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

Objectives extracted from Funding Strategy (3/2017) and of Principles (3/2017):

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

F2  Determine employer i ising the on and strength of employer covenant, with the aim being to maintain as
F3 ising the on for employers, aim for sufficient excess investment returns relative to the growth of liat
F4  Strike the appropriate balance between long-term consistent investment performance and the funding objectives

F5  Manage employers' liabilities effectively through the adoption of employer specific funding objectives

F6  Ensure net cash outgoings can be met as/when required

F7  Minimise unrecoverable debt on employer termination.

F8  Ensure that its future strategy,

an employer

as possible

actions, and reportin take full account of longer-term risks and sustainability

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 at risk impact (see likelihood Internal controls in place Impact (see  Likelihood Meets target? ' ' Backon L AC Risk Manager ooV L ast Updated
9 . . - Target From Owner
(see key) key) (see key) key) (see key) 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 - All controls in relation to other risks apply to this risk: ‘covenant monitoring
1 unaffordable and/or unstable not be set /F5 Critical Low 3 - Consider employer covenant and reasonable affordability of Critical Very Low @ Eu:em fikelihood 1 too 31/03/2016 | Dec 2019 and ill health captive CPEM 31/03/2019 | 13/11/2017
contributions for each employer as part of the valuation process 9 (DF)
1 - Revised Equity
. Movements in assets and/or Current impact 1 too high Protection Strategy to
2 | Fundinglevel ;‘:f'i‘éicles' increasing | opities (as described in 3,4,5)in | 71/ /?5/1';37’ F4l Critcal | significant See points within points 3,4 and 5 Marginal Low @ Current likelihood 1 too | 31/03/2016 | Sep2019 | be putin place (PL) CPFM 31/03/2019 | 08/02/2019
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 1 - The impact on
-Markets perform below actuarial 4 - Annual formal reviews of the continued appropriateness of the performance relative
Investment targets are not achieved assumptions funding/investment strategies by the Pensions Advisory Panel and 0 assvumpllons will be
3 therefore reducing solvency / - Fund managefs and/orin-house | F1/F2/F3/F4 Critical Significant Commitiee Critical Low @ Current likelihood 1 too 14/02/2019 | Sep 2019 monitored regularly | Dep. Head of 31/03/2019 | 14/02/2019
increasing contributions investments don't meet their targets IF7 5 - On going monitoring of appointed managers (including in house igh (FRMG & TAAG) CPF
- Market opportunities are not investments) managed through regular updates and meetings with key (OF)
identified and/or implemented. personnel
6 - Officers regularly meet with Fund Managers, attend seminars and
to jain of
available
7 - Consideration and understanding of potential Brexit implications.
1- LDl strategy in place to control/limit interest and inflation risks. 1 The level of
2 - Use of adwer_swfied ponf_oho which is regularly m_o_mtored hedging will be
Value of liablfes increase due o | e oo e ey e e 3 - Monthly monitoring of f”"‘“a':';ezf“ hedge ratio position versus ) Current impact 1 100 high moniored and | o
4 mahr:ee!"yow;enldasé\!r:;:lgr;smsz\:‘r:zuo:; of| and interest rates IF7 Critical Significant 4 - Annual formal reviews of the continued appropriateness of the Marginal Very Low @ ﬁ::en! likelihood 2 too 31/03/2016 | Sep 2019 remrp!;ddég;i[l)apﬂ)y via CPF 31/03/2019 | 08/02/2019
funding/investment strategies by the Pensions Advisory Panel and
Committee.
5 - Consideration and understanding of potential Brexit implications.
1 - Regular of actual carried out by
This may occur if employer matters ) the Fund. ) )
Value of (early pay increases, 2 - Actuarial val;auon a_ssump‘trl‘r)‘r;‘s bFaseg/ on e‘vwdenua\ analysis and 1- Assympnoqﬁ l?nd e, Head of
. § liscussions with the Fund/employers. . experience will be ep. Hea
5 chagg‘eod'lﬁ‘;ov:!ehmographlcs being 5?)[5;[;:31(6 up), I\fe‘expecbancy and|F1/F2/F5/F7 | Marginal Very Low 3 Ensure employers made aware of the financial consequences of their Marginal Very Low @ reviewed at the 2019 CPE 31/03/2019 | 13/11/2017
are out of line with assumptions decisions valuation (DF)
4 - In the case of early retirements, employers pay capital sums to fund
the costs for non-ill health cases.
1 - Ensuring that Fund concerns are considered by the Pensions
Lig;ﬁ:;gnihg'ge:;gzg;ﬁg; S Advisory Panel and Committee as appropriate 1- Ensure proactive
Investment and/or funding Pt N 2 - Employers and interested parties to be kept informed and impact Current impact 2 too high
6 | objectives andior strategies are no |  Progression of Brexitand other | F1/F2/F3 /P41 oo cianmic | significant monitored Marginal Low @ Current lielinood 1100 | 31/03/2016 | Mar 2020 responsesto | Dep. Head of | 503019 | 20/11/2018
longer fit for purpose funding and investment related IFSIFSIFT 3 - Monitor developments over time, working with investment managers, i consultations etc. CcPF
9 purp! requirements - ultimately this could P! g 9 'gers, 9 PL)
increase employer costs investment advisers, Actuary and other LGPS
4 - Particiaption in National and lobbying
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 1 - Cashflow monitoring to ensure sufficient funds bR
assets available - longer term this ! 2 - Contact 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 result in unanticipated F1/F6 Negligible | Very Low 0IC Dree Negligible | Very Low g 31/03/2019 | 04/06/2018
investment costs. Further risk 3 - Holding liquid assets CcPF
4 - Monitor cashflow requirements.
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.
through a contribution
rate review in
advance of the
contract end date)
(DF)
1 - Consider profile of Fund employers and assess the strength their
covenant and/or whether there is a quality guarantee in place. 1 Employer fisk
Loss of employer income and/or |  Employer ceasing to exist with 2 - When setting terms of new admissions require a guarantee or bond. nanagement 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 @ Currentlielihood 1too | 31/03/2016 | Dec 2019 framenork to be Pr 31/03/2019 | 13/11/2017
their deficits guarantee) proportionate monitoring of employer strength high finalised (DF)
4 - Identify any deterioration and take action as appropriate through
discussion with the employer.
14/02/2019
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