
the actuarial valuation as at 31st march 2004
Every 3 years, by law, the Fund’s actuary has to undertake an actuarial
valuation of the Fund in order to establish whether the Fund is
‘solvent’, that is, does its assets cover its liabilities. The last time this
was undertaken in March 2001, the Fund was nearly 107% solvent.
This was the highest level in Wales, and was the envy of very many
Local Authority funds in England also.

Due to the poor markets over the last 3 years all funds have suffered
a reduction in their solvency levels. At the 2004 valuation the solvency
level of the Dyfed Fund was reduced to 88.5% and as a result, in
order to get the Fund back to a 100% solvency level, employers’
contribution rates had to increase from April 2005. The Fund is still
however significantly better placed than most other Local Authority
funds.

pensions increase
This year, pensions will increase by 3.1% from 11th April, 2005 and
represents the percentage rise in the Retail Price Index for the 12 month
period to September, 2004. Pensions Increase is normally applied to
pensioners who are aged 55 or over, or who have retired at any age on
ill-health grounds or receive a spouse's/child's pension. A pensioner who
retired in the last 12 months will have a proportionate increase applied.

Liz Aitken , Chief Tecnical Officer 
receiving  the  award  on  behalf  of  the
Dyfed  Pension  Fund .
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pensioner pay dates

29th April 2005 31st August 2005 23rd December 2005

27th May 2005 30th September 2005 27th January 2006

30th June 2005 28th October 2005 24th February 2006

29th July 2005 30th November 2005 31st March 2006

In November, it was more of an improbability than Wales
winning the Grand Slam and those in the industry were as
stunned as I was, but the Dyfed Pension Fund spectacularly
won the title of Local Government Chronicle ‘Fund of the
Year’ (medium funds) for the third year in a row. This is
unprecedented in the sphere of LGC awards. 

The comments made by the judges should themselves be
sufficient to boost the confidence of stakeholders and would
give any Fund a sense of self respect, coming from individuals
held in such high esteem within the pensions industry. They
said that the Dyfed Pension Fund was ‘ truly remarkable’, and
that the Fund was becoming the benchmark against which
other Funds of this size are judged. In their view, after years
of excellent performance, it would have been easy for the
Fund to sit back and wait for other funds to catch up.
However instead, over the previous 12 months, the Fund had
undertaken a variety of additional improvements and
enhancements.

Two key developments specifically mentioned were the
stakeholder website, which had received and continues to
receive much positive acclaim, and increasing and better
directing training. The Annual Report, which included a
handy pullout guide to the new website, and the user
friendly Annual Benefit Statements also moved the Fund
closer to its goal of ensuring that the subject of pensions
becomes more easily understood by the average Fund
member. With the changes that were initially proposed for
the Local Government Pension Scheme for 2005 and their
now intended withdrawal, this has become even more of a
challenge of late, and I’m sure will continue to be a real
focus for the Fund in the coming months. 

The award also recognised that investment performance had
remained exceptional relative to other funds. Although
markets caused a downturn in the solvency level of the fund
to 88.5% at this latest valuation, the Fund had achieved
excellent relative returns at low levels of risk, and was the
best performing Fund over both the last 3 and the last 10
years. This is encouraging news, and I’m glad to say this high
level of performance is continuing into the new year. Its good
to see that it is not only the Welsh rugby team that is flying
the flag for Wales!

changes to the lgps
The Government had published details of the second phase of its
review of the LGPS where amending regulations came into force on
1st April, 2005 The main changes are:
� Increasing the earliest age at which LGPS benefits may be paid

other than the grounds of ill-health to 55
� Remove the "85 year rule" from the LGPS in respect of

membership after 31st March 2005.     
However, the Deputy Prime Minister announced on 18th March, 2005
his intention to revoke these changes at the earliest Parliamentary
opportunity, and he will chair a committee of all key stakeholders
which will consider and negotiate the long term future of the Local
Government Pension Scheme. Such an announcement does cause
difficulties for until the regulations are revoked, they stand in law and
the changes are in force from 1st April. The ODPM have issued notice
that they will give interim guidance on a “case by case” basis where
issues arise.    

future of the lgps
In November 2004, the ODPM issued a "Green Paper" i.e a consultation
document containing proposals for the longer term structure of the
LGPS. It aims to modernise the scheme so that it meets the needs of the
current local government workforce. Partner's pensions, flexible
retirement options and improved death benefits together with increased
contributions for employees are just some of the things being
considered. Government Ministers have expressed their commitment to
retaining a defined benefit final salary arrangement which is relevant to
the local government  workforce provided that it remains both
affordable and sustainable to scheme members, scheme employers and
tax payers. The Green Paper can be viewed from the Fund Website -
www.dyfedpensionfund.org.uk - under "What's New" 

additional legislative changes 
The Pensions Act 2004 and Finance Act 2004 are anticipated to have an
impact on the LGPS as will changes arising from Age Discrimination
legislation in 2006. It is expected that more detail on these areas will
become available and be subject where appropriate to consultation during
the coming year. Aspects which could impact on the LGPS include, (but in
some areas our Scheme is ahead of the game).

pensions act 2004 
� Whistleblowing 
� Compulsory consultation by Employers on Scheme Changes 
� Access to greater pensions information and advice 
� Combined Annual Benefit Statements to include State

Pension projections 
� A single stage Internal Dispute Resolution Procedure

finance act 2004 
� This leads to Inland Revenue Changes which are already indicated

to apply from April 2006 and include 
� A Lifetime Allowance of £1.5m at 2006 



points  of  contact 
Investment  Issues Liz  Aitken 01267 228634
Administration David  Lewis 01267 224188
Membership or  Purchases Kevin  Gerard 01267 224157
Pensioner  Payroll Emyr  Tillman 01267 224806
Transfers Martin  Morgan 01267 224452
Benefits Keri  Bowen 01267 224156
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Top Ten Investments (£)  31-03-05            
1 BP 27,996,959
2 Glaxosmithkline 22,273,391
3 HSBC 20,139,789
4 Vodafone 20,599,746
5 Royal Bank of Scotland 17,511,296
6 Barclays 12,866,175
7 HBOS 12,182,313
8 Shell 11,581,835
9 BT 7,587,181
10British American Tobacco 6,843,528

� An Annual Allowance of £215,000 
� Capacity for a Lump Sum of up to 25% of pension 
� Flexible Retirement options 
� How these are incorporated into the LGPS from 2006 or 2008 will

be the subject of consultation during the coming months 

age discrimination legislation - october 2006 
� Introduces the concept of a default retirement age 
� A Scheme Normal Pension Age 
� Flexible Retirement options 
� Impacts on the Compensation Legislation 
� Will require changes to Discretionary policies 
� Again the devil will be in the detail and we must await the

consultation exercises on how far these changes will impact on the
LGPS

national fraud initiative 
The authority again participated in an anti-fraud initiative organised by
the Audit Commission where data includes Payroll and Occupational 

Pension details are provided. Such data is compared with other public
bodies which helps ensure: 
� the best use of public funds 
� no pension is paid to a person who has deceased, and 
� Occupational Pension Income is declared by Housing Benefit

claimants 

preserved benefits      
A "preserved benefit" ( also called a "deferred" or "frozen" benefit ) is
the pension benefit awarded to you on leaving the Scheme before
retirement. 

It consists of a lump sum and pension, calculated on the basis of service
to the date of leaving and the best of the last three years pensionable
pay. 

In normal circumstances, the pension and lump sum is "frozen" until you
reach retirement age, when they become payable. From the date of
leaving, to the date of payment, both the pension and lump sum receive
annual increases in line with inflation. This ensures that your preserved
benefits retain their value over a period of time. 

In certain circumstances, your employer can decide to pay your preserved
pension early, either on compassionate grounds or permanent ill-health. 

Once a preserved benefit has been awarded, you can elect to transfer it
to another tax-approved pension arrangement at any time before
reaching normal retirement age. 

attention ALL pensioners aged 60 and over 
Since October, 2003 the Government introduced a new entitlement for
people aged 60 and over called Pension Credit. This replaces the former 
Minimum Income Guarantee and ensures that everyone aged 60 or over
an income of at least:
� £105.45 a week if you are single, or 
� £160.95 a week if you have a partner 

There are two ways to apply for Pensions Credit 
� by calling the Pension Credit application line on Freephone 0800 99

1234, or 
� by visiting the Pension Credit website on

www.thepensionservice.gov.uk/pensioncredit and completing the on-line
application form 

For further information or help with Pension Credit, please contact your
local Citizen's Advice Bureau or write to The Department for Work and
Pensions, PO Box 457, Mexborough S64 9WW 
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