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Introduction

The Clwyd Pension Fund (“the Fund”) implemented a risk management framework in the first quarter of 2014. The key
aim of this framework is to maximise investment returns subject to an “appropriate level of risk” ultimately with an
objective to deliver member benefit promises at an acceptable cost to employers. The Fund invests in an Irish Qualifying
Investor Alternative Investments Fund (the “Insight QIAIF”) which is managed on an ongoing basis by Insight Investment
Management (“Insight”).

We provide regular detailed reporting on the risk management framework which seeks to assess the ongoing
performance of the framework against a set of agreed objectives. The purpose of this report is to review the objectives
of the risk management framework and explore what can be improved. In particular, this report covers the following:

Reminder of the current objectives
Overview of progress made to date
Health check of key areas
Recommended next steps
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This report has highlighted that the risk management framework is still fit for purpose and we are comfortable that no
major changes are needed. By monitoring the Fund on a regular basis and hosting frequent FRMG meetings to discuss
topical themes and ideas, this has meant that we have captured opportunities in real time.

The one refinement which we would suggest is to be proactive in altering the financing (upside) leg of the equity
protection strategy to enable the Fund to capture more upside over time. This is covered in more detail on slide 11.

We look forward to discussing the contents of the report with you.

Nick Page FIA CERA
Mercer Limited
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Reminder of the current objectives

Generate a return of at least
CPI +1.7% p.a. to satisfy the
discount rate

This poses a constraint on the level
of de-risking that can be achieved
unless significantly ahead of plan

®% MERCER

Maximise return subject to an Hedge risks where and when

acceptable level of risk appropriate and affordable to
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Are there any opportunities to Long term objective of 80%
generate additional return for interest rate and inflation
the same risk / maintain return hedge ratio

and lower risk?
Currentinterest rate and
inflation hedge ratio of 20%
and 40% respectively
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Reminder of the current framework

G AT TS

Liability Driven
Investment

~

Collateral
management

Synthetic equity = |Currency hedging

Liability risks Structural efficiency

» Provides certainty of » Provides protection » Provides protection » Ensures the Fund holds
return above inflation against a fall in equity against a fall in the value the required amount of
markets of overseas assets due to a collateral to support the
» Triggersin place to strengthening of sterling risk management
capture market » Retains sufficient upside framework in an efficient
opportunities potential to satisfy return way

requirements
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Health Check 2020




Health Check Summary

The Fund s slightly behind
the expected funding level
asat 31 August2020.

/J i As
. required expected
Flightpath

There are refinements that
could be made to the
financing leg of the
synthetic equity strategy.

/ Action As
m III required expected
Synthetic

equity
portfolio

Possibility of continued
Sterling weakness
following the Brexit
outcome. No change.

a Action As
required expected

Currency risk

Insight are performing as
expected. No change.

required expected

Theyield trigger structure
was refined earlier in the
year and is working as
expected. No change.

P
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. required expected
LDl and yield

triggers

The Cash Plus Fund has
slightly underperformed
the benchmark but the
collateral waterfall is
working well. No change.
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Collateral required expected
management
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Important Notices

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
© 2020 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to
whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any
other person or entity, without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change
without notice. They are not intended to convey any guarantees as to the future performance of the investment products,
asset classes or capital markets discussed. Past performance does not guarantee future results. Mercer’s ratings do not
constitute individualized investment advice.

Information contained herein has been obtained from a range of third party sources. While the information is believed to
be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no representations or warranties as to
the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential or
incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other
financial instruments or products or constitute a solicitation on behalf of any of the investment managers, their affiliates,
products or strategies that Mercer may evaluate or recommend.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your
Mercer representative.

For  Mercers conflict of interest disclosures, contact your Mercer representative or see
www.mercer.com/conflictsofinterest.
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Mercer Limited is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West,
Tower Place, London EC3R 5BU




