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Your local
government
pension will

not be reduced.

WELCOME TO

PENSIONNEWS

It gives me great pleasure to introduce Pensionnews
2009. With it we aim to keep all of our retired
members informed about the Fund, the Strathclyde
Pension Fund Of ce and pension matters generally.

I would like to start this year s Pensionnews by clarifying the rules for
pension increases.

Usually local government pensions are increased every April to take
account of in ation over the 12 months to the previous 30 September.

For the rst time ever the Retail Prices Index (RPI) fell over a year to
30 September: it went down 1.4% in the year to 30 September 2009.

The rules for local government pension increases are that a pension
cannot be reduced for in ation being negative.

Also, as detailed in the article on page 4, any local government
pensions overpaid as a result of incorrect treatment of Guaranteed
Minimum Pensions will not be reduced.

Therefore 1 can reassure you that your local government pension will
not be reduced in April 2010.

You may next receive an in ation increase to your local government
pension in April 2011 depending on what happens to in ation in the
12 months to 30 September 2010. It is also guaranteed by the Scottish
government and unaffected by investment returns.

If you are receiving a state pension, this will be increased by 2.5%
in April 2010 despite the de ation, as it is subject to different rules.

In 2009 another 11 joined our (aged at least) 100 Club making
22 in total, and we congratulate them all. In the last year we paid
out £247m in pensions, an increase of £12m on the previous year.
Our number of pensioners continues to grow: it was 59,754 on
31 March 2009, up from 58,846 the previous March. And some
of them are now living in some very far away places (see page 10).

Finally, winning the awards for scheme governance at the Engaged
Investor Trustee Awards 2009 and Premier Scheme and Public Sector
Scheme of the year at the Scheme of the Year awards, re ects well on
the hard work put in by all of the staff at the Strathclyde Pension Fund
Of ce over the last year.
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CONVENER S
SUMMARY REPORT

The past year has been a very challenging one for anyone involved with pensions
and especially those involved in local government pensions.

: Summarising the year to 31 March
: 2009:

The Fund s membership grew
slightly to:
91,148 active members.
40,804 deferred members.

What started as a credit crunch in 2007 had turned into one of the worst economic
and banking crises in history by 2008. By 2009 it has become a recession whose :
length and depth remain hard to predict. There can be no one untouched by events :
like the bank bail out, the collapse in demand for goods and services and the huge :

cost pressures on businesses.

Strathclyde Pension Fund has clearly been affected. The value of the Fund has
dropped sharply and a variety of investment issues have had to be addressed

in the course of the year.

These have included the nationalisation of banks in which we are shareholders,
a small number of defaults on bonds which we hold, and delays in nding tenants
for some of the buildings in the property portfolio.

Dif cult times. But the Fund will ride out these problems.

We have always taken the view that we are investing for the long term. So, even
if there are further falls in value, we are well structured for a recovery in markets,

whether it comes soon or later.

Aside from investment, the challenge of introducing the new LGPS has been the
main focus for us over the last year. | m pleased to report that the project has been a

success, with our communications programme receiving many well-deserved plaudits. :
: Improvements like these continue to

Another success story for us has been the 2008 actuarial valuation. The combined
efforts of the SPFO and our employers to clean up our member records reaped
signi cant rewards, resulting in the Fund being 95% funded as at 31 March 2008.

These data cleansing efforts were also recognised by Glasgow City Council
in their 2009 Flourish awards for team excellence. Our actuarial valuation project
team led by Sharon McKechnie scooped the prize for Improving the ef ciency

and effectiveness of our services .

The LGPS has been the subject of a lot

of comment in the press in recent months.

Critics say that it is too generous on
the one hand and insuf ciently funded
on the other. 1 am happy to defend the

Strathclyde Pension Fund on hoth counts.

The LGPS is a very good scheme.
And the new LGPS introduced some
improvements as well as spreading the
cost more fairly amongst members.
But the average pension paid by the
Fund is fairly modest at less than
£4,500 per year.

The actuary reported a 5% de cit when
the Fund was valued last year. This will
have increased since then as a result of
falling investment markets. No surprise,
as we expect the value of the Fund to
rise and fall but to grow over time to
meet its purpose of paying pensions
many years from now.

The LGPS is a de ned bene t

scheme, so pensions are not affected by
investment returns and you can rest
assured about the security and value of
the pension you have built up.

e

Bailie James McNally
: Convener, Strathclyde Pension Fund Committee

59,754 pensioners.

The Fund s investments fell by
20.8%.

: Signi cant decisions by the Strathclyde
: Pension Fund Committee over the last
: year included:

The introduction and ongoing
monitoring of a detailed Risk
Register.

A detailed review of our adherence
to the UN Principles for Responsible
Investment.

Stopping transfers in from non-public
sector pension schemes.

: strengthen the investment, governance
: and operational structures that we have
: in place. And we remain committed to
the development of the Fund and the

: service we provide to scheme members
. and other stakeholders.

=
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OVERPAID
PENSIONS

Following clari cation from the
Scottish Government, we are pleased
to con rm that all Strathclyde
Pension Fund pensioners whose
pensions have been overpaid as a
result of incorrect treatment of their
Guaranteed Minimum Pensions
(GMPs) will not have their pensions
reduced in any way.

of our pensioners might be affected.

This clari cation means that all of our members
receiving a pension who had pensionable service
between 1978 and 1997 and had attained state
pension age will:

Not have the existing level of their pension
reduced.

Not receive a bill for any overpayments.

Not have any overpaid element of their pension
excluded from future pension increases.

But note that any pension payable on your death will
be calculated on the correct GMP.

ACTUARIAL
VALUATION

The purpose of the Fund is to pay your bene ts when
: they are due.

: An actuary carries out a formal actuarial valuation

¢ of the Fund every three years. This valuation helps us
: to monitor whether enough money is going into the

¢ Fund and to decide where to invest.

© The key output from the valuation is the Fund s

. percentage funding level. The latest, formal triennial
¢ actuarial valuation established that the Fund was

: 95% funded as at 31 March 2008, higher than

: almost any other Local Government Pension Scheme
: fund in the UK.

: We recognise that since 31 March 2008 the funding
_ o i level has worsened due to investment conditions.
Our estimates earlier this year were that about 5,000 However we are con dent that our relatively strong
: position makes the funding de cit manageable.

© You should be aware that, whatever the funding

: position is, your bene ts from the LGPS are

guaranteed by legislation.

: The de cit will be tackled through a combination of

: increased employer contribution rates and a relatively
i aggressive investment strategy. Unusually amongst

: public sector funds we are still targeting recovery over
: the remaining working lifetime of scheme members

around 11 years in our case.

The Funding Strategy Statement and the 2008
¢ Actuarial Valuation can be downloaded from
© our website.

POWER OF ATTORNEY

It s now easier than ever to organise a Lasting Power of
Attorney thanks to shorter and simpler forms launched by
the Public Guardian.

A Lasting Power of Attorney gives the person you choose
the power to make decisions about your property or
personal affairs if you have an accident or illness that
stops you being able to make decisions for yourself

for example a brain injury or a degenerative disease.

This can be particularly useful in ensuring that you continue
to receive your pension.

If you are worried about losing mental capacity and want to
know that someone you trust will be making the important
decisions about your health, welfare and nances, more
information is available at www.publicguardian.gov.uk or

by telephoning the Of ce Of The Public Guardian on
0300 456 0300.



RETURNING TO LOCAL
GOVERNMENT WORK?

Abatement of Compensatory Added
Years (CAY)

If you were retired on redundancy or
ef ciency grounds and your employer
granted you additional service, you
must notify us in writing if you return
to local government work.

That s because your pension may be
reduced or suspended, if you start
another job in local government or with
an organisation that participates in the
LGPS.

We will apply two tests to your pension if
you return to local government work.

Firstly we will test that your pension
(including the additional service awarded
by your previous employer) when you

ADDRESS CHANGE

NEW address

CHANGE OF BANK/BUILDING SOCIETY

Details of NEW account

Visit our website
www.spfo.org.uk 05

recommence employment plus your new
rate of pay is less than your nal pay

at your date of retirement. If your new
rate of pay plus your pension is greater,
your additional service pension will be
reduced or suspended.

Secondly we will ensure that the service
you build up in your new employment,
plus the total service used to calculate
your rst pension, does not exceed the
service you could have built up in the
scheme had you worked continuously
until age 65. If this total is exceeded,
your additional service pension and lump
sum will be permanently reduced.

Details of OLD account
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INVESTMENTS

STRATEGY . Our revised investment strategy

: Is summarised in our strategic

In September 2009 the Committee made a number of decisions to conclude : benchmark:

the three-yearly review of the Fund s investment strategy and structure. :

Active equity exposure will be reduced. Passive exposure will increase. - ASSET CLASS %
And to improve the ef ciency of the structure, active exposure to the US -

and UK equity markets will be limited. : UK Equity 18 53
Restructuring of the bond portfolios, including the termination of Henderson : .

and Western and funding of PIMCO and Threadneedle will take place during Overseas Equity 14 49
the fourth quarter. ! private Equity 5 10

The property strategy will be reviewed by means of a tendering exercise. : .
And a New Opportunities portfolio may be created to provide access to : Total Equity 73

areas not covered by the existing strategy. : Commercial Property 12

In March, the National Association of Pension Funds came out strongly in :
favour of our investment strategy. The NAPF is rmly of the view that an equity : Bonds 15
based approach is appropriate for a local government pension fund with a long :
term investment horizon. :

STRUCTURE

Our revised investment structure includes a variety of specialisms. In each case we use best-in-

class specialist managers to make the most of the potential of the investments. M%;TS'QI?ZET
RECORD MELLON MILLENNIUM
BAILLIE GIFFORD PIMCO GLOBAL
THREADNEEDLE EQUITY
CAPITAL INTERNATIONAL GENESIS
EDINBURGH PARTNERS PANTHEON
L&G SPECIALIST
INVESCO PARTNERS GROUP MANDATES
JP MORGAN
LAZARD
GARTMORE
ACTIVE
ALLIANCE BERNSTEIN ABERDEEN PI CURRENCY
The Fund has achieved a 10 year annualised return of And in comparison to the median UK pension fund,
+2.5% over the last ten scheme years that run from 1 April measured by the WM All Funds index, the Fund has
to 31 March. outperformed over 10 years.

This return illustrates the dramatic impact that the recent 2008/2009 proved to be one of the most dif cult and
turmoil in  nancial markets has had on the long term extraordinary periods in nancial markets for a generation.
performance of the Fund. Performance is now below

average earnings and price in ation for the 10 year period. =~ What had started as a credit crunch in 2007 developed
Nevertheless the Fund remains ahead of its benchmark in to one of the worst banking crises in history.

over 1, 3, 5 and 10 years.



The presence of deteriorating sub-prime mortgage assets
on the books of commercial and investment banks led

to takeovers, bankruptcies and government intervention
among nancial rms.

Central banks and governments across the globe
synchronised interest rate cuts, developed large scale
spending plans, recapitalised banks and created multiple
programmes, all designed to restore liquidity to frozen credit
markets.

Global markets responded with extreme volatility. At times
the FTSE 100 swung up to +/-10% on a daily basis.
Despite a rally in equity markets in March 2009, the FTSE
All Share Index ended the year down 29.3%, while the
FTSE World Index lost 20.0%.

Corporate bond markets were similarly chaotic and

the spreads of nancial sector bonds over government
securities soared to record highs.
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Returns in the UK commercial property market deteriorated
sharply as nancing for investment vanished and con dence
levels plummeted.

Meanwhile, falling stock markets and growing signs

of a global economic downturn caused an exodus to
government securities, with FTSE All Stock Gilt Index
returning +10.3% for the year. The US dollar rose
+38% against sterling and +19% against the Euro as
investors perceived the currency as a safe-haven.

But sterling suffered signi cant depreciation against all
major currencies as concerns deepened over the UK's
weak economic outlook.

Looking ahead, we have always taken the view that we are
investing for the long term. Our allocation to equities aims
to deliver a long term return in excess of the rate of growth
of the accrued liabilities.

STOP PRESS: The six months starting on 1 April 2009
have seen a recovery in investment values: by 30 Sept
the Fund s value had risen to £9,273m.

Year to 31 March | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009

Annualised
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Our website has a Jargon Buster that explains some of the terms we use.

Responsible investment

We are delighted to report that we have achieved third
place in the 2009 FairPensions survey of responsible
investment performance.

We were the highest-placed local authority pension scheme
in the survey.

Our third place is one place higher than we achieved in
FairPensions last survey two years ago. And it was achieved
against stiffer competition: the 2009 survey included

30 of the UK s largest pension schemes instead of just 20

in the 2007 survey.

Our score also rose to 90%, compared to 85% in 2007.

In their assessment of our responsible investment performance
FairPensions commented that:

Strathclyde Pension Fund continues to show strong
commitment and action on responsible investment.

The Strathclyde Pension Fund is to be commended for
its clear commitment to responsible investment, as evidenced
through their detailed policies and practice, and their
strong understanding of the fundamental importance
of transparency.

At a time when the nancial world has been facing scrutiny
over the current economic crisis, receiving such a prestigious
endorsement for our approach to investment is a source of great
pride. It re ects the commitment and effort we continue to
devote to responsible investment.

Given the manifold nancial problems of the last year across
the globe, and the resultant loss in fund values it would be easy
to lose sight of the importance of social, environmental and
governance issues. e believe that in many ways the opposite

IS true, and that, if value and con dence are to be rebuilt, these
issues simply cannot be ignored.
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FUND ACCOUNTS
2008/09

For the year ended 31 March 2009

2007/08 2008/09
£000 £000
FUND INCOME
Contributions receivable from employees 100,041 104,829
Contributions receivable from employers 269,022 292,381
Additional contributions from employers 16,643 20,090
Transfers in 24,596 22,616
Other income 364 377
410,666 440,293
FUND PAYMENTS
Pensions 235,288 247481
Lump sums 62,389 72,050
Refund of contributions 1,152 970
Transfers out 15,705 16,008
State scheme premiums 1,466
Administrative and other expenses borne by the Fund 4,028 4,085
318,562 342,060
Net addition from dealings with members 92,104 98,233
RETURNS ON INVESTMENTS
Investment income 224,828 231,619
Investment management expenses (19,391) (17,495)
Overseas tax (4774) (3,345)
Change in market value of investments (512,433) (2,177,802)
Net returns on investments (311,770) (1,967,023)
Net movement in the Fund during the year (219,666) (1,868,790)
ADD
Opening net assets as at 1st April 9,686,371 9,466,705
EQUALS
Closing net assets as at 31st March 9,466,705 7,597,915

Important note: the results for the 2007/08 nancial year have been restated due to post audit changes. The cumulative effect
on reserves of prior year adjustments made during the period is a decrease of £12.320 million.

SUMMARY

Pensions and other payments during the year were met from current income, so there was no need to draw down cash from
investment portfolios. Investment values fell signi cantly during the year as explained in Investments .




WHAT YOU

SAY ABOUT US

Our top priority from all the work that we do is to ensure
that all of our retired members receive their pension.

To help to ensure that we continue to pay pensions on
time we have disaster recovery plans in place to anticipate
even worst case scenarios.

We set targets for ourselves in areas like processing
address changes on a timely basis, monitor our
performance against our targets and keep track of how
happy you are with us by issuing rolling customer surveys.

Excellent prompt patient service .

Lump sum has arrived

today on the rst day of my
retirement - you can t get
better than that .

Visit our website
www.spfo.org.uk

Staff very friendly
and service top

quality

Your level of satisfaction with the quality of service we

are providing and our performance are summarised in the
tables below. We are also proud to include some feedback
that you have given us on our surveys.

Retirements
Forms issued 1,855
Responses 561
Response rate (%) 30.2
Satisfaction Rating (%) 91.1
2007/08 (%) 915

Excellent service. Staff are so patient and understanding

I made the choice 38 years ago to join this pension fund
and have no regrets .

Service is excellent, staff are a priceless asset to SPFO.
I was ignorant of retirement issues but your staff clari ed
everything for me, Thank you all so very much .

Delighted with the service provided. Although there was
a delay with my pension due mainly to my employer I had
total con dence in Strathclyde Pension Fund Of ce. Thank
you for all your help .

Excellent clear and concise information delivered on time .

Impressed by the speed and ef ciency of handling my
application and arranging payment of pension and
lump sum .

PERFORMANCE INDICATORS 2006/2007 2007/2008 2008/2009 1 Apr 08
PENSIONS ADMINISTRATION to 31 Mar 09
Performance | Performance | Performance PERFORMANCE
(Actual) (Actual) Target ACTUAL
RETIR QUO
Turnaround Times 10.17 days <15 days 7.57 days
% Caseload outstanding 1.81% <1% 0.03%
Total rolling year volume 5,140 4,842
% On target 76.82% 80.00% 86.33%
Turnaround Times 6.53 days 4.25 days <12 days 3.79 days
% Caseload outstanding 0.06% 0.97% <1% 0.00%
Total rolling year volume 1,577 1,744 1,855
% On target 78.42% 91.84% 80.00% 93.37%
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RAIN, RAIN, GO AWAY

We pay Local Government Pension Scheme pensions to a

number of our retired members now living in some very

far away places. A common theme is that they have left
Strathclyde behind in search of sunnier climes and

a more pleasant lifestyle.

G DAY
FROM AUSTRALIA

Stephen \ersey, formerly of Strathclyde Police, sums up life
in Australia with the True Aussie Bloke tale below and
tells us that: The only noisy neighbours I have are the
kookaburras with their incessant laugh, and the kangaroos
have a habit of invading the veggie patch, but at least they
taste better than the kookaburra.

A TRUE AUSSIE BLOKE

It s the NRL (NRL is National Rugby League) Grand Final,
and a man makes his way to his seat right on the Wing.
He sits down, noticing that the seat next to him is empty.
He leans over and asks his neighbour if someone will be
sitting there.

No, says the neighbour, the seat is empty .

This is incredible , said the man. Who in their right mind
would have a seat like this for NRL Grand Final and not
use it?

The neighbour says Well, actually, the seat belongs to me.
I was supposed to come with my wife, but she passed away.
This is the rst NRL Grand Final we haven t been to
together since we got married in 1967.

Oh ... I msorry to hear that. That s terrible. But couldn t
you nd someone else, a friend or relative, or even a
neighbour to take the seat?

The man shakes his head No, they re all at the funeral.

ALLO ALLO FROM AUSTRIA

I live in Vienna, Austria, a beautiful country with
stunning scenery a bit like Scotland without rain. 1 now
understand the difference in the seasons as | used to think
there were only two in Scotland, winter and rainy.

RICHARD DAVIS, formerly of Social Work

CLASSLESS CYPRUS

Each day is bright here and you feel better before you start.
The lifestyle is mainly outdoors even in October. You can go
for walks both day and night and feel safe.

My neighbours here are all nationalities German, Russian,
Cypriot, Moldavian and English. They all speak English.
Class distinction is almost zero. Each person is met on
their own merits. We are all Jock Tamson s Bairns here

in Cyprus.

MARGARET RENNIE, formerly of South Ayrshire Council






