Funding and Investment Risks (Including Accounting & Audit) Heat Map and Summary
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Negligible

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.

Marginal

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.
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Clwyd Pension Fund - Control Risk Reqister

Funding & Investment Risks (includes accounting and audit)

Objectives extracted from Funding Strategy

of

(3/2017) and

Principles (3/2017):

F1  Achieve and maintain assets equal to 100% of liabiliies within the 15 year average timeframe whilst remaining within resonable risk parameters

F2 Determme employer

the

on and strength of employer covenant, with the aim being to maintain as

an employer

for employers, aim for sufficient excess investment returns relative to the growth of liabilities

F5  Manage employers' liabilities effectively through the adoption of employer specific funding objectives
F6  Ensure net cash outgoings can be met as/when requlred

F7  Minimise

F8  Ensure that its future strategy,

debt on employer

actions,

and reportin

the
F4  Strike the appropriate balance between long-term consistent investment performance and the funding objectives

take full account of longer-term risks and sustainability

F9  Promote acceptance of sustainability principles and work tougher with others to enhance the Fund's effectiveness in implementing these.
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Risk Overview (this will happen)  Risk Description (if this happens)  objectives atrisk impact (see likelihood ~ Risk Internal controls in place Impact (see  Likelihood  Risk Mests target? DateNotMet gy oy Further Actionand iy \anager  NOTEIOW oot ypdated
. Target From ° Owner date
(see key) ) (seekey)  Status key) (seekey)  Status Target
1- Ensuring appropriately prudent assumptions on an ongoing basis 1- Finalise employer
Employer contributions are | An appropriate funding strategy can| F1/F2/F3/ F4 2~ Al controls in relation to other risks apply to this risk covenant monitorin
1 - af?oz:nls R dlor uetale approp e g strategy e Critical Low 3- Gonsider employer covenant and reaso:g;z aftordabity of Critical Very Low @ (NZquenl likelinood 1to0 | 31/03/2016 | Dec2019 | SoEIEE FO Camivg CPFM 31/12/2019 | 21/08/2019
contributions for each employer as part of the valuation process 9l (DF)
1 - Equity Protection
. . Movements in assets and/or Current impact 1 too high Strat to be kept
2 | Funding level ;e‘:f‘?(es' increasing | i-pilties (as described in 3.4,5)in | +/ /?5/1?7’ F4l Ciiical | significant See points within points 3,4 and 5 Marginal Low @ Current I\k(:ihcod 1 mcg 31/03/2016 | Sep 2019 undeerg ryeview (PL[; CPFM 30/09/2019 | 21/08/2019
efict combination high - See points within
points 3,4 and 5
1- Use of a diversified portfolio (regularly monitored)
2 - Flightpath in place to exploit these opportunities in appropriate market
conditions
3- Monthly monitoring of funding position versus flightpath targets
4- Annual formal reviews of the continued appropriateness of the - The impact on
-Markets perform below actuarial fundingfinvestment strategies by the Pensions Advisory Panel and performance relative
Investment targets are not achieved assumptions Committee o to assumptions will
3 therefore reducing solvency / |- Fund managers andior in-house | F1/F2/F3/F4| oo | significant 5 - On going monitoring of appointed managers (including in house Critical Low @ Current likelihood 1to0 | 14/02/2019 | Sep 2019 be monitored Dep. Head of | 500015019 | 2210812019
inereasing conribuions investments don't meet their targets I1F7 investments) managed through regular updates and meetings with key high regularly (FRMG & CcPF
- Market opportunities are not personnel TAAG) (DF)
identified and/or implemented. 6 - Officers regularly meet with Fund Managers, attend seminars and
conferences to continually gain knowledge of Investment opportunities
available
7-C and of potential Brexit
8 - Equity Protection and Currency Hedging Strategy in place to protect
equity gains and potentially reduce volatilty of contributions.
1- LDI strategy in place to control/imit interest and inflation risks. 1-The level of
2.- Use of a diversified portfolio which is regularly monitored. hedging will be
Value of liabilites increase due to ) L 3.~ Monthly monitoring of funding and hedge ratio position versus targets. Current impact 1 too high monitored and
4 | market yields/inflation moving out of | M&ketfactors impact on inflation | FL/F2/F41FS | ey | significant e Anhal forma reviews of the continued apppropriateness o e Marginal | Very Low @ Curtent likeihood 2 00 | 3110312016 Sep2019 | reported regularly via | PP M€89 O | 55002019 | 21/08/2019
and interest rates I1F7 CcPF
line from actuarial assumptions fundingfinvestment strategies by the Pensions Advisory Panel and high FRMG (DF)
Committee.
5-C and of potential Brexit
1~ Regular monitoring of actual membership experience carried out by
This may occur if employer matters ) the Fund ) 1 - Assumptions and
Value of (early et ey increases, 2- Actuarial val:at\on sssumplions l::ase:/ on elvldentlal analysis and expenence 4 565 | oo neador
5 | change due to demographics being | 50:50 take up), lfe expectancy and | F1/F2/F5/F7 | Marginal | Very Low 3. Ensure employ;Z“mSZ';’:;x'a“,e‘Ufe‘h;;‘in:n"c‘& omeequences of their | Marginal | Very Low @ reviewed as part of | DSP- €301 31512019 | 21/08/2019
out of line with other the 2019 valuation
are out of line with assumptions _ decisions (DF)
- I the case of early retirements, employers pay capital sums to fund
the costs for non-il health cases.
) 1- Ensuring that Fund concerns are considered by the Pensions
Legistation changes such as LGPS Advisory Panel and Comittee as appropriate
Investment and/or funding regulations (e.g. asset pooling), 2 - Employers and interested parties to be kept informed and impact Current impact 1 too high 1 - Ensure proactive
6 | objectives andlor strategies are no | Progression of Brexitand other | F1/F2/F3/F4 1 oo | very High monitored Marginal Low @ Current likelinood 2too | 31/03/2016 | Mar 2020 responses (o | Dep. Head of | 3)/03,5050 | 210872019
funding and investment related |/ F5/F6/ F7 consultations etc. CcPF
longer fit for purpose requirements - limatel tis could 3~ Monitor developments over time, working with investment managers, high Py
ncromcs orployer poss investment advisers, Actuary and other LGPS
4- in National and lobbyina
1 - Inform major
employers of the
requirement to notify
Fund of any
significant
restructuring
exercises. (Need to
consider controls
Insufficient cash (due to failure in currently in place).
managing cash) or only iliquid - (DF)
P ava?l able - longer erm ths 1.- Cashflow monitoring to ensure suficient funds 2= Romnind major
2.- Ensuring all payments due are received on time including employer
willlikely become a problem and contributions (to avoid breaching Regulations) Dep. Head of
7 | Insufficient assets to pay benefits | would resultin unanticipated F1/F6 Negligible | Very Low s Hoting lud aseets Negligible | Very Low the change and i 31/12/2019 | 21/08/2019
investment costs. Further risk 4~ Monitor cashiow requirements ensure any potential
presented with the introduction of 5 - Treasury management policy is documented contract end dates
Exit Credits for exiting employers in are notified to the
the 2018 Regulations update. Fund in sufficient
time so that the risk
of large payments
can be reduced (i.e.
through a contribution
rate review in
advance of the
contract end date)
(OF)
1- Consider profile of Fund employers and assess the strength their
covenant and/or whether there is a quality guarantee in place. 1- Employer risk
Loss of employer income and/or |  Employer ceasing to exist with 2- When setting terms of new admissions require a guarantee or bond. anagement | Dep. Head of
8 | other employers become liable for insufficient funding (bond or F5/F7 Marginal Very Low 3 - Formal consideration of this at each actuarial valuation plus Marginal Unlikely Current likelihood 1 too 31/03/2016 | Dec 2019 framework to be .CPF 31/12/2019 | 21/08/2019
their deficits guarantee) proportionate monitoring of employer strength. high finaised (OF)
- Identify any deterioration and take action as appropriate through
discussion with the employer.
2210812019 Fundinglnvestment
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