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1. Purpose/Executive Summary

1.1 The Highland Pension Fund’s (HPF) Risk Management Policy and Strategy was approved 
by the Pensions Committee in February 2025 and the most recent update provided on the 
risk register was in June 2026. 

1.2 The key risks from the risk register and information on how these risks are being 
managed as at 31 August 2026 are included in this report (Appendix 1). 

2. Recommendations

2.1 The Committee is invited: 
i. to note the updated risk register extract (Appendix 1)
ii. to consider whether any additional risks need to be added to the register.

3. Implications

3.1 There are resource implications as processes should be in place to ensure that there are 
adequate resources in place to support a robust risk management and internal control 
framework as part of good governance for the HPF.  

3.2 In terms of legal implications, the governance of the HPF must comply with all Local 
Government Pension Scheme (LGPS) legislation and regulations and The Pensions 
Regulator (TPR) requirements, or the HPF could be non-compliant and in breach of TPR 
requirements. 



3.3 The risk management framework, which is an integral part of governance, is described in 
this report and risk management is embedded across all aspects of the HPF.  
 

3.4 There are no Health and Safety (risks arising from changes to plant, equipment, or 
people) or Gaelic implications arising as a direct result of this report. 
 

4. Impacts 
 

4.1 In Highland, all policies, strategies or service changes are subject to an integrated 
screening for impact for Equalities, Poverty and Human Rights, Children’s Rights and 
Wellbeing, Climate Change, Islands and Mainland Rural Communities, and Data 
Protection.  Where identified as required, a full impact assessment will be undertaken.  
 

4.2 Considering impacts is a core part of the decision-making process and needs to inform 
the decision-making process.  When taking any decision, Members must give due regard 
to the findings of any assessment. 
 

4.3 This is a monitoring and update report and therefore an impact assessment is not 
required. 
 

5. Risk Register 
 

5.1 In March 2024, TPR published a revised General Code of Practice (GCoP) which sets out 
risk management requirements for pension funds.  
 
https://www.thepensionsregulator.gov.uk/en/public-service-pension-schemes/scheme-
management/internal-controls-and-managing-risks  
 
Funds must complete risk assessments by identifying, evaluating and recording risks; and 
documenting and reviewing internal controls. TPR requires that each fund has internal 
controls and processes in place for managing risks. The administering authority must 
have in place appropriate internal controls, ensuring the scheme is run in accordance with 
the law and that all those responsible for the administration of the scheme are aware of 
and adhere to the controls in place. The administering authority should also have a 
process for reporting on these controls. The Highland Council is the administering 
authority of the HPF. 
  

5.2 The HPF risk management process complies with the above TPR requirements above. 
 

5.3 HPF’s risk register was drafted by identifying the key objectives of the HPF and risks that 
would prevent these objectives being achieved.  The next step was to score the risks 
depending on the impact and likelihood of the risk. Where the overall risk score is higher 
than the risk tolerance score a review was completed to identify controls to implement to 
manage these risks. The risk register was then circulated to the relevant officers for 
comment.  
 

https://www.thepensionsregulator.gov.uk/en/public-service-pension-schemes/scheme-management/internal-controls-and-managing-risks
https://www.thepensionsregulator.gov.uk/en/public-service-pension-schemes/scheme-management/internal-controls-and-managing-risks


5.4 In order to manage risk on an ongoing basis, the risk register is regularly reviewed, and 
risks are added as required. Review of the risks is completed at the regular meetings 
between the Pensions Administration team and the Pensions Investments and Accounting 
team. Any red and amber risks on the risk register, and action being taken to manage and 
address these risks, will be reported to the Pensions Committee on a regular basis.  
Members also have the opportunity to highlight any risks that they consider should be 
added to the risk register. 
 

6. Review of Current Highland Pension Fund Risks 
 

6.1 As of 31 August 2026, there were 13 risks which were identified on the HPF risk register 
as being the most significant for the HPF. The extract from the risk register is at Appendix 
1.   
 

6.2 The risk regarding staffing (1. Staffing) highlights the potential regulatory impact of under-
resourcing as well as the stakeholders who would be impacted. The impact of significant 
changes in pensions legislation, as well as investment changes planned by the HPF, are 
also factored into this risk on staff resources. This risk continues to be managed, and 
following approval of the 2026/27 budget additional staff joined the team to support 
workload clearance. 
 

6.3 Another key risk is inflation (10. Funding risk (rising inflation). Inflation has increased and 
is currently 3.1% (August 2026); higher than the Bank of England target of 2%, and 
forecast to rise due to higher energy prices linked to global market disruptions. High levels 
of inflation would increase pension liabilities as these are inflation linked, with a potential 
increase to employer contributions. High inflation rates could also impact the market value 
of certain asset classes positively or negatively. As part of the 2023 triennial actuarial 
valuation completed by the HPF’s Actuary, assumptions about future inflation and its 
potential impact on liabilities and employer rates, as well as on investment returns. were 
considered and changes have been made to the investment allocation to manage this 
risk. This risk will also be considered as part of the ongoing 2026 triennial actuarial 
valuation. 
 

6.4 A further key risk is that increased volumes and workloads due to scheme complexity and 
other causes may increase complaints (4. Scheme Administration). Officers are taking 
immediate action to address this risk with additional staff recruited to the team to clear 
cases in preparation for the launch of the Pensions Dashboard.  

 
6.5 The residual risk status for 11 risks is green as due to mitigating controls, these risks are 

being actively managed.  
 

6.6 The following 2 risks are rated amber for the reasons outlined below: 

• Risk 7 (7. systems failure/loss of IT/data breach) has been rated amber as the risk 
score was significantly high due to the major impact of this risk.  

 



• Risk 3 (3. Government policy and legislation) rating has been amended from green to 
amber. The risk score has been increased due to increased likelihood of potential 
change which could impact HPF in view of developments as reported in agenda item 
4, section 8 Scottish LGPS developments. 
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