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Outcome(s) of today

• Refresh on last workshop and outcomes

• Proposed amendments the current policy

• Consider potential options insurance 
impacts/options

• Agree next steps



Issues identified with policy/framework

• Consequences needs to be updated

• Current risk assessment matrix and only three 
levels of risk

• Need reporting a framework

• Need to consider appetite within policy



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



What is risk? 

Likelihood X Severity or 
Consequences/Impact
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Definition of likelihood – 
no issues



Consider proposed consequences
  Low Minor Moderate Major Catastrophic 

  1 2 3 4 5 

People & 
Capability 

Skills & capacity Temporary gaps Reprioritisation 
required 

External resources 
required Poor culture Significant 

resignations 

Health, safety & 
wellbeing Near miss Minor injury  

(onsite first aid) Lost time injury Multiple lost time 
injuries 

Serious harm or 
death 

Financial Losses & debt Loss < $54k 
(0.5% of rates) 

Loss < $108k 
(1% of rates) Loss < $500k 

Debt headroom is 
consumed 

($15 million) 

Borrowing capacity 
is exceeded 

Infrastructure & 
service delivery 

Critical Planned temporary 
shutdown 

Unplanned 
temporary 
shutdown  

(no impact on KPI’s) 

Negative impact  
on KPI’s 

Significant 
disruption 
(e.g. BWN,  

road close > 1wk) 

Network failure  
> 1 day 

Non-critical Loss of service  
< 1 week 

Loss of service 
1 week to  
3 months 

Loss of service 
3-12 months 

Long-term loss of 
service or asset 

> 1 year 

Permanent loss of 
multiple services or 

assets 

Governance & 
relationships 

Govt, 
community, 
and elected 

members 

Isolated 
disagreements 

Lack of engagement 

Ongoing 
disagreements 

Isolated Code of 
Conduct issue 

Fractured 
relationships 

Ongoing Code of 
Conduct issues 

Loss of community 
trust 

 
Crown intervention 

Commissioner 
intervention 

Regulatory & 
Legal 

Legal 
challenges & 

legislative 
compliance 

Complaints 
Disputes Tribunal 

issues 

RMA or 
Environment Court 

challenge 
 

Ombudsman 
complaint 

Minor court 
enforcement 

Prosecution or legal 
decision challenge 
Unfavourable OAG 

inquiry 
Ongoing adverse 

Audit opinions 

High Court 
overturns Council 

decision 
 

Significant 
compliance findings 

Adverse opinion 
under S46 of the 

Local Govt Act 
 

Fining of Officers 

 



Current Risk Assessment Matrix



Option 1 Possible allocation



Option 2 Possible allocation



Risk hierarchy
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Strategic and Planning 
Risks

• Strategic & planning risk
• Asset management planning risks
• Service level risks
• Natural event and environmental risks

Management Risk
• Systems / information risks
• People risks
• Financial risks

Delivery Risks
• Procurement risks
• Project management risks
• Contract management risks
• Communication risks

Physical  Risks • Risks common to all assets
• Risks associated with specific asset types

Types of risks



Option for management action

What level and types of risks should 
be reported to Council/committees?



The Council’s existing risk 
profile

How much risk the can 
support in achieving its 

objectives (Risk capacity)

How much variation the 
Council accepts in 

achieving its objectives 
(Risk tolerance)

Attitudes within the Council 
towards growth, risk and 

return (Risk attitude)

Risk Appetite – 
how much risk the 

Council is 
prepared to accept 

on achieving its 
objectives

Establishing 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.



3 or 5 levels of appetite 
1. Low or Averse
2. Medium or Balanced
3. High or Tolerant
Or
1. Averse risk 
2. Conservative risk 
3. Measured risk 
4. Justified risk 
5. Open risk 



Rating Philosophy Tolerance for 
uncertainty

Choice Trade off

Overall approach Willingness to accept 
uncertainty outcomes 
or variation

Willingness to select an 
option that puts the 
objectives at risk

Willingness to trade off 
against achievement of 
other objectives

5 Open risk 
appetite

Will take justified 
risks to harness 
opportunities

Fully anticipated Will choose option(s) 
with highest return; 
accepting possibility of 
failure

Willing

4 Justified risk 
appetite

 

Will take strongly 
justified risks

Expected Will choose to put at 
risk, but will manage 
impact

Willing under right 
conditions

3 Measured  
risk appetite

Preference for 
delivery expected 
outcome

Limited Will accept if limited 
and heavily 
outweighed by benefits

Prefer to avoid

2 Conservative 
risk appetite

Extremely 
conservative

Low Will accept only if 
essential, and limited 
possibility/extent 
failure

With extreme 
reluctance

1 Averse risk 
appetite

Avoidance of risk is 
a core objective

Extremely low Will always select the 
lowest risk option

Never

5 Levels of appetite statements 



Overall appetite statement
• What is your statement and how does impact of 

your operations?



Example of insurance levels treatment 
Treat Transfer Tolerate Terminate

Earthquake 
strengthening

Use of insurance 
broker with 
Masterton

Insurance 
headroom

Asset disposal

Critical asset 
maintenance and 
renewals

International 
market
insurance

Balance sheet 
capacity

Retreat

Route resilience 
work

Re-insurance Potential additional 
Central
Government 
funding

Non-reinstatement

Central 
Government
funding

Un-insurance



General discussion and 
next steps
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