
Mr Roger Jones BSc Econ (Hons) , C.P.F.A.
Director of Resources

The past twelve months have been another interesting and
challenging one for your Pension Fund.

I would like to concentrate on two key areas in my
introduction to this year’s Newsletter, the triennial valuation
and the governance of the Fund.

As I reported in the Annual Report and Accounts for 2006-
2007, the statutory triennial valuation is upon us once
again. Is it really 3 years since we concluded the last
valuation exercise?

The results of the 2007 valuation (as at 31st March 2007)
make very pleasing reading, with the solvency level
increasing from 88.5% in 2004 to 92% in 2007. This is
after assumptions made for mortality, commutation and
ill–health retirements. Within the English and Welsh local
authority pension funds family the Dyfed Pension Fund is
now in the top quartile for solvency levels.

On the down side, most employers’ contribution rates have
obviously had to increase to get the Fund back to its target
of a 100% solvency level, but it is worth noting that we
still have some of the lowest contribution rates in England
and Wales. The resultant report and certificate will set the
employer contribution rates for the next 3 years from 1st
April 2008.

I would like to thank my Pensions Administration and
Investment staff for providing the data, and the actuary, Mr
Steve Jacquest (Mercer), for his analysis and findings.

We are now in a position to review the Fund’s investment
strategy, which will be concluded by the summer.

The Governance Policy for your Fund was published in
March 2006 and is available on the Fund website.
In October 2007, the Department of Communities and
Local Government (DCLG) issued guidance which set out
the rationale of a ‘comply or explain’ approach to a
governance compliance statement. It set out nine best
practice principles against which governance compliance
could be measured and provided guidance on how the

statement should be
completed.
The best practice
principles ranged from
the structure and
representation of the
Fund’s Pension Panel to
the frequency of
meetings and availability
of training for Panel
members.

The governance compliance statement for the Dyfed
Pension Fund was completed in March 2008 and concluded
that the Fund was fully compliant in seven of the best
practice principles and not fully compliant in two. Where
we were not fully compliant explanations were provided to
the DCLG.

The conclusions highlight the fact that the Fund shares the
Government’s desire to ensure that the highest standards
are achieved and maintained in the governance
arrangements for local authority pension funds.

Despite a disappointing performance from BGI, the Fund’s
sole fund manager, the Fund has still achieved a positive
return of 5% through the recent turbulent market
conditions.

As at 29th February 2008 the Fund’s value was well above
£1billion. We do of course continue to closely monitor the
short term and long term performance of the Fund and the
fund manager.

www.dyfedpensionfund.org.uk
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Top Ten Investments as at 29 Feb 2008 (£)
1 BP

2 Vodafone

3 HSBC

4 Royal Dutch Shell A

5. Glaxosmithkline

6 Rio Tinto

7 Royal Dutch Shell B

8 British American Tobacco

9 BHP Billiton

10 Anglo American

£29,648,177

£25,198,101

£20,737,956

£17,794,643

£17,448,804

£14,493,222

£14,431,924

£11,030,511

£9,312,875

£9,083,983



Pensions Administration

The pace of change seems to continue unabated within the
pensions environment where each year is as busy as the
previous one.

Annual Benefit Statements were again issued but
unfortunately could not follow the previous years’ practice
of containing state benefit projections due to difficulties
experienced by Central Government systems. Indeed, a
ministerial announcement indicated that such data may not
be available for a while. Additionally, 'partnership' working
with colleague Welsh Pension Fund authorities continued
with the Dyfed Fund, acting on a lead authority basis,
producing the recent Newsletter issued to Scheme
members which provided the latest update on the new-
look LGPS changes anticipated from 1st April 2008. More
on this issue is contained later in this Newsletter.

Locally, further pension qualification successes were gained
by Sectional staff with a number now working towards full
Diploma status. Due to the scale of current and recent
legislative changes, a sectional realignment was undertaken
which included the recent appointment of a
Communication Officer which addresses the growing
importance and expectations of all stakeholders.

Legislative Changes

While the '85-year rule' provision was removed from the
LGPS on 1st October 2006, protections were retained for
certain categories as outlined in last year's Newsletter.
Though the Unions challenge to its removal via a Judicial
Review was dismissed, further consultation ensued during
the year on extending the protections and granting full, as
opposed to tapered protection, to individuals who would
attain age 60 between April 2016 and March 2020. A final
decision in this regard is still awaited.

As a consequence of Age Discrimination legislation,
amending regulations were introduced from 1st October
2006 which removed the former powers available to
Employers to award added years on redundancy or
efficiency of the service terminations and additionally
removed the provision to award compensation to a
maximum of 66 weeks. These were replaced by a more
general power whereby Employers could award a single
compensation payment in the event of a redundancy or
efficiency termination to a maximum of 104 weeks.
Individual authorities would have to review their policies in
this regard as the ability to utilise the former provisions
were fully removed by 31st March 2007. Specific employer
meetings have been conducted to assist within this area.

New-Look LGPS

Many of the proposed changes for the new-look LGPS
arrangements were included within last year's Newsletter .
The new arrangements will come into effect from 1st April
2008 where the LGPS retains its 'Final Salary' status. The
current benefit basis of 1/80th pension and an automatic
3/80ths Lump Sum for each year of service will be removed
where service from 1st April 2008 will provide a 1/60ths
pensions only. As individuals you will still be able to
generate a tax free lump sum by giving up part of your
pension. You will then receive £12 of a Lump Sum for each
£1 of pension 'surrendered'. Overall this provides a benefit
improvement of over 8%. Some key changes include:

Membership
Current Scheme members will simply transfer automatically
to the new Scheme on 1st April 2008. Future eligibility will
be restricted to individuals with a contract of 3 months or
more. Further details will be available from your Employer.
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Contributions
Current Scheme rules provide that each member
contributes at a standard rate of 6%, while certain former
'manual' workers, who joined the LGPS before the 1st April
1998 retained a 'protected' 5% contribution rate.

From 1st April 2008, the new-look Scheme introduces the
concept of banded contribution rates linked to earnings
as follows:

Earnings Range Contribution Rate
less than £12000 5.5%
£12,000 & under £14,000 5.8%
£14,000 & under £18,000 5.9%
£18,000 & under £30,000 6.5%
£30,000 & under £40,000 6.8%
£40,000 & under £75,000 7.2%
£75,000+ 7.5%

The Regulations further provide that:

• Part time employees will contribute on the basis of full
time equivalent pay.

• Full time term-time employees’ contribution will be
based on actual earnings.

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

• The above earnings range will increase annually by the
Retail Price Index.

Responsibility for determining an individual’s earnings and
contribution rate, including notification requirements falls
on the Employer. Where an individual may hold more than
one post with an Employer, a separate assessment will be
undertaken for each post held.

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

• April 2008 - the rate increases to 5.25%
• April 2009 - the rate increases to 5.5%
• April 2010 - the rate increases to 6.5% or their

respective earnings/contribution band if lower
• April 2011 - protection period ends.

Ill health
From April 2008, the new-look Scheme introduces tiered ill
health awards with more targeted benefits linked to
capacity to undertake future gainful employment. As a
protection, current Scheme members aged 45 of over at
the 31st March 2008 will have their ill health
enhancements at a level no lower than those provided by
the 1997 LGPS Regulations.

The qualifying period for ill health enhancements is reduced
from 5 to 2 years Scheme membership, and where

employment is terminated because of permanent ill health,
the pension will be based on accrued membership, plus:

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

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

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

It is anticipated that the key issue will be an individual’s
capacity to undertake gainful employment as opposed to
actually finding or undertaking gainful employment. In
reaching a decision on permanent ill health and entitlement
to release of pension benefits, both the Employer and
independent qualified physician will be required to consider
statutory guidance issued by the Secretary of State.

Further consultation continues on the possibility of a lower
3rd Tier award which could include a review mechanism
and/or a possible time limited award.
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Cohabitee benefits
From 1st April 2008, the new-look LGPS will provide a
pension to not only a spouse or Civil Partner, but also to a
nominated cohabiting partner. Certain conditions are set by
Regulation as follows:

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

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

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

• Either B is financially dependent on A or A and B are
financially interdependent.

Further guidance in this area, including draft forms are
anticipated to be issued centrally. Further information will
be available from your Employer.

Pensions Increase

This year, pensions will increase by 3.9% from 7th April,
2008 and represents the percentage increase in the Retail
Price Index for the 12 month period to September 2007.
Pensions Increase is normally applied to pensioners who are
aged 55 or over, or have retired at any age on ill-health
grounds or 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

30th April 2008
30th May 2008
27th June 2008
31st July 2008
29th August 2008
26th September 2008
31st October 2008
28th November 2008
24th December 2008
30th January 2009
27th February 2009
27th March 2009

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 information is compared
with other public body data which helps ensure:

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

Benefit claimants

Points of Contact
Investments Anthony Parnell 01267 224180
Administration David Lewis 01267 224188
Administration Kevin Gerard 01267 224157
Membership Martin Morgan 01267 224452
Payments / Benefits Aled Williams 01267 224660
Pensioner Payroll Emyr Tillman 01267 224806
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