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Board
25th March 2009
Risk Management
PF 1321 
Item No. 7

Purpose and summary
The plan to address further developments in risk control practice is a part of the overall risk management framework. Risk Management is a matter reserved for Board and LPFA’s approach to risk management should be reviewed by the Board annually. 

Key issues 
· Audit Committee have agreed a risk management structure which starts with the Board annual risk session and continues throughout the year with Committee monitoring progress/developments.
· Corporate Management Team (CMT) have considered new risks flowing from the strategy for 2009-10 and re-assed/updated risks contained in the Corporate Risk Register. (Annex 1).  In addition any risks identified in Committee terms of reference have been incorporated.
· The loss of a major contract was not something LPFA had adequate control measures for. This has been recognised and addressed during the CMT review of the Corporate Risk Register.
· Audit Committee will continue to monitor the action points in the Corporate Risk Register
· Team risk sessions and embedding risk awareness continues and an internal audit or Risk Management In Practice has been planned for 2010-11.
Recommendation:
[1]
Members are asked to reaffirm the Risk Appetite Statement and the 
structure of risk management at LPFA.
[2]
Members are asked to approve the revised Corporate Risk Register and 
action points to be monitored by Audit Committee.
Report date: 17th March 2009
Lead Officer: Greg Smith
Compliance checks
	Governance issues:
Risk management contributes to a sound system of internal control and ensures compliance with the Accounts and Audit Regulations.
It should be Board driven but also involve all levels of the organisation. Action plans are monitored by Audit Committee as per their terms of reference.
	Equalities impact: 
Failure to comply with equalities legislation and best practice is implicit in the report.
Any communication on risk management will also be in various forms to facilitate understanding by all staff.

	Financial implications:
Financial risks are implicit in the report and additional actions were included following the Annual Governance Report 2007-8.
	Social, environmental, health and ethical issues:
Compliance with SRI best practice is detailed in the full Corporate Risk Register.


	Legal implications:
Compliance with Regulations (above). Other legal risks are implicit in the report.
	Communication issues: 
Regular risk management reports and dates of team workshops are advertised to staff via LPFA News.
Other stakeholders are aware of LPFA’s risk management drive via the Governance Report of the Annual Report and Accounts.

	Risk implications:
Implicit in this report
	Other relevant / supporting documentation:
Annex 1:
Corporate Risk Register



Freedom of Information Act 2000 ~ LPFA Publication Scheme
This document appears in the Publication Scheme under:
	PUBLIC
	Category:
LPFA Objectives and Performance
Class:
Performance
Topic:
Risk Management



1.
Background

The risk management policy of the LPFA is to adopt best practice in the identification, evaluation and control of risks to ensure that they are eliminated or reduced to an acceptable level.  This ensures the Authority better achieves its corporate objectives and enhances the value of services it provides to its stakeholders.

The Audit Commission emphasises that the risk management process should be Board driven and updated at least annually as part of best practice. Risk management has been deemed a matter reserved for the Board under the new governance arrangements. 
2.
Risk Management Cycle
At the risk management sessions held in 2008 it was decided that Board would hold a risk management session annually and therefore have an opportunity to identify risks and drive the process.

Corporate Management Team are involved by reviewing the Corporate Risk Register regularly and implementing the action points contained.

Audit Committee receive the full Corporate Risk Register at each committee with an exception report at the front highlighting any control measures that have failed to be implemented within the set timescales. 

Audit Committee are also tasked with providing recommendations to changes to risk management – either the risk appetite statement, the structure, or the risk areas which need consideration.
The cycle:

· February: Audit Committee to review risk management and to recommend changes to Board in March
· March: Management update the Corporate Risk Register to take into account any risks flowing from the strategic objective deliverables, and any other risks which would have an adverse impact on the organisation as a whole. Existing risks are also re-assessed. This is reported to Board at the end of March.
· June/September: Audit Committee receive the full Corporate Risk Register to ensure the planned actions/control measures are being adequately implemented. 
In addition to the above, and on an annual basis, risks identified in the Corporate Risk Register will be divided up and considered by the appropriate Committee. The risks to be considered will reflect Committee Terms of Reference.

3. 
Risk Management Structure


The risk structure at LPFA can be seen as a combination of a top-down and a bottom-up approach. Risk management is a Board responsibility with Board setting and reviewing LPFA’s risk appetite statement on an annual basis. 

The Corporate Risk Register tool enables organisational wide risks to be identified, evaluated and the likelihood/impact of the risk mitigated via a series of control measures. Input is a convergence of influence from Board, senior officers and staff and planned actions are monitored by Audit Committee.

The bottom-up process promotes risk identification at all levels through the creation of Team Risk Registers. Teams also receive regular updates on the process via staff newsletters and all staff participate in annual risk identification sessions at team meetings. Following staff input additional controls have been implemented relating to data protection for example.

Risk identification is also a key aspect of team business planning and all teams must assess their core deliverables in terms of risk.

Any risks identified during the team risk sessions which have wider implications and are deemed serious enough are promoted to the Corporate Risk Register. Additional control measures are put in place and are monitored by Audit Committee. 

In addition to the above risk identification takes place during:

Projects: Following the PRINCE2 methodology 
Strategy Statement Programmes and business planning cycle

Governance checklist process on all Board/Committee reports.

Risks identified by these methods are extracted and added to the most appropriate risk register.
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The Corporate Risk Register (Annex 1) has been reformatted to make it a more user friendly document. It has been ordered to reflect the risks associated with the three main pillars of the organisation, namely Investments, Pension Operations and Support Services. 
The Corporate Risk Register is a comprehensive list of key risks facing the organisation. To assist Members the “Top Risks” are highlighted in red on the front cover.

Other recent improvements include:
· A more detailed scoring system than simply evaluating risks using high, medium, low.
· Separating out actions to be taken from those control measures already in place
· Two stages of risk evaluation to make risk mitigation easier to analyse, i.e an initial assessment taking into account the control measures already in place, and then an expected assessment taking into account the actions which will be taken to further mitigate the likelihood/impact.
· The two stage assessment approach helps highlight the fact that certain risks will always remain high. Consideration is given to these at each Audit Committee and senior management review session. Where it is felt that a risk cannot be further mitigated a date is set for its review.
4.
Recommendations from Audit Committee for 2009-10

On 10th February 2009 Audit Committee confirmed they were satisfied with the current risk management framework, however they suggested risk areas which Board should consider on 25th March 2009. These areas also match those highlighted as potential risks during recent discussions on risk management at Performance and Administration Committee and Investment Committee;
Governance Risks: 
Do Board Members have the knowledge and understanding required 
to discharge their functions?

Investment Risks:
Lessons learnt from current financial crisis

Class action involvement and reputation
Administration:
Impact of loss of major contract

Data Handling:
Procedures in place when transferring data outside the organisation
Valuation:
New actuary for non-investment actuarial services


Corporate Management Team (CMT) have considered action plans linked to these risks. In addition, the 5 programmes for 2009-10 which make up LPFA’s strategy have been scoped and Project Initiation Documents developed. This includes identification of risks associated with the programmes and these have been included on the most appropriate risk register.


The updated Corporate Risk Register can be viewed at Annex 1.

5.
Audit reporting and risk.

Internal Audit reports now make reference to and link their audit reports to the corresponding risk within the register Corporate Risk Register. This will ensure audit investigations are being directed towards high risk areas.
6.
Risk Appetite Statement.
“As an appointed body responsible for the proper and prudent management of public monies, and the administration of a public sector pension scheme, the LPFA:

· is risk averse in terms of ensuring legal compliance, eradicating all forms of unfair discrimination, maintaining financial integrity and achieving effective delivery of operations; and

· has a greater appetite, in a controlled environment,  for risk when pursuing new business development and attempting to maximise investment returns, having regard to those who meet the cost of pensions.”

LPFA’s risk appetite statement was last review by Audit Committee members during the special risk sessions in Summer 2008.







































PAGE  
Page 6 of 6

