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Since the last Newsletter it is turning out to be another
eventful year in the life of your Pension Fund.

The Annual Report and Accounts for 2005-2006
highlighted the fact that the value of the Fund’s assets
exceeded the milestone £1 billion mark for the first time in
its history. This increase in value has not only been
attributable to improved stockmarket returns during
2004/05 and 2005/2006, but also our Fund Manager’s
expertise in outperforming the benchmark set by the
Investment Panel. To put this into context the value of the
Dyfed Pension Fund as reported in the ‘Pensions Funds
performance Guide – Local Authority edition 2006 ‘
published by DG Publishing shows that as at 31st March
2005 your fund was ranked 42nd out of the 108 Local
Authority Pension Funds in the United Kingdom and 3rd
out of the 8 Welsh Funds.

This trend, I am pleased to say, has continued throughout
2006 despite fluctuations in June and July. At the end of
February 2007 the value of the Fund stood at £1.090 bn.

At the time of writing the Fund is undergoing its triennial
valuation which is undertaken by the Fund’s Actuary. The
main purpose of this is to determine the contribution rates
from the 1st April 2008 in order to maintain the solvency
of the Fund for the three years thereafter.

A new Local Government Pension Scheme (LGPS) is being
put forward by the Government which will take effect from
the 1st April 2008 and will replace the existing scheme. At
the time of writing further consultations are ongoing
between the Government, Unions and other interested
groups within the Pensions Industry. Further details of the
current proposals still under discussion are referred to later
in this Newsletter.

I would like to take this opportunity to express my
appreciation to Mr Steven Flather who left the Fund to take
up a post with the Mid & West Wales Fire Authority during

2006. Steven looked after the Fund’s investment issues and
accounting matters and I would like to thank him for all the
hard work he has done over the years. His replacement,
Mr. Anthony Parnell has recently joined us from
Pembrokeshire County Council, and I wish him the very
best in his new position.

Pensions Administration
It seems that the opening line used in last year's Newsletter
could be replicated, for this was another busy year. The
Annual Benefit Statements were not simply issued but
enhanced to include State Pension Benefit projections
which enables individuals to have a rounded view on what
their projected total pension entitlements/retirement
income could be at normal retirement age. I trust this
proves useful and its implementation was ahead of internal
targets set in this area.

As ever, we continue to evaluate areas for improvement
and are undertaking reviews with colleague Pension Fund
Authorities in Wales on how we can share and improve
service delivery standards and attain best practice levels.
With the Fund taking the lead in a number of areas,
Scheme members may recall the 1st All Wales Newsletter
issued in June 2006 covering specific legislative changes.
This was used by 6 of the 8 Pension Funds in Wales and
followed by the development of the new style Annual
Benefit Statements. Colleague authorities who were able
to address the requirements for producing Combined
Benefit statements joined this year's exercise, while the
remainder will follow in due course.
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At a local level, I am pleased that 2 more staff members
attained formal pension qualifications which improves the
Unit's capability to assist in addressing ever increasing
stakeholder demands. The year was again an eventful one
from a legislative perspective, with greater detail in this
area given below, however, 2007 looks as if it will be an
even more eventful period with significant issues on the
horizon which include:

• Production/Distribution of Annual/Combined Benefit
Statements.

• Pension Fund Valuation exercise as at 31 March 2007.
• Pension implications from Job Evaluation and potential

Equal Pay related issues.
• The preparation for the introduction of a new-look LGPS

Scheme from 1 April 2008.

Legislative Changes
The year started with the introduction of the Finance Act
accompanied by related changes to the LGPS Regulations.
Main issues included:

• Introduction of a Lifetime and Annual Allowances.
• Removal of past contribution limits where individuals

can now contribute up to 100% of taxable pay into
the Scheme.

• The ability to increase the Tax Free Lump Sum available
at the point of retirement.

• Ability to join or remain in the Scheme post Age 65.

• Introduced (with employer consent requirements) the
concept of flexible retirement from age 50.

• Child benefits will now generally cease on attaining age
23 even when full time education continues.

The 85-Year Rule
Following protracted negotiations and an earlier day of
industrial action, legislation was introduced on 1 October
2006 removing the 85-year rule.

In reality, the 85-year rule was simply a test to determine
whether pension benefits paid before age 65 were subject
to actuarial reduction. While this provision was removed
following advice received by Government that its retention
would breach Age Discrimination legislation effective from
1 October 2006, protection was afforded as follows:

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

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

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

Compensation Provisions
Having previously been subject to a draft consultation
exercise, the Department for Communities and Local
Government (DCLG) issued amending regulations on
29 November 2006 which had retrospective effect to 1st
October 2006. These changes removed the former powers
available to Employers to award added years in either a
redundancy or efficiency of the service termination and
additionally removed the available provisions to award
compensation to a maximum of 66 weeks. These were
replaced by a more general provision where Employers
could award a single compensation payment in the event
of a redundancy or efficiency of the service termination to a
maximum of 104 weeks. Individual authorities would need
to review and publish their operating policies in this regard.
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A New-Look LGPS Scheme
During the summer, the DCLG issued for consultation a
policy document which included a number of costed
options together with a range of additional issues to assist
in the development of a new-look LGPS for introduction
from 1 April 2008. Draft Regulations were released for
consultation in January encompassing Membership,
Contributions and Benefit related matters (all other aspects
are being placed in a separate set of regulations 'titled' the
Administration Regulations) with the main points including:

• Benefit accrual rate increased to 1/60ths (from the
present 80ths base) with ability to take up to 25% of the
pension vale as a lump sum.

• Benefits increased where pensions paid after Age 65.
• Death in Service benefits increased to 3 times pay

(currently 2 times pay).
• Retirement with pension on grounds of redundancy at

age 55 or over - with protection for those aged 50
until 2010.

• Improves discretionary powers for employers to increase
pensionable service to a maximum of 10 years (current
augmentation ceiling of 6 2/3rd years).

• Introduces discretionary powers for employers to increase
pensions in payment.

• Introduces unmarried partner/co-habitee pension with
backdating to 1988.

• Introduces tiered awards for ill-health retirements though
the terms to be 'no less favourable' than in the current
1997 Scheme.

• Introduces a banded contribution base - 5.5% on the
first £12000 with a rate of 7.5% on excess earnings.
Part-time employees to contribute in proportion to whole
time equivalent earnings and the former 5% protected
rate for certain Manual Workers is removed.

• Dependent benefits will be based on a 1/160th basis as
currently applied.

• All members in service on 1 April 2008 will transfer to
the new-look Scheme, though benefits earned to 31
March 2008 for current Scheme members (including
those with protection for the 85-year rule) will be
'banked', with new benefits earned from 1 April 2008
accruing at 1/60ths base.

• Final pensionable pay will include the provision of the
best three year average in the last 10 years of service
alongside the 'normal' last year pay.

While the Draft Administration Regulations have only
recently been issued, the DCLG, have highlighted 4 new
sections covering:

• Development of Pension Administration Strategy
Documents. Guidance in this area will follow from DCLG
but are intended to formally set out the duties and
responsibilities of both administering authorities and
scheme employers in Scheme administration. These may

require the establishment of local focal points within
scheme employers and the setting of local performance
targets/benchmarks and to publish performance
against them.

• While Administering Authorities are already required to
have governance policies in place, guidance on best
practice in this area are intended to be issued jointly by
the DCLG and CIPFA's Pensions Panel. It is anticipated
that new statements, covering this aspect will need to be
published by 1 October 2007.

• The new Regulations, when issued, are intended to be
supplemented by guidance from DCLG covering the
preparation, content and publication requirements on
Fund Annual Reports.

• While the Benefits Regulations set out a new tiered basis
for ill-health retirement awards, formal pro-forma
documentation and guidance will be developed by
DCLG. It is intended that the Scheme Employer and the
independent registered medical practitioner shall have
regard to such guidance in making any first instance
decision regarding entitlement to an ill-health
retirement pension.

It is currently the intention to issue further employer
updates and a specific newsletter to all scheme members
when the actual regulations are issued.



Pension Fund Website
With another hectic year anticipated, particularly on the
regulatory front, the Fund website will again prove useful,
not simply with the speed in which your Pensions Team are
able to update on changing events, but provides for a far
greater facility to inform on the scope and details of
changes as they arise. I trust you find this facility useful,
and as ever would welcome any comments or suggestions
on how it can be improved for everyone's benefit.

Pensions Increase
This year, pensions will increase by 3.6% from 9th April,
2007 and represents the percentage increase in the Retail
Price Index for the 12 month period to September 2006.
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 who are in receipt of a spouse's or
child's pension. A pensioner who retired in the last 12
months will have a proportionate increase applied.

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

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

• The best use of public funds.
• No pension is paid to a person who has deceased, and
• Occupational Pension Income is declared by Housing

Benefit claimants.

Points of Contact
Investment Issues Anthony Parnell 01267 224180
Administration David Lewis 01267 224188
Administration Kevin Gerard 01267 224157
Membership Martin Morgan 01267 224452
Payments / Benefits Keri Bowen 01267 224156
Pensioner Payroll Emyr Tillman 01267 224806

Top Ten Investments (£) 28.02.07
1 Glaxosmithkline

2 HSBC

3 Royal Bank of Scotland

4 BP

5. Shell

6 Vodafone

7 HBOS

8 Barclays

9 Astrazeneca

10 BT

Value of the Fund (£m) over the last 7 years

2001 716

2002 723

2003 614

2004 762

2005 988

2006 1052

2007 (to 28/02/07) 1090
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22,264,785

18,420,151

18,297,168

18,142,575

14,198,903

13,581,204

13,294,004

13,043,233

11,675,955

9,628,594


