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Funding and Investments (including accounting and audit) Task Descriptions

F1 –Review CPF's Responsible Investment Policy
What is it?
The Fund has had in place a Responsible Investment policy/Sustainability Policy for several years,
and this is contained within the Investment Strategy Statement. Responsible Investing or investing
in a sustainable way has moved into the mainstream in recent years. It is now generally accepted
that, at the very least considering Environmental, Social and Governance (ESG) factors/risks within
the investment process is entirely appropriate for institutional investors. As the market has moved
significantly in recent years, it is appropriate for CPF to review its existing policies to ensure they
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remain appropriate, and relevant. As part of the review CPF will need to consider, and input into,
the policies being created by the Wales Pension Partnership, as this will be the implementation
vehicle.
Timescales and Stages
Responsible Investing Training session for CPF Committee

2018/19 Q4

Work with consultants/advisers to review existing policies

2019/2020 Q1/2

Present revised policies to CPF Committee

2019/2020 Q2/3

Resource and Budget Implications
Costs and resources for the review are contained within existing plans/budgets. Officers will review
with support from Investment consultant.

F2 –Cash Flow and Liquidity Analysis
What is it?
The Fund has a significant number of factors to consider when looking at cash-flow requirements.
These include contributions from employees and employers, payments to pensioners and transfer
values in and out. On the investment side this includes income/dividends receivable from
investments, commitments to Private Markets require regular draw-downs and repayments of
investments, and transition of existing investments can also require cash.
As a result of all of these moving parts it is to ensure that the Fund has sufficient cash flow to meet
all its commitments, but without maintaining a significant balance in cash which would, potentially
be a drag on investment returns.
This assessment of cash flow and liquidity therefore has a number of elements, including input from
the Actuary’s analysis of the Fund’s assets and liabilities as at 31 March 2019. This process will
form the basis of information for the Funding and Risk Management Group which will be working to
assess how the cash flow requirements of the Fund can be best met through a designated asset
allocation structure within the risk management framework.
In addition to this, the CPF’s Investment Consultant, JLT is undertaking a review of the In-house
Private Markets portfolio within the first few months of 2019, and this will include a significant focus
on future cash flow requirements to meet existing and future commitments.
The final piece in the analysis will be incorporated into the review of the Fund’s Investment Strategy.
As part of the work on reviewing the strategy the Fund’s Investment Consultant will review the
liquidity of the asset portfolio versus the projected cash flow requirements.
All of these individual elements will ensure that CPF is well placed in terms of cash flow and will be
able to design and implement an efficient mechanism to manage the demands/requirements going
forward.
Timescales and Stages
Actuarial assessment of benefits cash flows (in conjunction
with the 2019 valuation)

2019/20

Funding Risk Management Group

2019/20

Review of Private Markets cash flow requirements

Concluding Q2
2019/20

Review of Investment Strategy

2019/20
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Resource and Budget Implications
The cost of this work is included within the Fund’s budgets for 2019/20 and will include significant
input from the Actuary and Investment Consultant.

F3 – Triennial Actuarial Valuation and associated tasks
What is it?
It is the formal actuarial valuation of the Fund detailing the solvency position and other financial
metrics. It is a legal requirement of the LGPS Regulations. It determines the contribution rates
payable by the employers to fund the cost of benefits and make good any existing shortfalls as set
out in the separate Funding Strategy Statement. The exercise will include cash flow projections.
Timescales and Stages
Effective date

31 March 2019

Initial whole Fund results (expected)
Individual Employer results (expected)

2019/20 Q2
2019/20 Q2&3

Deadline for agreement of all contributions and sign-off

31 March 2020

Resource and Budget Implications
Exercise will be performed by the Fund Actuary and it will determine contribution requirements for
all participating employers from 1 April 2020. It is a major exercise for the Fund and will take a lot
of input from the Administration and Finance teams. Employers will be formally consulted on the
funding strategy as part of the process. The Fund Actuary's costs in relation to this exercise will be
included in the 2019/20 budget.

F4 – Review of Investment Strategy
What is it?
This relates to the triennial review of the Investment Strategy once the Actuarial Valuation has been
finalised and the Funding Strategy agreed. If required, there may be a need to undertake a light
touch review (asset modelling scenarios) of the Fund’s strategy and asset allocation position to feed
into the actuarial valuation process.
Timescales and Stages
Triennial review

2019/20 Q1,2 & 3
2019/20 Q4 &
2020/21 Q1

Implement changes to Investment Strategy

Resource and Budget Implications
The majority of work will be carried out by JLT as Investment Adviser together with the CPF Manager
and Deputy Head of Clwyd Pension Fund prior to final submission of proposals to Advisory Panel
and Pension Fund Committee. Costs of the review are included within the budgets shown.
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F5 –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 Pension 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
Undertake and feed into discussions with the Operator
regarding structure of underlying asset class options.

2019/20 & 2020/21

Ongoing development and approval of the asset transition
plan (reserved matter)

2019/20 & 2020/21

Contribute to the development of the WPP RI Policy and
ensure it enables implementation of the CPF RI Policy.

2019/20

Identify impact on and develop internal processes and
resources

2019/20 & 2020/21

Approve the WPP's business plan (reserved matter)

2019/20 Q1 (to be
confirmed)

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

2019/20 Q1/2

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

2019/20

Understand infrastructure opportunities

2019/20

Resource and Budget Implications
2019/20 and future budgets will include the cost of the Operator. For 2019/20 a provisional amount
of £109k has been included for a proportion of the year. Along with budgeted WPP costs of £59k.
The Consultant and Adviser budgets include an estimated amount of £42k for expected ongoing
advice during the transitional period. The remaining costs will be covered within the internal resource
budget.

F6 – Employer Risk Management Framework
What is it?
The Fund is subject to funding risks in respect of employers on an ongoing basis and in particular
who cease to participate without being able to recover the full exit contributions due under the
Regulations. The Fund is in the process of setting up a monitoring framework to capture any
employers that pose a significant risk. The framework will categorise employers into different risk
profiles based on their covenant and funding positions. This will allow officers to identify any potential
risk of unrecoverable debt and affordability restraints on contribution requirements. Data requests
will be sent to employers in advance of the 2019 valuation so that the latest covenant data can be
considered alongside their funding results.
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The framework will also consider the outcome of the tier 3 review performed by the Scheme Advisory
Board which is expected during 2019 (tier 3 employers are those that do not have tax-payer backing;
i.e. colleges, universities, housing associations, charities, admission bodies that do not have a
guarantee from a Council, etc.). For the Fund, the potential impact is restricted to colleges and
universities.
A dry run of the initial covenant data gathering phase of the framework has been completed as per
previous business plans.
Timescales and Stages
Monitoring will be performed alongside the 2019 valuation
Further development of risk framework (in conjunction with
the 2019 valuation)

2019/20 Q2/3

Resource and Budget Implications
Managing employer risk will require support from the Fund Actuary. It will involve the officers
gathering financial information from all employers regularly to monitor covenant strength and funding
positions to inform on which employers pose the greatest risk to the Fund and the remedial actions
necessary. The Fund Actuary costs in relation to this exercise have been included in the budget.
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