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The ancient Egyptians called their script mdju
netjer or “words of the Gods”.  Hieroglyphs
were the earliest form of Egyptian script and
also the longest lived.  There are over 700
hieroglyphic symbols...



Welcome to the 10th Annual Report and Accounts of the Shropshire County Pension Fund.

The Pensions Industry has been dominated again this year by media headlines of stock market

falls and wide-scale closures of final salary pension schemes.  Inevitably, the Shropshire Fund

has been affected by poor investment returns, as have all pension funds, but it is still in a

strong position.  It has one of the best funding levels and lowest employers’ contribution rates

of all local authority funds in the country.

The funding position (the relationship between estimated future pension payments and the

funds held to pay those pensions) and the consequent investment strategy are regularly

monitored by your Pensions Committee and their advisors to ensure that the Fund continues

to be invested in the most appropriate way.

Two new investment managers have been appointed during the year; F&C Management were

employed in July 2002 to manage investments in Emerging Markets - some of the lesser

developed countries of the world; and HarbourVest Partners now manage a new portfolio of

private equity investments - new and developing companies and enterprises in the US and

Europe.  Both of these appointments will help maintain the high standards expected from

Shropshire’s investment managers.

An exciting development for the Fund is the appointment of an adviser to specifically engage

with companies in which the Fund is a shareholder, on a range of socially responsible issues.

This will enable the Fund to fulfil its legal duty in seeking out best investments whilst

tackling issues of concern of an ethical, environmental and socially responsible nature with

individual companies.

The structure and administration of the local government scheme has been under scrutiny at

a national level this year in relation to the benefit packages available, the complexity of the

scheme regulations and the transparency of future funding policies.  Your Fund has played an

active part in those discussions, indicating wherever possible the feedback we have received 

introduction by the chair of pensions

committee and scheme administrator
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from our members on these issues.  Some modifications to the scheme are proposed and

amending regulations are expected to be issued in 2004.

This year the Annual Meeting will see the introduction of the pension website.  As well as

providing information on all aspects of the scheme, members will be able to access their own

records to do benefit projections online.  The website will be available from November at:

www.ShropshireOnline.gov.uk

These, and other developments, are covered in more detail in the following pages.  We hope

you find the report interesting and informative.  As always we welcome your feedback on the

report and indeed, on any aspect of the Scheme’s activities.

If you wish to make a comment or if you have any questions, our contact details are given on

the back page of the report.  

Thank you for reading.
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Laura Rowley

Director of Resources,
Shropshire County Council
and Scheme Administrator

Derek Woodvine

Chair, Pensions Committee
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members, managers and advisors

Administering Authority

Shropshire County Council
Shirehall, Abbey Foregate
Shrewsbury, SY2 6ND

Scheme Administrator

Laura Rowley

Independent Advisors

Frank Russell Company

Roger Bartley - Gartmore

Investment Management Ltd

Custodian

Northern Trust Company

Banker

National Westminster Bank Plc

Fund Managers

Atlantic Fund Management Ltd

Barclays Global Investors

Deutsche Asset
Management Ltd

Henderson Global Investors

F & C Management

Merrill Lynch Investment
Managers

Schroder Investment
Management Ltd

State Street Global Advisors

Actuary

Mercer Human Resource
Consulting

Auditor

Audit Commission

AVC Providers

Prudential Assurance
Company Ltd

Equitable Life Assurance
Society

Corporate Governance

Pensions Investment Research
Consultants Ltd (PIRC)

Responsible Engagement
Advisor 

ISIS Asset Management

Performance Measurement

Russell Mellon CAPS Ltd  

From left to right:

Keith Austin - Borough of Telford & Wrekin
Council Representative, Vice Chair

Lou Gladden - Employee Representative

Miles Kenny - County Council Representative

John Dickson - Borough of Telford & Wrekin
Council Representative

Derek Woodvine - County Council
Representative, Chair 

Malcolm Pate - County Council Representative 

Brian Gillow - County Council Representative

Zigurds Kronbergs - Association of Shropshire
Local Government Representative

Andrew McLoughlin - Employee Representative

Frank Davies - Pensioner Representative
(not shown)



Employees of the County, District, Unitary Councils and Foundation Schools have the right to join

the scheme and are automatically admitted to the Fund unless they indicate in writing that they do

not wish to participate.  Employees of Parish and Town Councils and other Admitted Bodies must be

nominated by their employer before they are admitted to the scheme.

participating employers
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Scheduled Bodies

Albrighton Parish Council

Alveley Parish Council

Bayston Hill Parish Council

Bridgnorth District Council

Bridgnorth Town Council 

Broseley Parish Council

Church Stretton Town Council 

Hadley and Leegomery Parish
Council

Hollinswood and Randlay
Parish Council

Lawley and Overdale Parish
Council

Lilleshall and Donnington
Parish Council

Ludlow College

Ludlow Town Council

Madeley Parish Council

Market Drayton Town Council

Much Wenlock Town Council

New College, Wellington

North Shropshire District
Council

Oakengates Town Council

Oswestry Borough Council

Oswestry Town Council

Shrewsbury & Atcham
Borough Council

Shrewsbury College of Arts
and Technology

Shrewsbury Sixth Form College

Shropshire & Wrekin Fire
Authority 

Shropshire County Council

Shropshire County Training Ltd

Shropshire Magistrates Courts
Committee

Shropshire Probation
Committee

South Shropshire District
Council

Stirchley and Brookside Parish
Council

St Georges and Priorslee Parish
Council

Telford College of Arts and
Technology

The Borough of Telford &
Wrekin 

Walford and North Shropshire
College

Wellington Town Council

Wem Town Council

West Mercia Supplies

Whitchurch Town Council

Admitted Bodies

Accord Housing Association

Age Concern

Connexions

Coverage Care Ltd

Drayton in Hales Burial Joint
Committee*

Harper Adams University
College

Ironbridge Gorge Museum
Trust

Landau Consultants*

Mencap

National Care Standards
Commission

North West Education
Action Zone

Relate Shropshire

Severnside Housing
Association

Severn Gorge Countryside Trust

Shropshire Adult College*

Shropshire Disability
Consortium

South Shropshire Housing
Association

Telford & Wrekin Education
Action Zone 

Telford & Wrekin Services
Limited

Telford Development
Corporation*

Telford Trust

Wrekin Housing Trust

*Employers with pensioner
liability but no current
employees.

Foundation Schools

Abraham Darby School

Adams Grammar School

Blessed Robert Johnson School

Charlton School

Corbet School

Ercall Wood School

Grange Junior School

Greenacres Primary School

Holy Cross CE School

Moorfield Primary School
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Monitoring

Following the actuarial valuation at March 2001 the Fund had a funding level of 108%.  At

that time it was the highest funded local government scheme in England.  Since the valuation

the Pensions Committee together with the Fund’s Actuary has continued to monitor the

funding level in order to assess the likely impact falling stock markets will have on future

employer contribution rates.  A meeting was held with scheme employers in May 2003 to

communicate the funding situation and discuss with them how we can best manage this.  The

intention was to invite employers to contribute to the ongoing strategy for managing the

Fund and contribution rates.  Investment performance has continued to be negative and the

likelihood is that there will be a funding deficit by the time of the next valuation in March

2004.  However pensions is a long term business and a long term view can be taken regarding

the recovery of any shortfall.  If any increase in employer contributions is necessary this would

not take effect until April 2005, and could be phased in over a number of years.  This gives

employers, investors and the Pensions Committee time to work together to develop an

appropriate strategy to achieve the Fund’s objective of full funding.

Stocktake 

The Office of the Deputy Prime Minister (ODPM) has taken forward its “Stocktaking” exercise,

issuing discussion papers on the future benefit structure of the scheme and the scope for

simplifying the current scheme.  The Pensions Committee, as well as many of the employers

in the Fund, have replied to these discussion papers, giving feedback on the proposed changes

to the scheme.  The proposals include the abolition of a right to a refund for anyone who

leaves the scheme within two years of joining, the phasing out of the “85 year rule” and the

increase of the earliest retirement age from 50 to 55.  If these changes go ahead, they will be

introduced from April 2004.  All of our members will be informed of any developments

regarding these changes.

review of the year
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Some 82 million items of mail are delivered each
day and continues to grow...
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Myners Principles

Pension funds are required by the government to comply with the ten principles of good

governance as set out in the Myners Review of Institutional Investment in the UK.  Funds are

also required to publish the details of their compliance with the principles and give

justification where they have chosen not to comply.

The ten Principles cover the areas of:

A statement of Shropshire's compliance has been included in the revised Statement of

Investment Principles (SIP), a copy of which is available from the Pensions Team.

Awards 

We are delighted to report that the Pension Fund has won the award for “Best Pensioner

Communications” at the Pension Scheme of the Year Awards ceremony in London recently.

This award was for all the communications activity the Pensions Team has delivered to its

pensioners over the previous year. This included a pensioner representative on the Pension

Committee, the new payslips, newsletters, the Annual Meeting and the Annual Report to

name but a few.

In winning this award the Fund beat off some very stiff opposition, including massive national

schemes and some highly acclaimed local government funds.    

The Fund also made the final short-list for four other award categories:-

• Trustee Training

• Defined Benefit Scheme Communications

• Best Use of Specialist Investment Managers

• Public Sector Scheme of the Year

The award is not only a recognition of the way the Fund communicates, but is also an

acknowledgement of how the Fund ensures that all issues, good or bad, are communicated

in a clear, honest and open way.
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Effective decision making

Clear objectives

Focus on asset allocation

Expert advice

Explicit mandates

Activism

Appropriate benchmarks

Performance measurement

Transparency

Regular reporting



This year we have seen yet more improvements in the service we provide to scheme members,

as well as further proposals for changes to the Scheme.

The Pensions Team

Since the expansion of the Pensions Team we have put a lot of resources into staff training.

This year we have seen two team members pass the Foundation in Pensions Administration

and one attain a Diploma in Pensions Management, through the Institute of Payroll and

Pensions Management.  Two other team members are currently studying towards the Diploma,

with more due to begin this year. In addition two members of the Systems team have attained

the HND in Computing.  This achievement in training and development reflects the

commitment shown by members of the team in ensuring they have all the skills they need to

provide the best service to members.

Performance

2002/2003 has seen improvements in productivity. As a result of changes we made in the

Pensions Team last year, output and turnaround times have improved markedly and we are on

track to achieve our performance targets.  The graph below indicates the improvements we

have seen in performance over the past year. Our aim now is to continue this increase in

productivity, and at the same time improve our turnaround time.

administration
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Scheme Membership

The table below shows a comparison of the make up of the Scheme membership for the years

2001/02 and 2002/03.  As you can see, the number of members in every category has

increased.  Of particular note is the increase in active members and the large proportion of

these who are employed on a part time basis.  Recent comparisons with other LGPS Funds

shows that this proportion is higher in Shropshire than the national average.  Recent analysis

has also shown that Shropshire has a sizeable minority of eligible employees who choose not

to join the scheme.  This is an area we are dedicating resources to in order to understand why

people don’t join and how we can encourage them to do so.

Development Activity

The Pensions Team has been developing its service and communications with scheme members

this year, and has undertaken the following activities:

• Surgeries - Many of our scheme members attended a “Pensions Surgery” this

year, giving them the opportunity for a one to one discussion with a member of the

Pensions Team, as well as providing them with a personal illustration of benefits.

Because of the sparse, rural nature of our County, we feel it is important to do

whatever we can to make sure all our members have access to the services of the

Pensions Team.  So far, Surgeries have been held in locations as far apart as Ludlow

and Oswestry, and the programme is continuing throughout the County.
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Status Number as at 31.3.2002 Number as at 31.3.2003

Actives-Full time 5,077 5,718

Actives-Part time 6,694 6,703

Deferred Pensions 3,321 3,804

Pensioners 4,534 4,676

Widows/Dependants 883 925

Frozen Refunds 1,608 1,854

Total Membership 22,117 23,680



• Annual Benefit Statements - Further development work has been

done to the Pensions Administration System, in particular to produce Annual

Benefit Statements for all members of the Scheme. The distribution of the

Statements is now underway and all members will receive their first Statement

during the next two years.  Statements will also be available online on the Pension

Fund website, to be launched in November 2003.  

• Payroll - Our Benefits Team, together with the County Council, successfully

implemented a new payroll system for our 6,000 pensioners.  This went “live” in

October 2002 without any major problems.  All pensioners received a letter in

April 2003 explaining the calculation of their pension increase by the new

payroll system.

• Admission Bodies - This year we have seen four new employers

becoming members of the Scheme, and offering valuable membership of the

LGPS to their employees.  We have also been approached by three other

employers, who are interested in joining.

10
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Pension Fund Account for the year ended 31 March 2003

2001/02 Notes 2002/03
£m £m

Contributions & Benefits

Contributions Receivable

11.405 Employers 3 12.962

8.300 Employees 3 9.062 22.024

5.698 Transfers in 11 7.648

25.403 Total Income 29.672

Benefits payable

19.788 Pensions 3 20.711

3.166 Lump sums 3 3.453 24.164

Payment to and on account of leavers

0.111 Return of contributions 0.136

11.669 Transfer to other Funds 11 4.057 4.193

0.627 Administrative expenses borne by the scheme 0.627

35.361 Total Expenditure 28.984

-9.958 Net withdrawals from dealings with scheme members 0.688

Returns on Investments

22.738 Investment Income 2,9,13 13.151

-24.982 Change in Market Value of Investments 6 -144.167

-2.426 Less investment management expenses 4 -1.785

-4.670 Net returns on investments -132.801

-14.628 Net Increase (decrease) in the Fund during the year 5 -132.113

645.692 Opening net assets of the scheme 631.064

631.064 Closing net assets of the scheme 498.951

pension fund account
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The telephone was invented by Alexander
Graham Bell - according to the famous story the
first fully intelligible telephone call occurred
March 1876, when Bell in one room called to
his assistant in another room “come here
Watson, I want to see you”.



Net Asset Statement as at 31 March 2003

31 March Notes 31 March 2003
2002
£m £m %

Investment assets

Fixed Interest Securities

25.469 Public Sector Bonds 18.252 3.66

38.781 Corporate Bonds 27.554 5.52

56.006 Index Linked Securities 55.226 11.07

384.899 Equities 272.738 54.66

18.639 Futures 17.549 3.52

34.165 Managed Funds 58.473 11.72

Unit Trusts

33.890 Property 35.141 7.04

28.789 Other 5.484 1.10

Other Investments

7.417 Cash 5.774 1.16

628.055 TOTAL INVESTMENT ASSETS 496.191

Net current assets and liabilities

5.396 Debtors 11 3.741 0.74

-2.387 Creditors 11 -0.981 -0.19

631.064 Net Assets at 31 March 6 498.951 100.00

net asset statement
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notes to the accounts
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1. Purchases & Sales

The table shows the values of Purchases

and Sales made by the Fund over the year

to 31 March 2003 and for comparison,

the year to 31 March 2002.

The volume of trading remains relatively

high due to the Fund moving two of its UK

Equity portfolios from segregated

accounts to pooled accounts and the

appointment of two new Fund Managers

during the year. Investments in Private

Equity began in July 2002 and up to 3% of

the Fund is committed to the asset class. 

2. Investment Income

The table right breaks down the investment

income received by the Fund (mostly in the

form of dividends) over the last 12 months.

Due to a change in the accounting treatment

for investment income, the figures for

2001/02 have been adjusted from those

previously reported and contain income

relating to prior years (see also note 13).

3. Analysis of Main
Revenue Account Transactions

The table over page provides further analysis of contributions received and benefits paid

(Pension Fund Account Page 12) between the administering authority (Shropshire County

Council), Scheduled Bodies (e.g. District Councils, Unitary Council, Parish Councils) and

Admitted Bodies (private bodies carrying out former Local Government functions).

2001/02 2002/03
£m £m

Fixed Interest - Index Linked 1.711 1.457

- Other 5.725 2.598

Equities 13.260 7.113

Unit Trust 1.983 0.818

Other 0.059 1.165

22.738 13.151

2001/02 2002/03
Purchases Sales Purchases Sales

£m £m £m £m

200.613 164.845 Fixed Interest 147.600 172.784

131.820 241.999 UK Equities 243.009 226.920

256.189 176.692 Overseas Equities 197.109 172.629

4.594 0.655 Property 1.748 1.594

593.216 584.191 589.466 573.927
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4. Investment Management Expenses

Each external Investment Manager receives a fee

for their services based on the Market Value of the

assets they manage on the Fund’s behalf.  Active

managers are required to produce a specific target

return in excess of their benchmark return and are

paid a performance related fee (over and above a

basic fee) for reaching required levels of

outperformance.

The table right analyses the figures included in the

Pension Fund Account between Fund Managers

fees and investment administration charges (eg

custodian and adviser fees).

Fees paid to Investment Managers have fallen

during the year as a result of falling Market Values.

Administering Admitted Scheduled Total
Authority Bodies Bodies

2001/02 £m £m £m £m

Contributions Received

- Employees 2.761 1.193 4.346 8.300

- Employers 3.704 1.916 5.785 11.405

Payments Made

- Pensions 9.216 1.762 8.810 19.788

- Lump Sum 1.280 0.317 1.569 3.166

2002/03

Contributions Received

- Employees 3.099 1.375 4.588 9.062

- Employers 4.085 2.456 6.421 12.962

Payments Made

- Pensions 9.517 1.953 9.241 20.711

- Lump Sum 0.772 1.062 1.619 3.453

2001/02 2002/03
£m £m

2.072* Fees paid to Investment 1.320
Managers  

0.354 Investment  0.465
Administration,Custodian,  
Advisers & other costs

2.426 TOTAL 1.785

* Note - the 2001/02 fee includes £406,000 relating
to 2000/01.
This fee invoice was received after closure of the
2000/01 accounts.

3. Analysis of Main Rev... continued
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5. Accounting Policies

The accounts have been prepared to meet the requirements of the Local Government Pension

Scheme Regulations 1998 (as amended), and to meet the requirements of the Statement of

Recommended Practice Number 1 of the Accounting Standards Board of professional bodies

of the United Kingdom.  The accounts also meet the requirements of the Code of Practice on

Local Authority Accounting for Great Britain issued in 1991 and comply with SoRP 2000

(Statement of Recommended Practice for financial reports of pension schemes). 

Contributions, investment income, benefits and transfer values are on an accruals basis.

Investment income is accrued to the extent that the dividend is due but unpaid at 31 March

2003.  These accruals do not include the Fund’s liabilities to pay pensions and other benefits

in the future to all the present contributors to the Fund.  These liabilities are taken into

account in periodic actuarial valuations of the Fund and are reflected in the levels of

employers’ contributions determined at these valuations.  Transfers to and from other funds

are included on an accruals basis.

6. Valuation of Investments

Investments shown in the Statement of Net Assets are shown at mid-market values as at the

last day of trading, if this is not the Balance Sheet date.  Prices in foreign currencies are

converted at the closing rates of exchange on valuation date.

Dividends, interest, purchases and sales have been accounted for at the spot market rates at

the date of the transaction.  Spot market exchange rates have been used to value cash balances

held in foreign currency bank accounts, market values of overseas investments and transactions

outstanding at 31 March 2003.  Transaction costs  (eg broker commission, stamp duty) are

added to purchase cost and deducted from the proceeds received on sales at source.

7. Custody of Investments

Custodial Services are provided to the Fund by a single ‘global’ custodian (Northern Trust) and

include the safekeeping of assets, the collection of income, the exercise of voting rights, and

the monitoring and execution of corporate actions in conjunction with investment managers.

The custodian also provides independent confirmation of the assets and their value, held by

the Fund.  Securities are held on a segregated basis via a nominee account and are clearly

separated from the custodians own assets.



8. Additional Voluntary Contributions

Since 1988, all funded pension schemes have been required to provide an Additional

Voluntary Contributions (AVC) facility for scheme members.  This enables scheme members to

make voluntary contributions to top up their pensions if they are unable to achieve the

maximum pension allowed by the Inland Revenue.  Contributions are invested with an

appropriate provider and used to purchase an annuity at retirement.  Contributions are paid

directly from scheme members to the AVC provider and are therefore not represented in these

accounts.  At present there are around 500 employees with AVC policies.  These policies are

held by either Equitable Life or Prudential.  During 2002/03 contributions to the schemes

amounted to £383,000.  The combined value of the AVC funds at 31 March 2003 was

£1,661,000.  The investment performance of these funds is monitored regularly and over the

last three years performance has been consistently in the top 25% of similar funds.

9. Taxation

The Fund is an exempt fund, and some UK income tax is recoverable from the Inland Revenue.

The investment income in the accounts is, therefore, shown gross of UK tax, except that UK

equity dividends are shown net as the Fund’s ability to reclaim tax on this income was

abolished from July 1997.  No Capital Gains Tax is chargeable.  The Fund also receives

dividends on US equities without suffering deduction of US withholding tax.  Tax deducted

from income on other overseas investments is recovered wherever possible.  

10. Value Added Tax

The Fund is reimbursed VAT by HM Customs and Excise.  The accounts are shown exclusive

of VAT.

11. Debtors and Creditors

Provision has been made for debtors and creditors known to be outstanding at 31 March

2003.  No provision has been made for transfer values and interfund adjustments where the

amount was unknown.
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12. Audit Certificate

The Audit Commission have completed their audit in accordance with the Audit Commission

Act 1998 and the Code of Audit Practice issued by the Audit Commission, which requires

compliance with relevant auditing standards.

The Audit opinion and certificate will be published on the conclusion of the audit of

Shropshire County Council’s Statement of Accounts, which is due at the end of 2003.

However, it is understood that an unqualified opinion will be given in respect of the Pension

Fund accounts.

13. Securities Lending

The Fund has an arrangement with its custodian (Northern Trust) to lend eligible securities

from within its portfolio of stocks to third parties in return for collateral.  Lending is limited

to a maximum of 20% of the total Fund value.

Collateralised lending generated income of £82,558 for 2002/03 (£44,867 for 2001/02).  This

is included within investment income in the Pension Fund Account.  At 31 March 2003

£34,330,105 worth of stock (7% of the Fund) was on loan, for which the Fund was in receipt

of £38,147,674 worth of collateral.

14. Contractual Commitments

With effect from 1 July 2002, a proportion ($30million) of the total fund was committed to

investment in Private Equity via a Fund of Funds manager (HarbourVest Partners).  Investment

in this asset class will be made as opportunities arise over the next 3 – 5 years.  At 31 March

2003 the Fund had invested £1.490m.  The oustanding commitment is £17.489m at the

balance sheet date. 

15. Related Party Transactions

There are no related party transactions within the 2002/03 year.

18
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The Fund pursues a policy of managing risk by diversifying both investments and investment

managers.  A review of investment management arrangements carried out in 2001 confirmed

the continuation of the specialist manager structure currently in place.  Assets are held by the

Fund in order to achieve returns consistent with the cost of future pension liabilities as

assessed by the actuary at the 2001 valuation.  For 2002/03 the Fund’s strategic asset

allocation was:-

Fixed Interest Stocks 20% of the total Fund

Equities and Property 80% of the total Fund

Fixed Interest Stocks (also known as Bonds) are generally considered to be less risky, as returns

are less volatile than Equities.  Bonds are deemed to closely match liabilities as they are both

valued on the same basis.  Over longer periods, investment returns achieved by Bonds are

expected to be lower than those achieved by Equities.  

A further spreading of risk has been achieved through the appointment of a Private Equity

Manager.  HarbourVest Partners were appointed with effect from 1 July 2002 to manage the

Fund’s investments in Private Equity on a fund-of-funds basis.  3% of the total Fund has been

committed to Private Equity and actual investment in this asset class will be made over the next

3-5 years.  Funds will be provided from within the overall equity allocation. 

The Fund’s strategic asset allocation at 31

March 2003 is shown in the following table.

Since the end of the year, in response to falls

in the stock markets and consequently the

Scheme’s funding level, the investment

strategy has been reviewed with the help of

the Scheme’s advisors.

As a result, the strategic assets allocation has

been changed to reduce the risk of further

deterioration in the funding level by adverse

market movements and to diversify

investments into asset classes with greater

potential to add value relative to the risk

taken.  It is proposed to increase the Fund’s

exposure to bonds and make an investment in

a fund of hedge funds.

investment of funds
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Asset class % of Fund

Bonds 20

Equities: UK 40

US 10

Europe 10

Japan 6

Pacific Basin ex Japan 4

Emerging Markets 5

Property Unit Trusts 5

Private Equity *

Total Fund 100

* = Private Equity was added to the Strategic Allocation
from 1st July 2002.  3% of the total Fund has been committed
to Private Equity and actual investment in this asset class
will rise to this amount over the next 3-5 years

By 1900 almost all operators were women.
To many early telephone users - most of whom
were wealthy - the telephone operator was just
another household servant.



The following table shows the managers responsible for individual portfolios and the value of

the Funds they manage.
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Major Shareholdings at 31 March 2003

UK Equities Sector Value £m % of Fund

Vodafone Group Services 5.327 1.07

BP Energy 5.213 1.05

Glaxo Smithkline Consumer Goods 4.830 0.97

HSBC Finance 4.725 0.95

Astra Zeneca Consumer Goods 2.910 0.59

Royal Bank of Scotland Finance 2.613 0.53

Shell Energy 2.424 0.49

Barclays Finance 1.457 0.29

Unilever Consumer Goods 1.449 0.29

BT Group Services 1.284 0.26

Overseas Equities Country Value £m % of Fund

Total Fina Elf France 1.722 0.35

Samsung Electronics South Korea 1.640 0.33

Toyota Motor Japan 1.603 0.32

Novartis Switzerland 1.511 0.30

Nestle Switzerland 1.469 0.30

Total Fund Value 498.951

Spread of Assets between Fund Mangers

Fund Manager Percentage of Value of Funds Portfolios Held
Fund (%) Held (£m)

Atlantic Fund Management 7.05 35.175 Property Unit Trust

Barclays Global Investors 11.31 56.448 UK Equities

Deutsche Asset Management 12.27 61.242 UK Equities

F & C Management 4.54 22.671 Emerging Markets Equities

HarbourVest Partners 0.24 1.182 Private Equity

Henderson Global Investors 20.39 101.751 Fixed Interest Stocks

Merrill Lynch Investment Managers 6.51 32.477 European Equities

Schroder Investment Management 6.89 34.369 Japanese Equities

Pacific Basin (Excl. Jap) Eq.

State Street Global Advisors 29.82 148.779 Overseas Equities (Indexed)

UK Equities (Indexed)

Total assets held by Fund Managers 99.02 494.094

Net Current Assets 0.98 4.857 Net Current Assets

Total Fund 100.00 498.951
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Individual portfolio managers are

given performance benchmarks

related to the indices of the assets

in which they invest.  

Their performance relating to their

benchmark for the year is shown

in the chart left.

The chart below shows total fund

investment returns compared

with benchmark and the average

of other funds.  The stock markets

again showed negative returns in

2002/03 (-20.5%) and overall, the

F u n d u n d e r p e r f o r m e d i t s

benchmark (-20.8%) but was significantly ahead of the median local authority fund (-22.7%).  The

longer term performance however, is still very positive.    Performance data used in this report is

provided by Russell Mellon CAPS Limited who supply independent confirmation of the investment

performance of individual managers on the Fund’s behalf. Russell Mellon CAPS also provide the

median data shown in the chart  which shows that the Shropshire Fund continues to provide

returns in excess of median over all measured periods.

investment performance

22

A N N U A L  R E P O R T  2 0 0 2 / 0 3

-40

Fund

Benchmark

-30 -20 -10 0 10 20

Percentage return p.a. (%)

WHOLE FUND RETURN

State Street - UK Equities

Deutsche - UK Equities

BGI - UK Equities

State Street - European Equities

Merrill Lymch - European Equities

State Street - Japanese Equities

Schroder - Japanese Equities

State Street - Pacific (ex. Jap) Equities

Schroder - Pacific (ex. Jap) Equities

Henderson - Fixed Interest

F&C - Emerging Markets

Atlantic - Property Unit Trusts

A
n

n
u

a
li
se

d
R
e
tu

rn

Shropshire

Composite Benchmark

Median

Year to
March 2003

3 Years to
March 2003

5 Years to
March 2003

10 Years to
March 2003

10

5

0

-5

-10

-15

-20

-25

Whole Fund Performance 

Individual Fund Manager Performance 2002/03



S H R O P S H I R E  C O U N T Y  P E N S I O N  F U N D



Shropshire County Pension Fund has been actively voting at the Annual General Meetings and

Extraordinary General Meetings of the companies in which it invests for the last seven years.

Over the last 12 months the Fund has voted at over 600 UK company meetings using

independent ‘best practice’ advice from Pensions Investment Research Consultants Ltd (PIRC)

to influence the way in which these companies are managed in the future.  

The Fund believes that good governance is an important element in reducing the risk of

corporate failures in the future.  It also believes that over the long term, commitment to

corporate best practice will enhance investment returns.  As shareholders, we have a fiduciary

interest and a responsibility in ensuring the highest standards of governance and

accountability within the companies in which we invest.

The need for good governance was highlighted by the high profile accounting scandals

involving US Companies such as Enron and WorldCom in early 2002.  As a result of these

events, two new reports have recently been published and incorporated into the Fund’s

corporate governance regime.  The Higg’s report on non-executive Directors and the Smith

report on Audit Committees make wide ranging recommendations that should prevent any

similar damaging company collapses occurring in the future.  

The Higgs report addresses a range of issues around the balance of executive and non-

executive directors, the responsibilities of non-executives, the role of the chairman, training

and appraisal for company directors and nomination procedures.  The recommendations

represent the most comprehensive attempt to define boardroom best practice since the

Cadbury Report a decade ago.

The Smith report is an extensively revised section of the Combined Code focusing on

Accounting and Audit and including terms of reference for Audit Committees and a

recommended format for reporting on Audit Committee activity in the Company Annual

Report.  Smith recommends that a Company’s Audit Committee should:-

• Comprise only of independent non-executives

• Receive ongoing training in financial reporting

• Have written terms of reference and sufficient funding

• Recommend the appointment of an Audit firm and, where the board
disagrees with the decision, shareholders should be informed

•Monitor the independence, objectivity and effectiveness of external Auditors

corporate governance
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Satellite communications is the only true
commercial space technology - generating
billions of dollars annually in sales of products
and services.
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Overall, it has been an important year for Corporate Governance with a significant

improvement in UK voting turnout resulting in companies paying much more attention to

shareholder opinion.  The visible effect of this increased activism was highlighted by both DFS

and Prudential withdrawing unpopular AGM resolutions prior to the meeting due to the

weight of Proxy Votes against.  More recently, the press has carried stories surrounding

shareholder revolts following poor market performance and continuing executive pay inflation.

Glaxosmithkline and HSBC were the highest profile, but by no means the only examples.

In addition to encouraging best practice through voting, Shropshire remains a committed and

active member of the Local Authority Pension Fund Forum (LAPFF).  The LAPFF brings together

27 public sector pension funds with combined assets in excess of £40 billion.  The Forum’s

mission statement is “to promote the investment interests of Local Authority Pension Funds,

and to maximise their interests as shareholders to promote corporate social responsibility and

high standards of corporate governance amongst the companies in which they invest,

commensurate with statutory regulations”.

Over the last 12 months our work with the Forum has focused on the following areas:-

• Overseas employment standards – The LAPFF continues to engage with

companies with no policies to manage labour standards issues in their supply

chains, building on the work carried out since 2000.  Companies which decline

to set a target for developing a policy will be subject to forum pressure.

Following a comparative study of FTSE 100 retailers, the LAPFF continues to

engage with companies in this sector to investigate how their existing policies

can be improved and made more effective.

• Greenhouse gas emissions – Following an 18 month engagement campaign,

54% of FTSE 100 companies contacted by the LAPFF have improved their

reporting on Greenhouse issues in line with Government guidelines (or have

committed to do so).  LAPFF, working with their US equivalent CERES who

represent $300 billion in investments, are extending this successful campaign to

the USA by supporting shareholder proposals  on emissions at 13 US Company

AGM’s during the 2003 proxy voting season.



• Directors’ pay – The LAPFF continue to put pressure on companies who reward

their Directors for failure by issuing press articles and writing letters of concern

to the worst offenders.  The Department of Trade and Industry has recently

issued a consultation paper on Directors’ contracts.  The LAPFF are currently

preparing a group response and intend to get actively involved in shaping the

finished document.

In addition to the work with PIRC and the LAPFF, Shropshire Pensions Committee are

addressing socially responsible issues through a strategy of responsible engagement with

companies in which the Fund invests.   As a shareholder, in the UK alone, the Shropshire Fund

is a part owner of over 500 companies and by entering into dialogue with these companies it

is felt that there is potential to achieve change from the inside.  However, it is also recognised

that there are certain industries and sectors where engagement is less effective.

Given that the Fund does not have the resources to regularly visit the companies itself, an

external advisor has been appointed to develop an engagement programme.  In November

2002 ISIS Asset Management were appointed to provide this responsible engagement

overlay, initially on one of the Funds’ UK Equities portfolios.  ISIS enter into dialogue with

companies on the Fund’s behalf to put to them the case for improved financial performance

through better management of the negative impacts they might have on the environment

and society in general. 
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SHROPSHIRE COUNTY PENSION FUND

Accounts for the year ended 31 March 2003

The levels of contribution paid into the Fund in 2002/2003 were governed by the 2001

actuarial valuation of the Fund.  Employers paid the contribution rates certified in our

contribution certificate dated 27 March 2002.  These rates were determined having regard to

the circumstances of each employer and included employer-specific allowances for expected

early retirement costs.

The principal financial assumptions used for the 2001 actuarial valuation were as follows:

For past service For future service

liabilities liabilities

Investment return 5.6 per cent per annum 6.5 per cent per annum

Earnings growth * 3.8 per cent per annum 4.0 per cent per annum

Price inflation 2.3 per cent per annum 2.5 per cent per annum

* plus salary scale where appropriate to allow for incremental increases.

The actuarial method used was the projected unit method. 

The results of the 2001 valuation showed that, at the valuation date of 31 March 2001, the

Fund’s assets (market value: £646m) were sufficient to cover 108 per cent of its liabilities.

The funding policy on which contribution rates are based is to target a funding level (i.e. the

ratio of assets to liabilities) of 100 per cent for each employer. The actuarial surplus disclosed

by the 2001 valuation was therefore spread over the average future working lifetime of Fund

members in determining the contribution rates. 

During the year 2002/2003 an approximate review of the financial position of the Fund has

been carried out.  This discloses a fall in funding level.  The position is being kept under review

and the next formal triennial valuation is due to be carried out as at 31 March 2004 with

contribution rates being revised effective from 1 April 2005.

Stephen Jacquest

Fellow of the Institute of Actuaries
August 2003

statement by the consulting actuary
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Actuary - An independent consultant who
advises the Fund and every three years formally
reviews the assets and liabilities of the Fund
and produces a report on the Fund’s financial
position, known as the Actuarial Valuation.

Additional Voluntary Contributions (AVC) -
An option available to individuals to secure
additional pension benefits by making regular
payments in addition to the 6% or 5% of basic
earnings payable.

Admitted Bodies - Bodies whose staff can
become members of the Pension Fund by virtue
of an admission agreement made between the
Fund and relevant body.

Benchmark - A “yardstick” against which the
investment policy or performance of a Fund
manager can be compared, usually the index
relating to the particular assets held.

Custody - Safe-keeping of securities by a
financial institution.  The custodian keeps a
record of a client’s investments and may also
collect income, process tax reclaims and
provide other services according to the client’s
instructions.

Deferred Pension - The inflation linked
retirement 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 the normal retirement age.

Emerging Markets - Developing economies
in Latin America,  Africa,  Asia and the Middle
East as well as areas of Europe and the Far East.
Investment returns within these markets tend
to be more volatile than those in more
established markets.

Equities - Ordinary shares in UK and overseas
companies traded on a stock exchange.
Shareholders have an interest in the profits of
the company and are entitled to vote at
shareholders’ meetings.

Fixed Interest Securities - Investments in
mainly government but also company stocks,
which guarantee a fixed rate of interest.  The
securities represent loans which are repayable
at a future date but which can be traded on a
recognised stock exchange before the
repayment date.

Fund of Funds - Funds whose principle
activity is investing in other investment funds.
Investors in funds of funds can increase their
level of diversification and take advantage of
the experience and research capability of the
fund of funds manager.

Market Value - The price at which an
investment can be bought or sold at a given
date.

Private Equity - Investments into new and
developing companies and enterprises which
are not publicly traded on a recognised stock
exchange.

Return - The total gain from holding an
investment over a given period, including
income and increase (decrease) in market
value.

Scheduled Bodies - Local Authorities and
other similar bodies whose staff automatically
qualify to become members of the Pension
Scheme.

Stakeholders - Members who have a financial
interest in the Funds investments.

Transfer Values - These are sums which
represent the capital value of past pension
rights which a member may transfer on
changing pension schemes.

Unit Trust (Managed Funds) - A pooled
Fund in which small investors can buy and sell
units. The pooled Fund then purchases
investments, the returns on which are passed
on to the unit holders. It enables a broader
spread of investments than investors could
achieve individually.

glossary of terms
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to communicate...
‘ to  ta lk;  to  l i s ten;  

to  inform; to  unders tand;
to respond;  to  act ’

annual report 2002 - 2003

For more information contact
The Pensions Team
Resources Directorate

Shropshire County Council
Shirehall, Abbey Foregate

Shrewsbury SY2 6ND

Pensions Helpline: (01743) 252130

e-mail: 
pensions@shropshire-cc.gov.uk
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This publication is available in large
print, Braille or on audio cassette.  

If you would like a copy in one of
these formats or if you need more

information, help or advice
regarding the fund, please do not
hesitate to contact the Pensions

Helpline: (01743) 252130


