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What is “Risk Management”?

· Risk management is both:

· A process of managing an organisation’s exposure to liabilities, preventing them, or providing for funds to meet the liability if it occurs; and

· A tool used by organisations to find an appropriate balance between taking inappropriate risks that lead to misfortune, and avoiding risks to the extent that nothing is ever achieved.
· Risk management provides the basis for “legal compliance”, but is different from legal compliance in a number of respects:
	Legal Compliance
	Risk Management

	Is concerned with preventing breaches of the law, and exposure to fines and penalties
	Is concerned with preventing exposure to liabilities in a broader sense

	Seeks to eliminate risk of non-compliance with the law
	Seeks to manage risk through a variety of strategies –reducing, transferring or retaining risk 

	Non-compliance with law is to be prevented regardless of the cost
	Other risk control strategies can be subjected to a cost/benefit analysis

	Benchmark for compliance is set by the law
	Benchmark for standard of risk management is set by the organisation


· Australia has a formal standard for risk management applicable to profit-making and not-for-profit organisations AS/NZ 4360:2004.
· The risk management steps described in this workbook are adapted from AS/NZ 4360:2004.
Step 1:  Establishing the context


Step 2:  Identifying key risks
Based on the risk environment described above, we can put together a list of key risks for SRE Boards.  These risks can be grouped into three types: “relationship” (risks arising from stakeholder interactions), “operational” (management risks) and “legal” (compliance risks).

In Steps 3 & 4, we will analyse the risks in terms of their likelihood and impact on a Board’s activities, and from there derive a “risk rating” for each risk.
	No
	Risk
	Risk Type
	Risk Rating
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Steps 3 & 4:  Analysing/evaluating key risks
	Impact
	Likelihood
	Indicators

	
	1. Very unlikely
	2. Possible
	3. Probable
	4. Likely
	5. Almost certain
	

	5. Catastrophic
	High

	High

	High
	Very High
	Very High
	Significant impact to all/most of donor base
Affects viability of program at multiple schools
Metropolitan media attention
Financial impact greater that $25K

	4. Major
	Med

	Med

	High
	High
	Very High
	Significant impact to parts of donor base
Affects viability of program at one school
Sustained local media attention 
Financial impact $10-$25K

	3. Moderate
	Med
	Med

	High
	High
	High
	Some impact to parts of donor base
Some impact to staff at one or both schools
Local media attention
Financial impact  $5K-10K

	2. Minor
	Low

	Low
	Med
	Med

	High
	Impacts small part of donor base
Some impact to staff at one school
No media attention
Financial impact $1K-$5K

	1. Insignificant
	Low
	Low
	Low

	Med
	Med

	Minimal impact to donor base
Minimal impact to staff
No media attention
Financial impact less than $1K

	Indicators
	Event is likely
 to occur every
5-10 years
	Event is likely
 to occur every
3-5 years
	Event is likely
 to occur every
2-3 years
	Event is likely
 to occur every
1-2 years
	Event is almost certain to occur every year
	


Step 5:  Managing key risks
	No
	Risk
	Strategy

Choose one or more of:
· Eliminate the risk
· Reduce the risk
· Transfer the risk
· Retain the risk and manage the consequences

	1 
	
	

	2 
	
	

	3 
	
	

	4 
	
	

	5 
	
	

	6 
	
	

	7 
	
	

	8 
	
	

	9 
	
	

	10 
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Step 6:  Implementation
	Person
	Name 
	Contact details

	CHAIRMAN
	
	

	VICE-CHAIRMAN
	
	

	SECRETARY
	
	

	TREASURER
	
	

	TEACHER(S)
	
	

	SCHOOL PRINCIPAL(S)
	
	

	GENR8 MINISTRIES
	
	

	INSURERS
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