Funding and Investment Risks (Including Accounting & Audit) Heat Map and Summary
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- The number denotes the risk number on the risk register.
- The location of the square denotes the current risk exposure.
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Clwyd Pension Fund - Control Risk Register
Funding & Investment Risks (includes accounting and audit)

Objectives extracted from Funding Strateay Statement (5/2015) and Statement of Investment Principles (6/2015):

F1  Achieve and maintain assets equal to 100% of iabilies within reasonable risk parameters
F2  Determine employer the on and strength of employer covenant, with the aim being to maintain as p an employer as possible
F3 ising the on for employers, aim for sufficient excess investment returns relative to the growth of liabilies
F4  Strike the appropriate balance between long-term consistent investment performance and the funding objectives
F5  Manage employers' liabiies 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.
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- This risk will be
) ) considered and
1 Ensutng appropritely pucent assumpons on ot e
_anon detail as part of the
. ) ) 2- Al controls in relation to other risks apply to this !
1 | Employer conuibutions are | Anappropriate funding strategy | F1/F2/F3/FAL|  cpiery Significant risk Critical Very Low ' 2016 Actuarial CPFM 30/9/16 2016 | 14/04/2016 Critical Significant
unaffordable andlor unstable can not be set Currentlikelihood 2 too high | Valuation including
3- Consider employer covenant and reasonable o
affordability of contributions for each employer as 9
tof the valuation process framework o
par P monitor employer
risk
) Movements in assets and/or ) .
o |Funding level reduces, increasing | ;. pjiies (as described in 3,4,5)in | F1/F2/F3/F4/ | crieqy Significant See points within points 3,4 and 5 Marginal Low Currentimpact 1too high | Seepolntswithin | - oppy 30009/2016 | 14/04/2016 Critical Significant
deficit S escrbed F5/F7 Currentlikelihood 1 too high | points 3,4 and 5
1- Use of a diversified portfolio (regularly
monitored) 1- The impact of
2 - Flightpath in place to exploi these opportunities the assumptions
in appropriate market conditions will be considered
3.~ Monthly monitoring of funding position versus and quantified in
Markets perform below actuarial flightpath targets more detail as part
Ivesiment s arenot |- managers st mhouse | 4 A ol e o e cotucs IO
3 | achieved therefore reducing investments don't meet their Critcal Significant ) " Citical Low ) Finance 3000912016 | 1410412016 | Critical Significant
>d theref strategies by the Pensions Advisory Panel and Current likelihood 1 too high | 2 - Review of flight
solvency / increasing contributions targets h Managers
- Market opportunities are not " _Committee path strategy
e Pparues are o 5 - On going monitoring of appointed managers following valuation
Pl - (including in house investments) managed through -
regular updates and meetings with key personnel investment
6 - Officers regularly meet with Fund Managers, strategy following
attend seminars and conferences to continually gain valuation
knowledge of Investment opportunities available.
1- LDl strategy in place to control/imit interest and 1~ This risk will be
inflation risks. considered and
2- Use of a diversified portiolio which is regularly quantiied in more
Value of liabilities increase due to monitored. detail as part of the | oo\
Japilives in A Market factors impact on inflation | F1/F2/F4/F5 / 3 - Monthly monitoring of funding and hedge ratio Current impact 1 too high 2016 Actuarial € .
4 Siﬁfiﬁf,fﬂ'“;éﬁ'f:.‘;?’;gﬂ"m'"%gﬁé and interest rates F7 Critical Low position versus targets. Marginal Very Low Current likelihood 1 too high Valuation ,:a"'“angfs 30/00/2016 | 14/04/2016 Critical Low
P 4 - Annual formal reviews of the continued 2 - Review of flight 29
appropriateness of the funding/investment path strateqy
strategies by the Pensions Advisory Panel and following valuation
ommittee
T~ Regular monitoring of actual membership
experience carried out by the Fund.
This may oceur if employer 2 - Actuarial valuation assumptions based on 1. Assumpions
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Do o o I i e s expectancy and other 3.- Ensure employers made aware of the financial Currentfkelinood 1 oo igh | P2 SSKETESS | FRance
demographic assumptions are out consequences of their decisions Lot e 2
of line with assumptions 4-1n the case of early retirements, employers pay
capital sums to fund the costs for non-ill health
cases.
T-Fund has no
- 1.- Ensuring that Fund concerns are considered by conirol over this
Legislation changes such as except through
the Pensions Advisory Panel and Comittee as
LGPS regulations (e.g. asset prt Aoy responses o
Investment and/or funding pooling), tax treatments, results of R consultations etc.
6 |objectives andior strategies are o) the EU referendum, MiFiDI and | *HLEZLESIE4T | cricar Very High 2 Employers and interested pariies 1o be kept Marginal Low @ oo g 1y | There are tax cPEM 3000012016 | 1410412016 | Critical Very High
longer fit for purpose other funding and investment ” 9 P ing with 9| changes proposed
related requirements - ultimately 3 - Monitor developments over time, working witl by Government
€ X investment managers, investment advisers, Actuary ¢
this could increase employer costs which could
and other LGPS
adversely affect
1- Inform major
Insufficent cash (due to failure in 1 - Cashflow monitoring to ensure sufficient funds employers of the
e o o oy Mo 2 - Ensuring all payments due are received on time requirement to
asse(:‘:vaﬁ e lon ery(e"‘; s including employer contributions (to avoid breaching notify Fund of any |~ Pension
7 | insufficient assets to pay benefits | 322515 2Va1201e - 10108t W F1/F6 Negligible Very Low Regulations) Negligible Very Low @ significant Finance 30092016 | 1410412016 |  Negligible Very Low
our dyresu" o un;‘mci e 3 - Holding liquid assets restructuring Managers
st Ccsts" 4 - Monitor cashflow requirements exercises. (Need to
5 - Treasury management policy is documented consider controls
currently in place)
1.- Consider profile of Fund employers and assess
the strength their covenant andor whether there is
aquality guarantee in place.
Loss of employer income and/or | Employer ceasing to exist with 2-When se“'"%f:;igg"m}z:’;‘55'°"5 fequire a t ;“?::;y:;“‘sk Pension
8 | other employers become liable for | insufficient funding (bond or F5/F7 Marginal Very Low 5 - Formal con e o each actuarial Marginal Unlikely @ Current likelinood 1 100 high | framenrkia be | Fnance 311212016 | 1410412016 |  Marginal Very Low
their deficits guarantee) Managers
valuation plus proportionate monitoring of employer developed
strength.
4~ Idenify any deterioration and take action as
appropriate through discussion with the employer.
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