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Risk is present in every activity undertaken by the Pensions Authority, and we need to
ensure that the risks we face are both recognised and addressed to ensure that we can
successfully achieve the strategic objectives set out in our corporate strategy. This policy
sets out the framework which we will use to do this. As important as having a clear framework
is the attitude we take to risk and the degree of risk we are prepared to accept.

As an organisation responsible for significant investments, we recognise that only by taking
some degree of risk will we receive the returns (which are in essence the value of risk) we
need to ensure that pensions can be paid. However, it is not our job to take excessive risks
and consequently we have defined our appetite for risk as “moderate”. This risk appetite
applies to all aspects of our work and very much reflects the culture of the organisation
across all aspects of its work.

Having a policy of this sort is crucial to ensuring that we only take risks that are within this
risk appetite and that managers across the organisation consistently reflect on risk in their
planning anddecision-making processes.

Against this background, where some risk will always exist, SYPA has a duty to manage
those risks with a view to safeguarding its employees, protecting its assets, and protecting
the interests of stakeholders such as scheme members and employers.

We meet this duty by adopting best practice in risk management which supports a structured
and focussed approach to managing risks and ensuring that risk management is an integral
part of the governance of the Authority at all levels.

The overall aim is to embed risk management into our processes and culture so that these
techniques help us to achieve our corporate objectives and enhance the value of services
that are provided to scheme members and employers.
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2.The Risk Management Framework

The framework consists of the processes, guidelines and best practice to manage risk
effectively while ensuring compliance with relevant regulations and standards.

This framework consists of the following components:

Risk Management
Policy Statement

Risk Management
Strategy

Risk Management
Process &
Guidance

Strategic Risk
Register

Operational Risk
Register

Project/Programme
Risk Registers

Statement of intent on how SYPA will approach
risk.

Defines the objectives, activities and
responsibilities for managing risk and reporting
arrangements

Guidance for staff on how to embed the strategy

Register which records all corporate risks and who
is reponsible for managing them

Register which records all operational risks and
who is responsible for managing them

Register which records all proogramme/project
risks and who is responsible for managing them
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3.Risk Management Policy Statement and Strategy

SYPA recognises and accepts its legal responsibility to manage its risks effectively, has
adopted a proactive approach to well thought through risk taking (balancing opportunity and
risk) to achieve its objectives and enhance the value of services to scheme members.

The overall aim being to increase the likelihood of delivering on the corporate objectives by
supporting innovation, encouraging creativity, minimising threats and providing an
environment where risk management is seen as adding value to service delivery.

Objectives of SYPA’S Risk Management Strategy

To ensure that appropriate levels of risk management are
embedded into the culture and day to day activities of the
Authority.

To raise awareness of the need to manage risks amongst all those
concerned with the delivery of the Authority’s services, including
partners and scheme employers.

To enable the Authority to anticipate and respond positively to
change.

To establish and maintain a robust framework and procedures for
the identification, analysis assessment and management of risk,
and the reporting and recording of events based on best
practice.

To ensure the consistent application of this framework and
procedures across all aspects of the Authority’s work, including
significant projects.

To minimise the costs of risk, while maximising the returns
achieved by taking managed risks.

These objectives need to be overlaid onto the objectives set out in the Authority’s corporate
strategy and it is the combination of these and our risk appetite that will determine how we
go about delivering the corporate strategy.
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How will we deliver the objectives of the Risk Management Policy and Strategy?

We will take a number of steps to ensure that the objectives of the Risk Management Policy
and Strategy are delivered, and that the organisation is aware of the risks which it faces.
Principally we will:
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Ensure a consistent approach to recording and monitoring risks by using a risk
management software system which will allow a robust reporting overview linked to
our strategic objectives.

Ensure that the management of relevant risks within their sphere of operations is a
key accountability of all managers.

Record, allocate ownership and assess the severity of the key risks facing the
organisation in a Strategic Risk Register which will form part of the Corporate
Planning Framework.

Inform and support the strategic risk management process by having a similar
process for Operational Risk Registers within each of the services across the
organisation.

Regularly review the Strategic Risk Register (monthly Senior Management Team
review and quarterly review by the Authority as part of the corporate performance
reporting) in order to ensure that identified mitigations are being undertaken and are
resulting in material changes in risk scores, to identify new risks and agree where
risks can be removed from the Register.

Present the Strategic Risk Register to each meeting of the Local Pension Board for
their additional scrutiny.

Regularly review the Operational Risk Registers (monthly reviews by the relevant
middle managers and quarterly at Senior Management Team (as part of the
framework of Service performance updates). The quarterly update will include any
risks that require escalation along with an overview of any risks removed from the
operational risk registers.

Ensure that major projects being undertaken by the Authority have their own risk
register maintained by the designated project manager and are reviewed on a
regular basis (at least monthly) by the Project Team with reporting to either the
relevant Assistant Director or by the Senior Management Team collectively where the
project impacts more than one department.

Assess, as part of the annual corporate planning process, the Authority’s risk
appetite, and then reflect this assessment in the scoring of the strategic risk register.

Ensure that all reports for meetings of the Authority, its Committees and the Local
Pension Board identify the impacts of proposed actions on the strategic risk register
and any specific risks associated with the actions proposed.
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How will we know if we have achieved our risk management objectives?

The Risk Management Framework applies to how we do things, rather than what we do,
which means that we are only likely to know if the risk management objectives have not
been achieved if something goes wrong because we have failed to manage effectively the
risks involved.

If we manage to deliver all the various outcomes and outputs within the corporate strategy
on time and on budget then self-evidently, we will have managed risk effectively,even though
how we have done it may not be particularly apparent. The risk management system will
however give a clear overarching assurance of progress in managing both strategic and
operational risks.

Thus, the success of this framework should be judged through the overall success of the
organisation in delivering its corporate objectives and major projects. The other way of
judging the effectiveness of the framework is through the way we operate demonstrating a
number of key characteristics which are:

» The work of the organisation being delivered in a consistent and controlled way.

» A structured approach to planning, decision making and prioritisation which
recognises the relevant threats and opportunities and drives the allocation of
resources.

™~

» A focus on the protection of assets, including the Authority’s image/reputation, and
knowledge base.

» A focus on achieving maximum operational efficiency.

The effectiveness of management and controls in these areas forms part of the assessment
required to produce the Annual Governance Statement and is also reflected in the planned
work of Internal Audit and the work external auditors carry out in relation to the Value for
Money conclusion.
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4.The Risk Management Process

The risk management process requires that every relevant risk:

» Is identified, recorded, described and owned by a named manager.
» Assessed (or scored) in terms of the overall degree of ‘concern’ regarding the risk.
» Mitigated, and
» Reviewed.
Risks are contained in either:
» The Strategic Risk Register.
» The Operational Risk Register.
» A specific risk register linked to a major corporate project.

Each risk must be reviewed on a regular (at least monthly) basis and updated on the risk
management system to identify whether the mitigations identified have succeeded in
reducing the degree of concern caused by each risk.

Risk Identification and Recording

Identification of risks will be undertaken by the Senior Management Team in relation to items
for inclusion on the Strategic Risk Register, and by the Heads of and Service Managers in
relation to items for inclusion on the Operational Risk Register and by the relevant Project
Team in relation to project related risks. The relevant team will decide collectively whether
the degree of ‘concern’ associated with each specific issue merits its inclusion on the risk
register. The Senior Management Team, Heads of / Service Managers and Project teams
may use a variety of methods to identify risks including facilitated workshops, checklists, and
process mapping.

No method of risk identification will capture all possible risks, but the graphic below illustrates
some of the key sources and types of risk.

External Internal
Regulation Service Delivery/Operational
The Economy People/Employees
Stakeholders Partnerships
Funders Projects
Partners Change

Sources

Of RISk Risk Topics

New and Emerging Issues Resources
Regulatory Change Reputation
New Obijectives Governance

Changing Expectations Investment / Funding
Technology Service Delivery / Operational

Safeguarding
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