PENSION FUND RISK REGISTER - LOWER SCORED RISKS (Green Rated)
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inception |risk rating
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number controls) | controls) planned owner risk rating date Risk owner
REGULATORY
Cha_nges by regulation to The Administering Authority considers all
particular employer X - h
IO consultation papers and new regulations and, Treasury and Director of
participation in the Local X . . - . - )
Gl . with assistance from its advisers, implements D3 D3 Pensions D3 Finance &
Government Pension Scheme K . X .
o . them, including amending strategies, as Manager Assurance
with impacts on funding and/or -
h ) appropriate.
investment strategies.
Government made a further
Government introduced legislation to limit the SIENER B E Regulathns in
oy N . February 2021 - repealing the
cost of “exit payments" to £95k, but did not . .
issue updated LGPS Regulations incorporatin ECak
Other UK Legislation (public the neczssar changes t?) alion with thig Lette? The latest guidance aligns with | Treasury and Director of
G2 |sector exit cap) conflicts with S 'y changes to allgn v ’ C3 E3 the LGPS Regs as the Pensions E3 Finance &
LGPS Regulations containing Ministerial Guidance issued defination of "Special Manager Assurance
28/10/2020 but does not have force of law. "
] X Severance Payments'
Software changes will also be required once the A
: excludes those which are
new LGPS Regulations are approved.
statutory.
GOVERNANCE
Re_gglar training is provided via a structured ] Fund Training Strategy to be
training programme to allow Members to review . .
. . . approved in March 2022. This
Pension Fund Committee and challenge recommendations. i S .
] . P . ) will include regular training Treasury and Director of
members have insufficient Actuarial, investment, independent and officer . ; . . -
G3 L ¥ ) - ! E2 E2 sessions will be arranged Pensions E3 ongoing Finance &
knowledge to make correct advice is available to assist Members in making .
L. . e before each Committee to Manager Assurance
decisions their decisions. .
- ensure that knowledge remains
The Council's in-house Legal Department
N . - up to date.
provides advice as appropriate.
Properly considered appointment of actuary and
investment consultant with relevant experience
and professional standards in place.
Appointment of additional independent
Inadequate investment and advisers. Treasury and Director of
actuarial advice is available to | The Administering Authority, via its Pension Y )
G4 . N ) 4 o E2 E2 Pensions E2 Finance &
the Pension Fund Committee |Fund Committee and Pension Board maintains
L o - ) . Manager Assurance
or sound advice is not heeded |close contact with its specialist advisers and, in
addition to receiving "statutory" reports, makes
of requests for specific reports when required.
Advice is delivered at formal meetings and
recorded appropriately.
Suitably qualified staff appointed. Skills kept up
to date through ongoing professional
Officers do not have sufficient deve_loprlngr_\t (|ncIL_Jd|ng training and technical )
! reading); liaison with other funds and - Treasury and Director of
knowledge and experience to : . Fund Training Strategy to be . .
G5 . A professional bodies and other networks. D3 D3 ) Pensions E3 Finance &
advise the Committee and L ) approved in March 2022.
Training and development needs monitored Manager Assurance
manage the Fund. . .
through annual and monthly meetings with
managers. Use of external advisers where
appropriate
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The Penson Fund Committee has responsibility
for exercising the Administering Authority's
. —_ oo S Regular reports on ]
Failure to maintain proper responsibilities clearly set out in its terms of L . Treasury and Director of
) L . Administration Performance . . .
G6 |oversight of the administration |reference. D3 D3 ; Pensions 58 ongoing Finance &
: ; are considered quarterly by the
of the Fund The Pension Board provides support and - Manager Assurance
. ) Pension Board.
constructive challenge to support the oversight
of the administration of the Fund.
FUNDING - ASSETS AND
LIABILITIES
- — Objectives are defined in the Funding Strategy Treasury and Director of
Pension Fund objectives are I . . )
G7 ) Statement which is reviewed regularly by the E2 E2 Pensions E2 Finance &
not defined and agreed . .
Pension Fund Committee Manager Assurance
At each triennial actuarial valuation life
expectancy assumptions are specifically
8 . reviewed taking into account both national and
The Fund’s pensioners are ) N .
livi . |local longevity experience. Treasury and Director of
iving longer than assumed in A - )
G8 N - The Actuary has direct access to the D3 D3 Pensions D3 Finance &
actuarial assumptions thereby . )
) PRI, experience of over 50 LGPS funds which allows Manager Assurance
increasing liabilities. . P -
early identification of changes in life expectancy
that might affect the assumptions underpinning
the valuation
Employers are charged the “strain” cost of non-
ill-health retirements; ill health retirement
. experience is closely monitored.
Increase in number of early . . o h
retirements due to service Controls are included in admission agreements Treasury and Director of
G9 . - for new bodies joining the Fund and insurance D3 D3 Pensions D3 Finance &
reductions and/or ill-health ¥
. may be available. Manager Assurance
retirements. . A ) ’
Experience between triennial valuations is
monitored and incorporated in the valuation
process.
Structural changes in an . . .
, : Monitor at each valuation and appropriate .
employer’'s membership (eg . o Treasury and Director of
- . - investment strategy is implemented. . .
G10 ([fall in active membership) X i : D3 D3 Pensions D3 Finance &
) Past service deficits are being recovered by
leading to non-recovery of past Manager Assurance
. . cash rather than percentage of payroll.
service deficits
Medium term requirements are regularly
Insufficient assets to meet reviewed, and cashflow is monitored and Treasury and Director of
G11 (short and medium term reconciled on a daily basis. E2 F2 Pensions F2 Finance &
liabilities Most of the Fund’s investments are liquid and Manager Assurance
can be accessed relatively quickly.
Reviewed at triennial valuation.
Reductions in payroll causing |Stabilisation mechanism permits appropriate Treasury and Director of
G12 |[insufficient deficit recovery contribution increases. E2 E2 Pensions E2 Finance &
payments Deficit contributions are a fixed monetary Manager Assurance
amount rather than a percentage of payroll.
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FUNDING - INVESTMENT
STRATEGY
The Council has established a currency hedging
strategy covering 50% of the global equity|
. portfolio to dampen the effect of foreign Treasury and Director of
Losses arise due to currency - ¥ . - )
G13 . currency fluctuations against sterling. E2 E2 Pensions E2 Finance &
fluctuations f . -
Approximately 10 major currencies are hedged Manager Assurance
most notably the US Dollar, Japanese Yen and
Euro.
The Eund e_xp_ects its managers to act_ln the The Fund is currently
best financial interests of the Fund which . o
. Lo . developing a specific
} . involves considering the effects of ESG issues . .
Environmental, social and . . Responsible Investment Policy .
- on the performance of companies in which they . y Treasury and Director of

governance issues reduce the |. . . which will reflect the PF . .

G14 . o invest. During 2021 the Fund updated its D3 D3 I . Pensions D3 Finance &

Fund's abilities to generate N Committee's views on climate

Investment Strategy Statement and realigned . Manager Assurance
long term returns . . . . change and other ESG issues

investments incresae its ESG Focus. It receives . .

N and inform investment
an ESG dashboard anually (in March) prepared L. .
. decisions going forward.

by its Investment Consultants.
SECURITY

Client agreements which include the control

framework are in place.

Assets are held by external custodians Whilst this risk is outside the

separate from the investment managers; Fund’s control, the annual

custodians are expected to comply with audits reveal very few
Investment manager may not (ICAEW’s Audit and Assurance Faculty’s exceptions to the intended .

N ! X N - Treasury and Director of

have appropriate control guidance on internal controls of service control processes operating . -

G15 : o E2 E2 L Pensions F2 N/A Finance &
framework in place to protect |organisations. correctly. An aspiration that the Manager Assurance
Pension Fund assets Each investment manager’s annual audit of likelihood is almost impossible 9

internal controls is reviewed by officers and the is therefore a reasonable

Pension Fund Committee. aspiration but timescales are

Investment managers maintain an appropriate dependent on the managers.

risk management framework to minimise the

level of risk to pension fund assets.

Legal requirements on fund managers set out in

investment management agreements, FSA and :
Negligence, fraud or default by |other regulatory requirements; separation of Treasury and Director of

G16 |. gligence, Y ¢ 9 yreq » SEp E2 E2 Pensions E2 Finance &

individual investment manager. |investment management and custody
. . . Manager Assurance
arrangements; annual review of operational
controls
Client agreements which include the control
framework are in place.
Custody arrangements may External custodians comply with ICAEW'’s Audit Treasury and Director of

G17 [not be sufficient to safeguard [and Assurance Faculty’s guidance on internal E2 E2 Pensions E2 Finance &

fund assets controls of service organisations. Manager Assurance
Regular reconciliations carried out to check
external custodian records
. . Treasury and Director of
G18 |Failure of custodian Use Cu.StOd'anS under banking and FSA E2 E2 Pensions E2 Finance &
regulation
Manager Assurance
3
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OPERATIONAL
Business Continuity Plan in place. Treasury and
. Service delivery during 2020 and 2021 Covid- v Director of
G19 [Major emergency . . E2 E2 Pensions E2 ]
19 Pandemic demonstrated resilience of Finance
X Manager
remote working arrangements.
Authentication controls including regular
password changes and robust user
administration procedures are in place.
Access rights restricted.
Data is backed up on an incremental basis daily
and fully backed up weekly.
Systems and data may not be |Audit trails and reconciliations are in place. Treasury and ;
. ) ; ’ . Director of
G20 |secure and appropriately System is protected against viruses and other E2 E2 Pensions E2 Finance
maintained system threats. Manager
Software is regularly updated to ensure LGPS
requirements are met.
Staff working from home use only LBH
equipment and secure log in arrangements. No
printing of documents is permitted while working
remotely.
Sufficient resources are in place, structured
Contributions to the Fund are | 2PProPMa tely, to carry out the necessary
] transaction processing.
not received, processed and Procedures exist to identify any non-payment of Treasury and Director of
G21 (recorded completely and oo Y pay! D4 D4 Pensions D4 -
- . |contributions. Finance
accurately in accordance with N . Manager
scheme rules Internal audit reviews take place regularly and
: there is an External Audit review of the
accounts annually
Most overpayments result from deaths not
being notified promptly.
In addition to informal contacts, life certificates
are regularly sent out and Harrow is a member Treasury and Director of
G22 |Overpayments made guiarly - C4 Cc4 Pensions C4 )
of the National Fraud Initiative. Manager Finance
Pensions Admin participate in the “tell us once" g
service, so are notified of many deaths through
registrars via this service.
. Data security protocol in place. Treasury and .
G23 Bre_ach_ of data protection Staff made aware of importance of ensuring E2 E2 Pensions E2 Dlr_ector of
legislation. . Finance
data is properly protected. Manager
Effect of possible increase in
employer's contribution rate on | A stabilisation mechanism has been agreed as
. ) . Treasury and ]
service delivery of part of the funding strategy and other measures . Director of
G24 o . . L N } E2 E2 Pensions E2 )
Administering Authority and are in place to limit sudden increases in Finance
L _— Manager
admission and scheduled contributions.
bodies.
ACCOUNTING
None
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