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Outcome(s) of today

 Refresh on risk and approach

 Define what is Council’s appetite for risk
» We are likely to need to amend the current policy

» Agree next steps




Agenda

» Re cap or overview of risk
= 'What is “Risk”
= Consider parts of your policy

« Develop a updated Consequences/Impact table

- What is Council’s appetite for risk
= Consider process to “set” an appetite
> In groups consider 5 areas of Council
= Report back

- Discussion and agree next steps



Definitions of risk management

» Risk— effect of uncertainty on objectives
The effect is a deviation from the expected.

= It can be positive negative or both

= Objectives can have different aspects categories
and can be applied at different levels

= Risk is a usually expressed in terms of risk

sources, potential events, their consequences and
their likelihood

As per AS/NZS ISO 31000:2018 Risk management — Principles and guidelines



Definitions of risk management

- Risk Management- coordinated activities to
direct and control an organisation with regard to
risk.

- Risk management process— systematic
application of management policies, procedures
and practices to activities of communicating,
consulting, establishing the context, and
identifying, analysing, evaluating, treating,
monitoring and reviewing risks.



What is risk?

g

Likelihood X Severity or
Consequences/Impact




Definition of likelihood

10.1. Likelihood

Freguency Score
Rare May only occur in exceptional circumstances 1
Unlikely Could occur - only very occasionally 2
Possible Might occur from time to time 3
Likely Will probably occur often 4
Almost certain Is expected to occur in almost all circumstances 5




Consequences or impact
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Risk Assessment Matrix

10.4. Risk Matrix

Insignificant Minor Moderate Major Catastrophic
Rare 1 2 3 4 5
Unlikely 2 4 [ B 10
Possible 3 6 9
Likely 4 B 12
el :

10.5. Risk Level

LOW

MEDIUM

. HIGH



Risk Management Process

Establishing the context
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Possible amendments

- Current policy only has two areas of impact or
consequences
= Council
s District
 There are normally a number including:
1. People & Capability
2. Financial
3. Infrastructure/service delivery
4. Governance/relationships
5. Regulatory



Your first mission

- Develop a proposed consequences table
- Agree areas to be considered
and

» The different considerations for
o Low
= Minor
= Moderate
= Major
= Catastrophic

= Note there are three examples to use



What is risk appetite?

While a Local Government organisation has a fiduciary duty to be risk
averse, it must still remain attuned to the internal and external context
it operates under.

Risk Appetite is defined as “the amount and type of risk that an
organisation is willing to take in order to meet its strategic objectives”.

The risk appetite of an organisation is influenced by the risk context
that it operates under.

As this context changes over time, so will the risk appetite.



What is risk appetite?

» Can influence level(s) of treatment
» Avoid or
* Reduce Risk and/or
 Transfer/Share Risk and/or
 Accept/Retain Risk

* Who sets this appetite?

» Audit and Risk Committee makes
recommendations to Council on setting the risk
appetite.



Establishing risk appetite

The Council’s existing risk
profile

How much risk the can
support in archiving its
objectives (Risk capacity)

How much variation the
Council accepts in
achieving its objectives
(Risk tolerance)

Risk Appetite —
how much risk the
Council is
prepared to accept
on achieving its
objectives

Attitudes within the Council
towards growth, risk and
return (Risk attitude)




Council’s consequences are linked
to Council’s appetite for risk
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Today’s mission

In groups using the worksheet
Your collective view on
« Risk capacity
o Risk tolerance
o Risk attitude

To arrive at your assessment to Council’s Risk Appetite -
Consider using

« Low or Averse

e Medium or Balanced

« High or Tolerant

And most importantly your rationale




General discussion and
next steps
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