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Funding and Investments (including accounting and audit) Tasks

2018/19 Period Later Years
Q4 2019/20  2020/21

F1 Asset Pooling Implementation X X X X

F2 Flightpath Review X X
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Funding and Investments (including accounting and audit) Task Descriptions

F1 —Asset Pooling Implementation

What is it?

To enable the Wales funds to pool assets an operator has been appointed to provide the investment
infrastructure and advice for the Wales Pensions Partnership ("WPP"). A plan will be developed in
relation to what and when assets will transition. Then we will need to adapt internal processes and
methods as assets transition, and ensure reporting received from the Operator and WPP. The
timescales shown below are best estimates and subject to change when the WPP business plan
and asset transition plan have been developed.

Timescales and Stages

Develop and agree on initial asset transition plan (reserved
matter)

Understand and feed into the development of the role,
responsibilities and discretions of the Operator

Identify impact on and develop internal processes and
resources

Approve the WPP's business plan (reserved matter)

Review and feed into suitability of reporting and performance
monitoring templates (including meeting the Fund's
Responsible Investment Policy and Cost Transparency
requirements)

Review of how accounts and finances relating to investments -
recording, preparation and publishing

Understand infrastructure opportunities

Develop process to capture WPP cost versus existing costs to
identify benefits and savings of asset pooling

Develop and agree any supplementary transition plans
(reserved matter)

2018/19 Q1
2018/19 Q1/2

2018/19 Q1
2018/19 Q1 (to be
confirmed)

2018/19 Q1/2

2018/19 Q1 - 4, and
2019/20 Q1/2

2018/19
2018/19

2018/19 (to be
confirmed)

Resource and Budget Implications

2018/19 and future budgets will include the cost of the Operator. For 2018/19 a provisional amount
of £50k has been included for a proportion of the year. Along with budgeted WPP costs of £24k.
The Consultant and Adviser budgets include an additional estimated amount of £192k for expected
ongoing advice during the transitional period. The remaining costs will be covered within the internal
resource budget.

F2 —Flightpath Review

What is it?

The Administering Authority implemented a “Flightpath” risk management investment strategy with
effect from 1 April 2014, with the aim of more effectively controlling and limiting interest and inflation

2



risks (as these factors can lead to significant changes to liability values and therefore the deficit).
The overall funding Flightpath strategy is to consider and structure the investment strategy to
determine a balance between return-seeking and risk-hedging assets. Further details are in the
Fund’s Investment Strategy Statement (ISS) and Funding Strategy Statement (FSS).

A regular review is carried out to ensure its aims remain appropriate and it is still fit for purpose. As
a result monitoring of the restructuring of the mandate is done on a monthly basis. This will continue
to be reviewed in conjunction with insight to maximise operational efficiency and the delivery of
further added value to the mandate. The current equity protection contract expires on 26™ April
2018. The review and implementation of a replacement contract or other arrangement will be
undertaken prior to the expiry. The main objective is to protect contribution outcomes for the
employers of the Fund at the 2019 and potentially subsequent valuations.

Timescales and Stages

An annual health-check of flightpath structure 2012(2)018’ 2019 and

Review of Equity protection structure 2012(2)018’ 2019 and

Resource and Budget Implications
To be resourced through the Funding Risk Management Group, which will result in additional costs
that are estimated within the budgets provided.



