DRAFT - BUSINESS RISK ASSESSMENT
RISK ASSESSMENT COMPLETED BY:

Director of Essex Pension Fund

FUNCTION / SERVICE / TEAM Essex Pension Fund
PROJECT / PROGRAMME (if applicable): NA
DATE: 06-Feb-10
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T T EPF Invesiment Strategy is reviewed and montored on a regular basis. | Samantha Andrews -
investment Manager
2. Monitoring of: investment manager performance; market conditions. 2. Samantha Andrews - Samantha
7o maximise the retums from investments within reasonable risk parameters [The total Fund Investment return does not meet expectations which could lead to underfunding. oth assets and iabild d periodically. investment Manager 3 3 Q | pndrews- | e
. |3 nstittional Investment Consuitants undertake return analysis for each asset [3. Kevin McDonald - Investment .
s wthinth portoo.combined i h probaity of eachng 100% Do forEPF Manager H
§ |funding ]
3 3
2 116 T The performance of Invesiment Managers and/or ACCESS Operators sub | Samantha Andrews - 1o review benchmarks with Investment Managers andior ACCESS Operator] |1 Samaniha Andrews -
funds is subject to reguiar review: investment Manager investment Manager
2 2 Samantha
o masimise the rturms fom nvestments wihin reasonablerisk parametes. | ™VeSIMeNt Managers andior ACCESS Operators sub funds underperfor o do ot have appropriae 3 2 6 | Ao | Lo
benchmarks leading to lower investment returns. NE 8 Investment .
3 nag 5
3 3
B 17 T The Fund procures and ulises an Insiitutional Invesiment Consuliant and ar{ L. Samantha Andrews -
independent Investment Advior. investment Manager
2. EPF ensure these amangements are kept under review: 2. Samantha Andrews - Samantha
7o ensre the Fund's investments are properly managed before, during and _[Failure by EPF or the ACCESS Operator to take advice in accordance wih statutory requirements and investment Manager 1 3 | anews- |
atter pooling is implemented best practice over appointing and the terms of appoiniment of investment managers. .. |2- Access Escalation Palicy in piace. 3. Samantha Andrews - Investment .
3 investment Manager 3
£ [&- Appointed Contact Manager within he ASU. evin MoDonald - ]
3 irector for EPF 3
2 (110 T EPF works proacively with Invesiment Advisors, ACCESS Pool and ‘Samantha Andrews -
oeiays n: investment Managers to scope, propose and implement viable revisions o the [Investment Manager
investment Strategy. samantha
[To ensure the Fund's investments are properly managed before, during and |- implementation of decisions; andior 2 2 3 2 6 Andrews - eat
atter pooling is implemented - availabilty o suitable solutions within the Pool; Investment
= N Manager =
which could reduce the effectiveness of the decision which could lead to loss of potential return Bl n &
-2 -2
5 113 T AAFO106 Annual Control Reviews are carmied out T Samantha Andrews -
investment Manager
[2. Within the Pool environment the Depository has libilty for safekeeping of _|2. Samantha Andrews -
Pool investments. investment Manager
3. ASU Contract Manager ensures adherence to the Operator Agreement by th¢3. Samantha Andrews - Samantha
7o ensre the Fund's investments are properly managed before, during and _[Failure of 3rd party service providers to maintain obligations in respect of investments leading to 11 ACCESS Funds and LINK. investment Manager 3 P 6 | e |y
atter pooling is implemented potential loss of return or liquidity. or abilty to access or controlinvesiment. 4 Formal procurement procedures are being used for all 3rd party suppliers. 4. Amanda Crawford - Investment
|Compiiance Manager
|5 EPF ensure these arrangemenis are kept under review. 5. Amanda Crawford - N
£ |Compiiance Manager £
£ [6- Funds assets ae not inluded on Custocar's Balance Sheet Separate |6, Samantha Andrews - ]
S |Designated Accounted for each mande. investment Manager E
6 1115 T Investment Strategy Statement is subject o stakeholder consultation 1. Samantha Andrews - o update Employers and Members of Investment Miafers T Samantha Andrews -
investment Manager investment Manager
[2. PSBIISC Members are appropriately rained prior to key decisions being 2. Samantha Andrews - Samantha
Ensure investment issues are communicated appropriately to the Fund's  |Failure to communicate and consult on Investment Maters with stakeholders resulting i lack of mae. nvestment Manager 1 P 0| anews-
stakenolders understanding and poteniall poor decisions being made _ |2 Envagement with Employers at riennial valuaiion 3. Sara Maxey - Employer Investment N
£ Manager Manager £
HA 3 ]
-2 -2
7 1116 T The Fund has arrangements to ensure Tt relevant VIFID 1T 0Pt Up T Samantha Andrews -
Etective Professional status for all asset mandates is kept under review: investment Manager
. | The implementation of MIFID If (January 2018) leads to the Fund being categorised by some /all ofits | | 2 Samantha
To ensure the Fund's investments are properly managed before, duing and ! Andrews -
atter pooing is implemented |service providers as a ‘retail client - the result of which could reduce the range of sub asset classes in 5 5 1 4 4 Investment Treat
which the Fund is able to invest, and may even require disinvestment from the current portilio = =
Ha a ]
3 3
18 | NE T Use of exper consuliants n the selection of Investment Straiegy and T Samaniha Andrews - [ Govlop an Resparsl vesiment () Polcy T corutatn v T Samantha Andrews -
investment Managers. investment Manager investment Advisors. investment Manager
w | ack of consideration ofal fivancial and ron-financia isks refating to ESG/Responsible Investment (R |2 Regular moritoring o investment Managers. 2. Samantha Andrews - Samantha 2. Consider membership of LAPFF. 2. Samantha Andrews -
[To maximise the retuns from investments within reasonable risk parameters [issues leading to poor investment returns, increased employer contribution rates and reputational [nvestment Manager 1 3 3 Andrews - Treat invesiment Manager
amage .. [ Reguiar reviews of investmen stategy. 3. Samantha Andrews - Investment 3. Tigger report from Invesiment Advisors o include ESG. .. |5 Samantha Ancrevs -
3 investment Manager Manager % |investment Manager
£ [#- Compiance with Stewardship Code. 4. Samantha Andrews - ]
3 investment Manager 3
F1 | F1 £ A cach il valton, s onaing postonand pogrss made o L. Sara ey - Erlorer T Introducing monhly data uploads when Employer and EPF capacity allows. | |L. Sara Maxey - Employer
nding. Manager anager
2. Full annual nterim reviews to enable consideration of the positon. 2. Sara Maey - Employer 2. Development of data improvement plan. 2. Sara Maxey - Employer
Manager Manager
3. A specific Scorecard measure s in place on this matter. Current measure [3. Sara Maxey - Employer
o prudenty et eveis of employer contributons thataim o acheve a fuly [ 0o ione cuticionto acheve a flly funded ongoing posiion i he 4.3.2 % of contribing employers submitting timely payments. Manager SaraMaxey -
funded ongoing posiion inthe timescales determined in the Funding Strategy ;e terermined by e Funding Srategy Statement 2 3 6 Employer Treat
Statemen 4 Work with Employers to enstre they understand their responsibiltes. 4. Sara Maxey - Employer Manager
Manager
£ 5. vear-end reconciliation of Member data. 5. Sara Maxey - Employer £
] [Manager and Chris Pickford| g
3 5 ystems Manager 3
F2 | F4 T Longevy analysis s conducied by the Actuary af each valuation T Sara Maxey - Employer
Manager
To prudently set levels of employer contributions that aim to achieve a fully |Mortality rates continue to improve, in excess of the allowances built into the evidence based actuarial | | 2 ‘Sara Maxey -
Ifunded ongoing position in the d in the Funding resulting in increased liabilities, reduced solvency levels and increased employer 5 5 3 3 9 Employer Treat
Statement lcontribuions = Manager =
HA a ]
-2 -2
3 | F5 T EPF ensures the Employer pay the rates set a each valuation T Sara Maxey - Employer
Manager
7o prudently set levels of employer contribuions that aim to achieve a ful 2. The Actuary provides a prudent assessment to allow for-health cases 2. Sara Maxey - Employer Sara Maxey -
Demographic experience of Fund population s not in fine with actuarial assumptions resulting in wihin the calculations. Manager
Ifunded ongoing position in the timescales determined in the Funding Strategy 1 3 K] Employer Treat
[uneed ont increases required in Employer contributions |- Any change in demographics are reviewed at subsequent valuations and any|3. Sara Maxey - Employer P N
£ |underfunding vl be addressed Manager £
H 5
3 3




F4

F6

L EPF carmes out an analysis at each tennial actuanal valuation to assess |1 Sara Maxey - Employer
Man:

[covenant and affordabilty on a proportional basis tanager
2. A risk analysis is conducted at each riennial valuation by the Funds Actuary.[2. Sara Maxey - Employer S vy -
7o recognise in drawing up the funding strategy the desirabilty of employer |Failure to apply and demonstrate fairmess in the differentiated treatment of different fund employers by Manager oo, et
[contribution rates that are as stable as possible reference (o their own circumstances and covenant . |7 Ongoing monitoring of contriuions to dentiy significant change and 3. Sara Maxey - Employer it N
£ [continuous dialogue with employers. Manager H
HA 3 ]
-2 -2
F5 | F8 T EPF carmies out an analysis ai each tnennial aciuanal valualion (o ensure Thal L Sara Maxey - Employer
he assumptions adopted are appropriate and monitor actual experience. Manager
To recognise in craving up the funding suategy the desirabilty of employer  [Pay and price infition significantly diferent rom actuarial assumptions resulting in ncreases required [ [ iScussions with employers over affordabily and pay poliy are held 2 Sara Maey - Employer SaraMaxey -
contribution rates that are as stable as possible in employers' contributions Vanager Employer Treat
|2 Discretions Policy to contro discretionary costs. 3. Sara Maxey - Employer Manager N
H Manager H
Ha 3 ]
-2 -2
F6 |F13 T EPF monitors and send reminders of employer's responsibiies. T Sara Maxey - Employer T o review contrals in Tght of Fair Deal [ Sara Maxey - Employer
Manager Manager
Failure to 2. EPF carries out an analysis at each triennial actuarial valuation to assess  [2. Sara Maxey - Employer
To manage employers' liabilies effectively, having due consideration of each . jcovenant and affrdabilty on a proportional basis anager Sara Maey -
oy er e v, oy e capton Ahere mecetamy. of - recognise a weakening (strengthening) in an employer's covenant; 3. A isk analysis is conducied at each triennial valuation. 3. Sara Maxey - Employer i Treat
o over e g cbjoctven - lack of, or inaccurate, information about an employer; Manager oo
4. Use of bonds and guarantees. 4. Sara Maxey - Employer
leads to an inappropriate funding approach in respect of that employer z Manager £
£ 5. ongoing monitoring of contriutions to identiy signiicant change and 5. Sara Maxey - Employer H
& |continuous dialogue with employers. Manager -2
F7 |F16 T The Asset Liabilty Study is undertaken on a tHennial basis 1 Samantha Andrews -
investment Manager
2. The Funding Strategy and Investment Sirategy are reviewed and monitored [2. Sara Maxey - Employer
lon a regular basis, Manager Sara Maey -
o ensure consistency between th invesimen sraegy and funding sateqy [¢"410 SHEe0) B 1ot allgned withInvesiment Sirategy leading to adverse funding outcomes. 3. The Funding Strategy is aligned with the Investmen Strategy. 3. Sara Maxey - Employer Employer Treat
N Manager and Samantha Manager N
H |Andrews - Investment H
H Manager H
Sla -2
F8 |F17 T EPF ensures suficient Invesiment income is avallable 1o supplement T Sara Maxey - Employer
contribution income to meet benefit paymens. Manager
[2. Ths is reported to the PSE. 2. Sara Maxey - Employer
Manager
3. A specific Scorecard measure is in place on this matter. To link to scorecard |3, £ Maxey - Employer Sara Maxey -
Maintain liquidity in order to meet projected net cashflow outgoings The Fund has insuficient cash to pay pensions as they flldue. e onmger Employer Treat
|- Limiton iiquid assets and levels of diersifcation from equites and bonds. [4. Samantha Andrews - Manager N
H investment Manager H
& [5. Projecton of expected cash flows and daily monitoring of cash 5. Samantha Andrews - H
-2 investment Manager -2
F9 |F19 T New employers joming the Fund are requied (@ meet e Funds 1. Sara Maxey - Employer T Ensure T Clearyand | Sara Maxey - Employer
lexpectations, covenant, security and guarantee as set out in the Funding | Manager in & timely manner to employers to ensure they can budget for the changes. Manager
rate
[An employer ceasing to exist with insufficient funding, adequacy of bond or guarantee leads to 2 Existing employers are requied! to meet the Funding Strategy and Actuarial 2. Sara Maxey - Employer SaraMaxey -
[To minimise unrecoverable deb on termination of employer paricipation [Valuation obligations. Manager Employer Treat
unrecoverable debt and residual iabity falls on remaining employers.
3. Monitoring of bonds and angoing monitoring of Emplayer covenant. 3. Sara Maxey - Employer Manager
£ Manager 7
Ha a ]
-2 -2
F10 | F22 T consulaion with e Actuary, EPF determine an appropriale funding |1 Sara Maxey - Employer
strategy that meets s13 requirements. Manager
ro prudenty setfevels of employer conlributions that amto achieve Y |1, 4gopion of a funding sirategy that causes the Fund tofail any of the GAD 13 tests or be named i SaraMaxey -
funded ongoing position in the timescales determined in the Funding Srategy Employer Treat
the GAD 513 report that causes reputational damage. g g
Statement = Manager =
Ha a ]
-2 -2




