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. Infroduction

Why risk management is important:

The Environment Agency Pension Fund (EAPF) is responsible for providing pensions for
c40,000 members, now and in the future. Operating a pension fund is complex, with
numerous internal and external factors that could impact our ability to deliver against our
objectives. The complexity and breadth of risks that the Fund faces is extensive, it is
however possible to identify key risks and categorise them, including (but noft limited to):

»  Financial

» Information
=  lLegal

=  Operational
. Reputational
=  Security

= Sirategic

= Technology

For all categories, specific high-level risks are identified and managed.

The Framework we follow:

The overarching risk management framework for the EAPF is the Environment Agency’s
Risk Management Framework and the associated Risk Management Operational
Instruction.

We also take into account regulatory requirements specific to the Pension Fund outlined
by the Pensions Regulator in its Code of Practice.

Purpose of the Policy:

The Environment Agency Pension Fund (‘the Fund’) is committed to promoting excellence
in risk management across both the Active and Closed Funds; embedding it in all
decision making and sharing best practice.

Scope:

This policy is developed within the Environment Agency (EA) Risk Management
Framework and its processes, standards and procedures; this supports the Framework’s
overall aim - to enable risks and issues to be managed effectively and consistently at all
levels of the organisation, with the vision to:

o Adopt asingle framework to manage risk and issues consistently across the
organisation.

o Inftegrate risk management intfo every decision to anticipate potential threats and
identify opportunities.

o Foster a culture of accountability and transparency, empowering all staff to manage
risks effectively.

o Mature our risk management approach by learning, continuously improving and
understanding why risks have materialised.

o Meet industry standards and adopt best practice through active engagement with
other Government departments.

o The policy will take account of the above but in relation to risks that are specific to
the Pension Fund.



Environment Agency
Pension Fund

e Objectives:

o

This policy will help us infegrate the Risk Management Framework into the team for
our day-to-day operations.

It provides a Fund specific framework for risk identification, analysis, assessment,
management, and reporting, and to minimise the cost of risk.

It outlines our approach for stakeholders and provides reassurance of our
management of risk.

It enables consistent reporting and integration of Pension Fund specific risks into wider
EA reporting.

2. Governance and Oversight

We must ensure robust Governance and Oversight of our risk management, and our
approach is described below:

¢ Roles and Responsibilities:

@)
©)

Chief Pensions Officer —is the Risk Owner for all risks on the EAPF Risk Register.

Team managers — are Risk Managers for risks most relevant to their feam and are
accountable for the management and conftrol of risks assigned to them.

Team managers identify and apply mitigations to address risks. Some will be
embedded in tfeam practices (i.e. business as usual mitigations), further mitigating
actions will often need to be identified to manage outstanding risk.

Head of Governance - is responsible for ensuring that the process of risk
management is compliant and robust.

Business Planning and Contracts Manager — manages the risk process for the Pension
Team.

Pensions Committee - understand and monitor risk as part of Pension Fund
Governance.

Pension Board — annual review of risk management.

Independent oversight is achieved through our Governance and Risk provider.

EA Internal Audit receive the EAPF Risk Register as part of their annual audit in relation
to the EAPF Annual Report and Financial Statements.

The Governance team will keep the wider EAPF Team updated on training relating to
the EA Risk Management Framework.

3. Risk Management Processes

¢ Risk Identification:

o

In the last quarter of each financial year, the EAPF Team identifies it's workstreams
(the Objectives) for the coming financial year within the EAPF Business Plan which is
delivered and agreed at the March Pensions Committee meeting.

The Governance team works with the EAPF teams to identify any risks which may
impact on the Objectives.

Risks can be identified at any time, so this is an iterative process, sources to help
identify risk are:

= Officers and management team
=  Pensions Committee

= Environment Agency

= External providers
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Risk Description:

Once arrisk is identified, the Risk Manager will describe the risk in line with the EA Risk
Management Operational Instruction.

Risk Assessment:

Risks are assessed based on the likelihood of occurrence and the impact if they do occur.
To help ensure a standard scoring approach is adopted, the Risk Manager works with the
Governance team to support their judgement of the appropriate score to ensure
effective comparison, prioritisation, and resource allocation.

Each risk is assigned:

o Risk proximity - the timeframe in which the risk is expected to materialise and could
cause an impact to the Pension Fund/Environment Agency.

o Risk appetite - the level of risk at which risk owners and their managers aim o
operate. The EA has set this at ‘Cautious’, which EAPF have adopted and will review
during 2025/26.

Risk Response

The Current overall score is compared to the risk appetite and the risk is managed
through applying identified mitigations o manage the risk to a point where it is within the
risk appetite.

However, EAPF consider that even risks Within Appetite may require and/or benefit from
mitigations to confrol and/or reduce the risk and the Risk Manager will put mitigations in
place where appropriate.

Risk escalation

Risk escalation will be in line with the EA Risk Management Framework where risks should
be escalated for one of two reasons:

. Oversight — a more senior level is given visibility of the risk but it will continue to be
monitored and managed by the Fund.

. Escalate — when all mitigating actions within the current risk owner’s control have been
exhausted. The risk is moved to a more senior level for monitoring and management.

. Risk Monitoring — at EAPF Team level
Risks are monitored on an ongoing basis:

o Day-to-day monitoring — Monitoring risk management is fully infegrated into the day-
to-day operations of the officers and our service providers.

o Quarterly reviews — the Governance team conduct a review of risks with the Risk
Managers on a quarterly basis with oversight by the Pensions Committee no less than
every 3 months.

o Annual reviews — the Governance team will conduct a deep-dive review of risks with
the risk managers to assess the effectiveness of controls throughout the year and how
the risk has been managed over time.
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5. Success measures

We have identified the following as a measure of whether the aims of the policy are
being delivered:

This policy will help us integrate the Risk Management Framework into the Team for our
day-to-day operations.

Risks are reviewed at regular intervals (minimum quarterly).

Dynamic risk management is evidenced by identification of new risks outside of the
review cycle.

It provides a Fund specific framework for risk identification, analysis, assessment,
management, and reporting, and to minimise the cost of risk.
Risk reporting is complete, timely, and aligned with internal protocols.

It outlines our approach for stakeholders and provides reassurance of our management
of risk.
Stakeholders report confidence in risk conftrols in feedback.

It enables consistent reporting and integration of Pension Fund specific risks into wider
EA reporting.

All Pension Fund risk data is submitted in the format and timeframe required for
integration into EA-wide reports.

6. Reporting Structure

Risk is reported as follows:

o Risk management and discussion of risk registers is a standing item on both the
Pensions Committee and Investment Oversight Group agenda.

o Areview of risk management is reported to the Pension Board annually.
Deep dives into specific risks will be presented at either Pension Committee,
Investment Oversight Group or Benefits Working Group meetings on at least two
occasions a year.

7. Communication
The Governance team will work closely with the EA’s Risk and Assurance feam to ensure
that the Pension Funds approach to risk is both compliant and efficient.

EAPF will provide updates on our security risks and proposed mitigating actions to the
Corporate Security Board quarterly.

8. Review

This policy will be reviewed on a Biennial basis.

Version Reason for change Approved

This is a revised version to account for the new EA Risk 25 June 2025
1 Management Framework. PC
Minor amendments noted at the Pensions Committee
meeting are incorporated.
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