Funding and Investment Risks (Including Accounting & Audit) Heat Map and Summary
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Each risk is represented in the chart by a number in a square.
- The number denotes the risk number on the risk register.
- The location of the square denotes the current risk exposure.
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The background colour within the square denotes the target risk exposure.

Critical New risks since the last reporting date are denoted with a blue and white border.

An arrow denotes a change in the risk exposure since the previous reporting date, with the

arrow coming from the previous risk exposure.
Catastrophic

Extremely High Very High Significant

Very Low Unlikely Likelihood

12 September 2017




Clwyd Pension Fund - Control Risk Register
Funding & Investment Risks (includes accounting and audit)

Objectives extracted from Funding Strateay Statement (3/2017) and Statement of Investment Principles (3/2017):

FL Achieve and maintan assets equal 0 1003 ofIailes Wit e 15 year avetage metame whist g wilhin resonabe s prametrs
F2  Determine employer the and strength of employer covenant, with the aim being to maintain as predictable an employer contribution requirement as possible
F3 ising the on for employers. sm for Sulfcent exoess investment eturns relatve to he groth o iabiies
F4  Strike the appropriate balance between long-term consistent investment performance and the funding objectives
F5  Manage employers' liabiies effectively through the adoption of employer specific funding objectives
F6  Ensure net cash outgoings can be met asiwhen required
F7  Minimise unrecoverable debt on employer termination.
F8  Ensure thatits future strategy, investment and reportin take full account of longer-term risks and sustainability
Fo  bromote accoptance of susianabiity pincies and work ougher 4t ohers (o enhance e Fund' effecivences n mplemening those
Risk . Sz Current impact Current likelihood Current Risk Target Impact (see  Target Likelihood .
o Risk Overview (inis will happen)  Risk Description (i this happens) omamva: 3 |)r sk e key) Internal controls in place Koy Toes key) Target Risk Status Meets target’ Further Action?  Risk Manager Next review date  Last Updated Previous Impact Previous Likelihood
(see key
1 - Ensuring appropriately prudent assumptions on
2. All controls i relation 1o other rsks apply to this 1 - Finalise
1 Employer contrbutions are | An appropriate funding strategy | F1/F2/F3/F47| ey Low risk Critical Very Low @ | employer covenant| ooy 30009/2017 | 21/03/2017 Critical Significant
unaffordable andlor unstable can not be set 3. Consider employer cavenant and reasonable Currentlikelihood 1 too high | monitoring and il
affordability of contributions for each employer as health captive
bart of the valuation process
) Movements in assets and/or )
o | Funding level reduces, increasing | ;e (as described in 3,4,5) in | F1/F2/F3IFAT | cricay Low See points within points 3,4 and 5 Marginal Low @ Currentimpact 1 too high | See points within | cppy 30/06/2017 | 21/03/2017 Critical Significant
deficit cribe F5/F7 points 3,4 and 5
1.- Use of a diversified portfolio (regularly
onitored)
2 - Flightpath in place to exploi these opportunities
in appropriate market conditions 1~ The impacton
) 3~ Monthly monitoring of funding position versus
~Markets perform below actuarial o o performance
assumptions 4 Annual formal reviews of the continued relative o )
Investment targets are not - Fund managers and/or in-house | &1/ co/ ea )/ ra s appropriatencss of the funding/nvestment assumptions will Pension
3 | achieved therefore reducing investments don't meet their jas Criical Low e b e ensione Advcory pane and Citical Low @ be monitored Finance 3000612017 | 21/03/2017 | Critical Significant
solvency / increasing contributions targets o regularly (FRMG & | Managers
; dg":ﬁ’fﬁ; 2?\';7:{“;‘""‘5:[12 - 5 - On going monitoring of appointed managers TAAG)
(including in house investments) managed through
reqular updates and meetings with ke personnel
6 - Officers regularly meet with Fund Managers,
attend seminars and conferences to continually gain
knowledge of Investment opportunities available.
1- LDI strategy in place to controllimit interest and
inflation risks.
2- Use of a diversified portfolio which is regularly ﬁe'd"g'::g‘i"ﬁ SL
Value of liabilities increase due to ’ L _monitored. : ’ monitored and | Pension
4| market yields/inflation moving out | Market '::g’i':"e’r"e":‘i;:’:s'"”“""" FLIF2IFAIFST] cpiica Low 3 - Monthly mm:::::r:‘%:r’s'i"?a‘:‘ge;nd hedge ratio Marginal Very Low @ g“:::: ;:E::r?é;u‘gut:;gr: | reported requiarly | Finance 3000612017 | 21/03/2017 Critical Low
of line from actuarial assumptions - AU ol T e continued u 9 via FRMG Managers
appropriateness of the funding/investment
strategies by the Pensions Advisory Panel and
Committee.
T~ Regular monitoring of actual membership
experience carried out by the Fund.
This may occur if employer 2 - Actuarial valuation assumptions based on
Value of abilties/contributions. | Maters (early retrements, pay evidential analysis and discussions with the 1-Assumptions | oo
increases, 50:50 take up), lite ) Fundlemployers. and experience will
5 be;za:g(e(:l:;;ﬁ;f:\:f;j?ﬂf;ﬁzns expectancy and other FL/F2/F5/F7 Marginal Very Low 3 - Ensure employers made aware of the financial Marginal Very Low © be reviewed at the MF;{,::Z;;?S 31/03/2019 21/03/2017 Marginal Low
demographic assumptions are out consequences of their decisions 2019 valuation.
of line with assumptions 4~ In the case of early retirements, employers pay
capital sums to fund the costs for non-ill health
cases.
T~ Ensuring that Fund concems are considered by
Legislation changes such as the Pensions Advisory Panel and Committee as
LGPS regulations (e.g. asset 2. Employers amfﬁ“:::z;‘:g s to be kept 1- Fund has no
Investment andior funding | pooling), progression of Brext, | 1 /5 3/ Fa o e e P Current impact 2 o high | control ovr tis
6 |objectives andor strategies are no| MIFIDII and other funding and | 7 LEZLES LF4Y | carastrophic | significant 3 Mot e g with Marginal Low @ S o 1y | excent through CPFM 30062017 | 200812017 | cCritcal Very High
longer fit for purpose investment related requirements - . pme : working 9 responses to
. a u investment managers, investment advisers, Actuary <
ultimately this could increase SR consultations etc.
employer costs 4 - Particiaption in National consultations and
lobbying
1 - Inform major
nsufficient cash (due to falure n 1.- Cashflow monitoring to ensure suficient funds employers of the
managing anh or eny fiud 2 - Ensuring all payments due are received on time requirement to _
e ooy s including employer contributions (to avoid breaching notfy Fund of any | Pension
7 | insufficient assets to pay benefits | 0SS e o F1/F6 Negligible Very Low Regulations) Negligible Very Low @ significant Finance 30/06/2017 | 21/03/2017 |  Negligible Very Low
oo 3- Holding liquid assets restructuring | Managers
oeatmont costs 4 - Monitor cashflow requirements exercises. (Need to
5 - Treasury management policy is documented consider controls
currently in place).
1.- Consider profile of Fund employers and assess
the strength their covenant and/or whether there is
a quality guarantee in place.
Loss of employer income andior | Employer ceasing to exist with 2 - When setting terms of new admissions require a - Employertisk | pgngion
8 | other employers become liable for | insufficient funding (bond or F5/F7 Marginal Very Low guarantee or bond. Marginal Unlikely @ management Finance 30/00/2017 | 21/03/2017 Marginal Very Low
S oo ) 3~ Formal consideration of this at each actuarial Currentfkelinood 1 too igh | framevork o be | P4
valuation plus proportionate monitoring of employer finalied
strength.
4~ Idenify any deterioration and take action as
appropriate through discussion with the employer.
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