significant
level of commitment and through the managers we selected was made from
good analysis of appropriate, sound and relevant information. e property
market has been recovering since its trough in summer 2009 and we aim to
capture this renaissance in the years to come.

I finished my report last year with ‘Time alone will tell’ and while I have no
wish to be repetitive I cannot think of any more appropriate ending for this
year’s report. So again ‘time alone will tell’!

Mr Eric Lambert
Independent Adviser
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Key Investment Statements

Statement of Investment Principles (SIP)
The Dyfed Pension Fund adopts as best practice the production, publication

and regular review of a Statement of Investment Principles (SIP). e Fund
will continue this practice in response to the Local Government Pension
Scheme (Management and Investment of Funds) Regulations 2009. 

With effect from 1 July 2000, Carmarthenshire County Council as the local
authority responsible for the administration of the Dyfed Pension Fund
(Superannuation Act 1972, 1995 Regulations) has been required to publish a
SIP, which must include:

• e types of investments held
• e balance between different types of investments
• Risk
• e expected return on investments
• e realisation of investments 
• e extent to which Socially Responsible Investment (SRI) is taken into 

account in investments
• e exercise of the rights (including voting rights) attaching to 

investments

Carmarthenshire County Council in drawing up the statement has consulted
its independent adviser and has liaised with its investment managers,
particularly on the aims and objectives of the Fund and the manner in which
the Fund wishes to achieve these objectives.

e overall investment policy falls into two parts:

• e strategic management of the assets which is fundamentally the 
responsibility of the Pension Panel. e Pension Panel consists of 3 Elected
Members of Carmarthenshire County Council (and 1 substitute member)
nominated with delegated powers from Carmarthenshire County Council,
who are advised by an independent adviser, and the Director of Resources
of Carmarthenshire County Council. 

• e day to day management of the assets which is delegated to professional
investment managers 

e up to date SIP (including the Myners Compliance Checklist) is available
from the Director of Resources or on the website.
www.dyfedpensionfund.org.uk/english/investments/pages/statementofinvest
mentprinciples.aspx

Funding Strategy Statement  (FSS)
e Local Government Pension Scheme (England and Wales) (Amendment)
Regulations 2004 provide the statutory framework from which the
Administering Authority is required to prepare a Funding Strategy Statement
(FSS). e key requirements for preparing the FSS can be summarised as
follows:

After consultation with all relevant interested parties involved with the Fund
the Administering Authority will prepare and publish their funding strategy.

In preparing the FSS, the Administering Authority must have regard to:

• the guidance issued by CIPFA for this purpose; and

• the Statement of Investment Principles (SIP) for the Fund published under
Regulation 9A of the Local Government Pension Scheme (Management 
and Investment of Funds) Regulations 1998 (as amended).

e FSS must be revised and published whenever there is a material change in
either the policy on the matters set out in the FSS or the Statement of
Investment Principles. Benefits payable under the Scheme are guaranteed by
statute and thereby the pensions promise is secure.

e FSS addresses the issue of managing the need to fund those benefits over
the long term, whilst at the same time facilitating scrutiny and accountability
through improved transparency and disclosure.

e up to date FSS is available from the Director of Resources or on the website.
www.dyfedpensionfund.org.uk/English/investments/Documents/Funding%20
Strategy%20Statement%20(FSS).pdf
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Governance Policy & Compliance
Statements
e regulations on governance policy requires an administering authority, after
consultation with such persons as they consider appropriate, to prepare,
maintain, publish and keep under review a written statement setting out:

• whether it delegates its function, or part of its function, in relation to 
maintaining a pension fund to a committee, sub-committee or officer of 
the authority. If it does so:

• the frequency of any committee or sub-committee meetings;

• the terms, structure and operational procedures of the delegation;

• whether such a committee or sub-committee includes representatives
of employing authorities (including non-scheme employers) or scheme
members, and if so, whether those representatives have voting rights.

• the extent to which a delegation, or absence of a delegation, complies with
guidance given by the Secretary of State and, to the extent it does not so 
comply, the reasons for not complying.

e Dyfed Pension Fund’s governance arrangements ensure that the
management of fund administrative and investment risk is undertaken at the
highest levels. e Fund recognises that risk is inherent in many of its activities
and makes use of external advisers and industry best practice in assessing and
establishing policies to identify and mitigate those risks. 

e up to date Governance Policy & Compliance Statements are available
from the Director of Resources or on the website.
www.dyfedpensionfund.org.uk/english/investments/pages/governance.aspx

Communications Policy Statement
e Dyfed Pension Fund strives to provide a high quality and consistent service
to our stakeholders in the most efficient and effective manner possible,
particularly in an ever changing pensions environment.

e document sets out the mechanisms which are used to meet the
communication needs and is subject to periodic review.

e Fund aims to use the most appropriate communication method for the
audiences receiving the information. is may involve using more than one
method of communication as considered appropriate and to meet all
regulatory requirements regarding provision of Scheme and related
information.

e communication methods used for investment and administration
information are :

• Fund Website
• Annual Report  and Accounts
• Annual Newsletter
• Annual Benefit Statements
• Employee Surgeries and Presentations
• Pre-Retirement Courses
• Scheme Booklet
• Employers Guide
• Employers Roadshows
• Carmarthenshire County Council Intranet
• E-mails

e up to date Communications Policy Statement is available from the
Director of Resources or on the website.
www.dyfedpensionfund.org.uk/english/investments/pages/communications
policystatement.aspx
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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. (e

new-look LGPS arrangement does not provide for an automatic Lump Sum for
post 31 March 2008 service. However, individuals may convert an element of
pension into an additional tax free cash lump sum, on the basis of £12 for each
£1 of pension.)

• Enhanced Pension and Enhanced Tax Free Cash Lump Sum on ill-health
retirement with more than 2 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. 

Fund Administration
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Pensions Increase 
Pensions are reviewed annually under the Pensions Increase Act as
prescribed by Social Security legislation in line with the upgrading of
various state benefits and is determined by the percentage rise in the Retail
Price Index (RPI) to September   2009. Given the current economic
downturn, the RPI for September 2009 was in negative territory, the effect
of which meant that no increase in pensions could be applied from April
2010. However, it was confirmed that no reduction would be applied to
benefit values as a result of the negative effect on RPI values.

Local Government Pensioner pay
dates for 2010-2011 are as follows 

National Fraud Initiative 
e 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: 
• e 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

30 April 2010 
28 May 2010 
30 June 2010 
30 July 2010 
27 August 2010 
30 September 2010 

29 October 2010 
26 November 2010 
24 December 2010 
28 January 2011 
25 February 2011 
31 March 2011 
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Legislative update
Cohabiting Partners benefits 
From 1 April 2008, the new-look LGPS provided a pension to not only a
spouse or Civil Partner, but also to a nominated cohabiting partner. Certain
conditions are set be 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.

Cohabiting Partners survivor benefits was restricted to post April 1988
membership. Changes to Scheme rules have now been introduced which
enable individuals to provide for cohabiting partners' dependents benefits
to cover pre-April 1988 membership by way of additional contributions.
You should contact the Pension Section should you wish to nominate a
cohabiting partner or require further information on additional
contributions to provide full service cover for related dependent benefits or
available via www.dyfedpensionfund.org.uk.

Job Evaluation & Single Status
Recent changes have been made to the Scheme rules covering final pay
provisions on which pension benefits are assessed. Such changes now make
it clear that where reductions in pay arise as a result of job evaluation or
single status exercises, a scheme member can elect to use the annual average
of the best 3 consecutive years pay to the 31 March within the last 10 years
of employment for the purposes of final pay. Scheme members must make
an election, no later than 1 Month before the date they cease membership
of the LGPS if they wish to exercise this option. 

Employee Contribution Rates
e new-look LGPS introduced tiered contribution levels from 1 April 2008.
While a consultation exercise conducted during 2009 proposed to revised
earning bands and contribution rates from April 2010 (as outlined below),
it is a case of 'wait and see' as to whether these changes will actually come
into effect or indeed what else may be looming below the horizon:

Earnings Band              Contribution Rate

0 - £15,000                                  5.5%
over £15,000 - £22,000               6.0%
over £22,000 - £30,000               6.5%
over £30,000 - £40,000              7.0%
over £40,000 - £75,000               7.5%
over £75,000 - £100,000            8.5%
over £100,000                            10.0%

Certain former 'manual' workers held a protected 5% contribution rate
under the former LGPS arrangements. is protection was removed in
stages by the introduction of the new-look arrangements. From April 2010,
the contribution rate for this category will increase to 6.5% or the relevant
band based on current full-time equivalent earning levels.
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2010 Budget
Following the May 2010 General Election, it was clear that an emergency
budget would follow shortly thereafter with public sector pensions not
immune to the budget deficit challenges the country faces. 

Prior to the budget statement, the Chancellor announced that John Hutton
(ex-Labour Cabinet Minister) would chair a Commission to review public
sector pensions. It is anticipated that his report would feed in to the 2011
budget statement and will be of more than passing interest to all who have a
vested interest in the Local Government Pension Scheme or wider public
sector arrangements.

Quite specifically, the Chancellor announced that increases to public sector
pensions will, from April 2011, be linked to the Consumer Price Index (CPI)
which historically produced a lower percentage base than the Retail Price Index
(RPI) which currently applies. is is projected (in the Budget statement) to
provide an annual £6bn saving to the Treasury by the end of this Parliament.  

Additionally, the Chancellor announced that the coalition government intends
to continue with the previous administration's policy of limiting tax relief on
pension accrual. However, it intends to repeal the legislation included in the
2010 Finance Act limiting pension tax-relief for high earners with the aim of
consulting on an alternative solution to restrict pension tax-relief with the
constraint that any solution raises the same amount of tax revenue as
forecasted by the previous administration. Provisional analysis on behalf of the
government suggests that lowering the 'annual allowance' (currently £255,000)
for all individuals within a range of £30,000 - £45,000 should raise the expected
levels of revenue. Given the commitment to simplify the proposals, it does
appear that to collect the stated revenue levels would affect a wider group of
individuals rather than those with taxable income of £130,000 or more. Until
greater detail is known, it is indeed a case of wait and see what may transpire
in this area.

Administration Strategy
In accordance with the Local Government Pension Scheme (LGPS)
regulations, the Dyfed Pension Fund has prepared an Administration Strategy
which compliments the efficient operation of the Fund on the behalf of its
Employing Authorities and Carmarthenshire County Council, as the
Administering Authority.

e objective of the Strategy is to clearly define the roles and responsibilities
of the Dyfed Pension Fund and the Employing Authorities under LGPS
Regulations.  

In conjunction with the Strategy, the Dyfed Pension Fund also has a Customer
Charter which outlines its commitment to each of its stakeholders, and a
Service Standards directive, which outlines the processing times of in-house
administrative procedures, where the target time starts from the date of receipt
of all information necessary to perform the operation.

e full Administration Strategy is available from the Director of Resources
or on the website.
www.dyfedpensionfund.org.uk/english/employers/pages/administrationstrat
egy.aspx

Looking Forward
Aside from the announced review of public sector pensions, the key focus for
2010 will be the formal requirement to undertake a Fund Valuation as at 31
March 2010.  Recent rule changes mean that full data must be provided by
defined timelines to the Fund Actuary and to the Government Actuary
Department (GAD). is will enable GAD to undertake national fund model
evaluations to inform government on cost sharing arrangements introduced
as part of the new-look LGPS framework in April 2008. 
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Your Pension Section  
• 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
increasing 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. Following
difficulties experienced by central government, it was pleasing to again be
able include state pension projections within the issued ABS's thus enabling
Scheme members to have a full picture of their projected benefits at
retirement.

• 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. e 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 'factsheets' on key legislative aspects. 

• rough 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. 

• Introduced next generation pension administration software system -
Altair. 

• Revamped and relaunched the Pension Fund website as a consequence of
the 2008 arrangements and stakeholder feedback.

It appears that each Annual Report advises that there is no respite to the degree
of change and demands. It is appropriate therefore to record my sincere thanks
to all staff involved in Scheme administration for their dedication, capacity to
embrace change and meet ever changing regulatory and stakeholder
requirements.      
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e Pensions Administration Team
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e Actuary’s View 
Diversity?  Give me stability any day!

What a year this has been.  After the truly awful market conditions of
2008-2009, we must now be able to sit back and relax.  Investment

markets have been far more positive, with most local authority funds
showing returns upwards of 30%.  We now have a new government in place,
ending some of the previous political uncertainty.  And applying the brake
on public sector pay will surely mean reduced pension liabilities.  Won't it..?

Well certainly the latest year's upturn in the investment markets is very
welcome, especially after the large falls in the previous year.  But taking the
last two years together the overall investment performance has been close
to zero, and certainly well below what is needed to keep pace with the
growth in the Fund's liabilities.

Current headlines on life expectancy focus on the increasing gap between
the wealthy and the less well-off.  But this hides the fact that death rates are
still falling for everyone.  Obviously this is good news for pensioners, and
for that matter all members, but it does have cost implications for the Fund
as pensions are paid for longer.

And reduced overall levels of pay don't always equate to reduced liabilities
for the Fund.  If the overall pay bill goes down because members leave, those
members still have benefits built up under the Fund which will eventually
need to be paid.  And if you believe the markets, long-term forward looking
inflation expectations have increased significantly over the last year.  As
most of the Fund's benefits are inflation-linked, increased inflation means
increased costs.

And to cap it all the Fund's actuarial valuation falls due as at 31 March 2010.
Broadly, the actuarial valuation is where we calculate how much money is
due to be paid out of the Fund in benefits in the years to come, and we
compare it with the assets we now have and the contributions which are
due to be paid in the future.  We then assess whether those planned future
contributions are enough, or whether they need to be increased.  
Any contribution changes take effect from April 2011.
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Mr John Livesey
Actuary, Mercer Limited

So is there any good news, or are we doomed to an everlasting cycle of
increasing costs?  Well first of all the Dyfed Pension Fund is backed by
Government and is there for the long-term.  is means that a long-term
view can be taken in setting its funding goals, we don't need to focus
exclusively on short-term market developments, and we have more
flexibility than private sector schemes.  e Government has also changed
how pension increases are calculated for all public sector pension schemes,
which will again reduce some of the pressures.  e "cap and share"
arrangements, which were instigated under the previous Labour
government, may also impact, although the details are yet to be finalised.

Finally, the Independent Public Service Pensions Commission, chaired by
John Hutton, has been given a wide remit to review public sector pensions
as a whole, including the Local Government Pension Scheme (of which the
Dyfed Pension Fund is a part).  We await his conclusions with interest.

So interesting, challenging and diverse times lie ahead for the Fund, its
members and advisers… if we wanted a quiet life, then we picked the wrong
careers!
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Statement Of Accounts
Explanatory Foreword

The Dyfed 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 2009-2010. ey 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.  e Pension Fund accounts are prepared in accordance with Financial
Reports of Pension Schemes – A Statement of Recommended Practice
(Revised May 2007) published by the Pensions Research Accountants Group
(PRAG) in addition to the accounting policies stated in note (b).  

For readers with a more detailed or specialist interest of the operation of
the Fund during 2009-2010, reference should be made to the more detailed
Annual Report and Accounts 2009-2010 (when published).

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

• e Fund Account.

• e Net Assets Statement.

• e Statement by the Consulting Actuary.
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Fund Account for the Year Ended 31 March 2010

2008-09 Contributions and Benefits Note 2009-10
£'000 £'000

Income
Contributions Receivable
- From Employers d

34,875 - Normal 38,485
6,724 - Augmentation 6,531

15,822 - From Employees/Members d 16,687
4,487 Transfer Values Inwards e 6,602

4 Other f 0
61,912 68,305

Expenditure
(38,595) Pensions Payable (41,290)

Lump Sum Benefits Payable
(10,106) - Retirement (10,667)

(2,114) - Death Grants (783)
(2,062) Leavers g (3,221)

Administrative and other expenses borne by the
(1,123) scheme h (1,284)

(54,000) (57,245)
Net Additions (Withdrawals) from dealings

7,912 with Members 11,060

Returns on Investments
22,113 Investment Income i 19,290

Change in Market Value of Investments
(58,627) - Realised 27,753

(167,407) - Unrealised j 285,512
(1,239) Investment Management Expenses l (593)

(205,160) Net Returns on Investments 331,962
(197,248) Net Increase (Decrease) in fund during the year 343,022

1,087,693 Opening Net Assets of Scheme 890,445

890,445 Closing Net Assets of Scheme 1,233,467
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2008-09 2009-10
£'000 Investment Assets: Notes £'000

Fixed Interest Securites
0 -Public Sector 0

127,296 -Other 166,374
335,287 Quoted Equities 474,961
134,096 Index Linked Securities 171,222

10,070 Cash Like Funds 11,753
7,925 Liquidity Units 7,728

0 Unit Trusts - Property 7,609
268,867 Unit Trusts - Other 380,349

883,541 Total Investments j & m 1,219,996

8,640 Current Assets n 29,842

(1,736) Current Liabilities o (16,371)

6,904 Net Current Assets 13,471

890,445 Total Net Assets 1,233,467

Net Assets Statement   Notes To e Pension Fund Accounts

Reconciliation of the Movement in Fund Net Assets
2008-09 2009-10

£'000 £'000

1,087,693 Opening Net Assets 890,445
28,786 Net New Money Invested 29,757

Change in Market Value of Investments
(58,627) -Realised 27,753

(167,407) -Unrealised j 285,512

890,445 Closing Net Assets of Fund 1,233,467

Carmarthenshire County Council administers the Dyfed
Pension Fund which provides pensions and other benefits

for employees of the three Unitary Authorities and various
other employers based within the former Dyfed geographical
area.   e 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. ere were 17,784 contributors and benefits were
payable to 8,581 pensioners at year end. ese figures reflect
the recorded position at 31 March 2010 but are always subject
to some movement post year end for notifications from
admitted bodies received after this date.   

(b) Accounting Policies
e accounts have been prepared on an accruals basis with
investments accounted for at Market Value (bid price).  e
financial statements do not take account of liabilities to pay
pensions and other benefits after 31 March 2010.

(c) Fund Management
e assets of the Fund are managed by BlackRock and Schroders.
However, residual cash balances are invested in the money
market by Carmarthenshire County Council on a lead authority
basis.  e broad investment policy and the monitoring of
performance is however the delegated responsibility of the
Pension Fund Panel. is Panel meets quarterly and includes
members, officers, an independent adviser and the Fund
Managers.
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2008-09 2009-10
£'000 £'000

262 Interest from fixed interest securities 0
18,076 Dividends from Equities 15,839

2,623 Income from index linked securities 2,665
Income from pooled investment

762 vehicles 720
460 Interest on cash deposits 63
(70) Other 3

22,113 19,290

2008-09 2009-10
£'000 £'000

(996) Administration and processing (1,183)
(98) Actuarial fees (49)
(13) Audit fee (24)
(16) Legal and other professional fees (28)

(1,123) (1,284)

2008-09 2009-10
£'000 £'000

(37) Refunds to members leaving service (10)
(2,025) Individual transfers to other schemes (3,211)
(2,062) (3,221)

2008-09 2009-10
£'000 £'000

4 Other Income 0
4 0

(d) Contributions Receivable

Contributions received from both members and employers are made up as
follows:-

(e) Transfers In

Contributions received from both members and employers are made up as
follows:-

(f) Other Income

2008-09 2009-10
£'000 £'000

Employer
34,875 Normal 38,485

6,724 Augmentation 6,531
41,599 45,016

Employees
15,795 Normal 16,499

27 Additional Voluntary 188
15,822 16,687

2008-09 2009-10
£'000 £'000

Individual transfers in from other
4,487 schemes 6,602
4,487 6,602

(g) Payments to and on Account of Leavers

(h) 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.

(i) Investments 
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(j) Investments 

During the year, investments purchased totalled £538m whilst sales totalled £500m. e sales realised a net gain
of £28m. Acquisition costs are included in the purchase price of the investment.

(k) Concentration of Investments

e following investments represented more than 5% of the Fund’s total net assets as at 31 March 2010

Transaction costs are included in the cost of purchase and sale proceeds.  Identifiable transaction costs incurred
during the year amounted to £2.06m (2008-2009: £1.95m).  In addition to the transaction costs disclosed above,
indirect costs are incurred through the bid-offer spread on investments within pooled vehicles.  e amount of
indirect costs is not separately provided to the scheme.

Value at Purchases Sales Change in Value at
01/04/2009 at Cost Proceeds Market Value 31/03/2010

£'000 £'000 £'000 £'000 £'000

Fixed interest Securities 127,296 36,129 (18,473) 21,422 166,374
Equities 335,287 421,393 (427,370) 145,651 474,961
Index linked securities 134,096 63,088 (36,146) 10,185 171,223
Pooled investment Vehicles 278,937 17,138 (17,610) 121,245 399,710

875,616 537,748 (499,599) 298,503 1,212,268

Cash Deposit 7,925 7,728
Bookcost increase on transition
to Blackrock Warehouse portfolio (12,991)

883,541 537,748 (499,599) 285,512 1,219,996

Value as at 
31/3/09 

Proportion of 
Investment Portfolio 

£'000 %
Blackrock Ascent Life European Equity Fund 116,067 9.41
Blackrock Ascent Life US Equity Fund 119,555 9.69
Blackrock Ascent UK All Stock Corp Bond Fund 121,160 9.82
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2008-09 2009-10
£'000 £'000

(1,211) Administration, management and custody (568)
(12) Performance measurement services (8)
(16) Independent Advisor fee (17)

(1,239) (593)

(m) Investment Valuation

e investments shown in the net assets statement are shown at market
value (bid price) as at 31 March 2010.

Investments held in foreign currency have been valued and converted into
their sterling value using the relevant exchange rates prevailing at 
31 March 2010.

(l) Investment Managment Expenses

43



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

Fixed Interest
UK Corporate

115,758 127,296 - BlackRock 140,799 166,374
Equities
UK Quoted Equities

427,852 335,285 - BlackRock 418,831 472,880
Overseas Quoted Equities

0 2 - BlackRock 3,044 2,081
Index Linked Securities
UK Public Sector Quoted

123,234 134,096 - BlackRock 155,780 171,222
Pooled Investment Vehicles
UK Managed Funds

17,861 17,995 - BlackRock 17,665 19,481
UK Unit Trusts
Property

1,277 1,243 - BlackRock 168 168
0 0 - Schroders 7,919 7,441

Overseas Pooled Equities
259,540 267,624 - BlackRock 252,259 380,349

945,522 883,541 TOTALS 996,465 1,219,996

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

678,057 607,989 UK 740,743 837,155
78,407 92,297 Europe (excl UK) 65,718 116,054

103,892 85,051 US 103,576 119,221
37,343 30,168 Japan 41,343 43,580
47,823 68,036 Other 45,085 103,986

945,522 883,541 TOTALS 996,465 1,219,996

e following is an analysis of the Pension Fund Investments, which are all Listed Investments: 
2008-09 2009-10

2008-09 2009-10
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(p) Taxation

i Value Added Tax

As the County Council is the administering Authority, VAT is 
recoverable on all Fund Activities.   e Accounts are shown 
exclusive of VAT.

ii UK Income Tax

e 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.

(n) Current Assets

2008-09 2009-10
£'000 £'000

Contributions due from
1,981 - Employer 1,970

796 - Employee 819
5,287 Cash Balances 19,224

576 Debtors 7,829
8,640 29,842

2008-09 2009-10
£'000 £'000

(588) Unpaid benefits (462)
(1,148) Creditors (15,909)
(1,736) (16,371)

(o) Current Liabilities 
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(q) Adequacy of Fund Balances

e 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.

e funding requirement of the fund is set out in the Statement of
Investment Principles. e requirement is that the assets of the Fund
match or exceed its liabilities i.e. the Fund remains solvent. e
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.

(r)  Related Party Transactions 

All material transactions with Related Parties have been disclosed
elsewhere in the Statement of Accounts.

(s)  AVC’s

Occupational Pension Schemes are required by Statute to provide in-
house AVC arrangements. e Dyfed Pension Fund has joint providers:
Standard Life and Prudential, where a range of investment options are
available.

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

(t) Post Balance Sheet Item

At 31 March 2010, the Dyfed Pension Fund held £37m of British
Petroleum (BP) shares. Following the Gulf of Mexico oil spill disaster on
20 April 2010, the subsequent ecological and economical impact caused
a reduction in market value of BP shares.  As at 17 September 2010 (the
most recent figures available), the value of BP shares held by the Dyfed
Pension Fund reduced by £11m from the 31 March 2010 figures shown
in the accounts.

e Pension Investments Team
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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

Percentage of Pensionable Pay 
per annum

Statement By e Consulting Actuary
(1) is is the Actuarial Report required under Regulation 34(1)(d) of e

Local Government Pension Scheme (Administration) Regulations 2008.

(2) An 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.  e results are contained in our report and certificate dated 28
March 2008.

(3) e 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) e certificate showed that the required level of contributions to be paid
to the Fund by the participating Unitary Authorities with effect from 1
April, 2008 were as follows:

(5) e contribution rates comprise of 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. 

(6) e 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.  e 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.
e difference is spread over a 20 year term. 

(7) e 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
actuarial valuation report).

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

(10) e next full actuarial valuation of the Fund will be carried out with an
effective date of 31 March 2010. Revised employer contributions will then
be implemented on the basis of that valuation with effect from 1 April
2011.  
Alan Bacon, Actuary, Mercer Limited
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For Past 
Service liabilities

For Future 
Service liabilities

Rate of return on 
investments

-pre-retirement
-post-retirement

6.9%  pa
5.4%  pa

6.5%  pa
6.5%  pa

Rate of pay increases 4.85%  pa 4.5%  pa

Rate of increase in prices 3.1%  pa 2.75%  pa



Employing Bodies Contribution Rates And Contributions Receivable 2009-2010

Total Contributions Benefits
Admitted Bodies Contribution Receivable Payable

Rate £'000 £'000
%

Unitary Authorities
Ceredigion County Council 14.2 9,073 6,442
Carmarthenshire County Council 15.8 27,839 19,668
Pembrokeshire County Council 14.0 12,827 9,542

49,739 35,652
Other Major Employers
University College of Wales 23.5 104 179
Pembrokeshire College 11.2 530 152
Coleg Ceredigion 12.7 193 109
Coleg Sir Gar 12.8 1,090 636
Trinity College Carmarthen 13.2 612 209
Pembrokeshire Coast National Park 14.3 637 348
Dyfed Powys Probation Service 14.5 1,294 825
Dyfed-Powys Police Authority 13.8 3,666 1,563
Mid and West Wales Fire Authority 15.4 1,094 265
Dyfed Powys Magistrates Courts Committee 0.0 54 275

9274 4561
Other Employers
West Wales Valuation Tribunal 11.7 30 31
Haverfordwest Town Council 18.0 11 10
Carmarthen Town Council 19.0 65 57
Llanelli Town Council 17.7 45 35
Llanelli Rural Council 15.2 129 63
Tenby Town Council 1.5 2 14
Llanelli Burial Board 16.6 20 24
Llangennech Community Council 13.6 4 0
Gorslas Community Council 18.5 3 1
Llanarthney Community Council 21.4 1 4
Kidwelly Town Council 18.0 9 7
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Total Contributions Benefits
Admitted Bodies Contribution Receivable Payable

Rate £'000 £'000
%

Pembrey and Burry Port Town Council 18.5 28 29
Llannon Community Council 20.1 14 6
Milford Haven Town Council 0.0 3 6
Llanbadarn Fawr Community Council 20.8 2 0
Welsh Books Council 13.6 230 212
Haverfordwest Swimming Pool 0.0 0 0
Carmarthenshire Federation of
Young Farmers Clubs 16.5 7 0
Cardigan Swimming Pool Trust 0.0 2 0
Prism 13.1 115 12
Coomb Cheshire Home 34.4 4 13
Narberth & District Community and 
Sports Association 12.9 7 71
Iaith Cyf 10.1 53 6
West Wales Action for Mental Health 16.1 30 29
Aberystwyth Town Council 21.4 11 4
Careers Wales West 14.1 1,269 487
Carmarthen Family Centre 9.5 7 2
PLANED 10.9 83 31
Ceredigion Association for Voluntary
Organisations 13.3 31 44
Carmarthenshire Association for Voluntary
Services 11.4 76 19
Pembrokeshire Association for Voluntary
Services 12.4 68 6
Menter Bro Dinefwr 7.7 37 0
Menter Cwm Gwendraeth 9.2 50 1
Menter Gorllewin Sir Gar 7.8 10 0
Menter Nedd & Afan 12.5 10 0
Mencap 21.6 2 13
Aberaeron Town Council 12.1 1 0
Tai Ceredigion 13.5 108 0
Other 113 11,148

2,690 12,385

Total 61,703 52,598

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
Welsh Water Authority 100

Membership Statistics  

ese figures reflect the recorded position as at 31 March
2010 but are always subject to some movement post year
end for notifications from admitted bodies received after
this date.

  31-03-09 31-03-10
Contributors 18,089 17,784
Deferred Pensioners 8,594 9,553
Pensioners 8,256 8,581
Total 34,939 35,918

Proportion
to be recharged

%
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Independent Auditor’s Report To e Members Of
Carmarthenshire County Council

I have audited the accounting statements and related notes of
Carmarthenshire County Council and Dyfed Pension Fund for the year
ended 31 March 2010, under the Public Audit (Wales) Act 2004.
Carmarthenshire County Council’s accounting statements comprise the
Income and Expenditure Account, Statement of Movement on Council
Fund Balance, Statement of Total Recognised Gains and Losses, Balance
Sheet, Cash Flow Statement, Housing Revenue Account Income and
Expenditure Account and Statement of Movement on Housing Revenue
Account Balance. Dyfed Pension Fund accounting statements comprise the
Fund Account and the Net Assets Statement. e accounting statements
and pension fund accounts have been prepared under the accounting
policies set out in the Statement of Accounting Policies.

is report is made solely to Carmarthenshire County Council in
accordance with Part 2 of the Public Audit (Wales) Act 2004 and for no
other purpose, as set out in paragraph 46 of the Statement of
Responsibilities of the auditors appointed by the Auditor General for Wales
and his inspectors, and of the bodies that they audit and inspect (2008)
prepared by the Auditor General for Wales.

Respective responsibilities of the responsible financial officer and
the independent auditor
e responsible financial officer’s responsibilities for preparing the
Statement of Accounts, including the pension fund accounts, in accordance
with relevant legal and regulatory requirements and the Code of Practice
on Local Authority Accounting in the United Kingdom 2009 are set out in
the Statement of Responsibilities for the Statement of Accounts.

My responsibility is to audit the accounting statements and related notes in
accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland). 

I report to you my opinion as to whether the accounting statements and
related notes give a true and fair view, in accordance with relevant legal and
regulatory requirements and the Code of Practice on Local Authority
Accounting in the United Kingdom 2009:

• the financial position of the local government body and its income and
expenditure for the year; and 

• the financial transactions of the pension fund during the year and the 
amount and disposition of the fund’s assets and liabilities, other than 
liabilities to pay pensions and benefits after the end of the scheme year.

I review whether the Statement on Internal Control reflects compliance
with ‘e statement on internal control in local government: meeting the
requirements of the Accounts and Audit Regulations 2003’ published by
CIPFA in April 2004. I report if it does not comply with proper practices
specified by CIPFA or if the statement is misleading or inconsistent with
other information I am aware of from my audit. I am not required to
consider, nor have I considered, whether the Statement on Internal Control
covers all risks and controls. Neither am I required to form an opinion on
the effectiveness of the Council’s corporate governance procedures or its
risk and control procedures.

I read other information published with the accounting statements and
related notes and consider whether it is consistent with the audited
accounting statements and related notes. is other information comprises
only the Explanatory Foreword. I consider the implications for my report if
I become aware of any apparent misstatements or material inconsistencies
with the accounting statements and related notes. My responsibilities do
not extend to any other information.
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Basis of audit opinion
I conducted my audit in accordance with the Public Audit (Wales) Act 2004,
the Code of Audit and Inspection Practice issued by the Auditor General
for Wales, and International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the accounting
statements and related notes. It also includes an assessment of the
significant estimates and judgments made by the Council in the preparation
of the accounting statements and of whether the accounting policies are
appropriate to the local government body’s and pension fund
circumstances, consistently applied and adequately disclosed.

I planned and performed my audit so as to obtain all the information and
explanations which I considered necessary in order to provide me with
sufficient evidence to give reasonable assurance that the accounting
statements and related notes are free from material misstatement, whether
caused by fraud or other irregularity or error. In forming my opinion I also
evaluated the overall adequacy of the presentation of information in the
accounting statements and related notes.

Opinion on the accounting statements of Carmarthenshire
County Council
In my opinion the accounting statements and related notes give a true and
fair view, in accordance with relevant legal and regulatory requirements and
the Statement of Recommended Practice on Local Authority Accounting
in the United Kingdom 2009, the financial position of Carmarthenshire
County Council as at 31 March 2010 and its income and expenditure for
the year then ended.

Opinion on the accounting statements of Dyfed Pension Fund

In my opinion the pension fund accounts and related notes give a true and
fair view, in accordance with relevant legal and regulatory requirements and
the Statement of Recommended Practice on Local Authority Accounting
in the United Kingdom 2009, the financial transactions of Dyfed Pension 

Fund during the year ended 31 March 2010, and the amount and disposition
of the fund’s assets and liabilities, other than liabilities to pay pensions and
benefits after the end of the scheme year.

Conclusion on arrangements for securing economy, efficiency and
effectiveness in the use of resources

My conclusion on Carmarthenshire County Council’s arrangements for
securing economy, efficiency and effectiveness in its use of resources for the
year ended 31 March 2010 will be reported separately in the published
Annual Audit Letter. 

Conclusion on arrangements for securing economy, efficiency and
effectiveness in the use of resources
My conclusion on Carmarthenshire County Council’s arrangements for
securing economy, efficiency and effectiveness in its use of resources for the
year ended 31 March 2010 will be reported separately in the published
Annual Audit Letter. 

Certificate of completion
I certify that I have completed the audit of the accounts of Carmarthenshire
County Council in accordance with the requirements of the Public Audit
(Wales) Act 2004 and the Code of Audit Practice issued by the Auditor
General for Wales. 

Mr Ceri Stradling

Wales Audit Office

24 Cathedral Road

Cardiff

CF11 9LJ

29 September 2010
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Glossary
Active Management
A mark 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.  is 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
e 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. e Benchmark weightings of asset classes is outlined within
the Statement of Investment Principles.

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.  e 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.

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

Out performance/Under performance 
e 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.  

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.  is usually involves the comparison of a fund’s performance
with a selected Benchmark and/or with a Universe of similar funds.  e
main Performance Measurement Companies are e 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
e 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
e 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
e increase/(decrease) in market value, since the purchase date, of those
investments held at the year end.
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