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What do we mean by “risk”?

“the uncertainty surrounding events and their outcomes that may
have a significant impact, either enhancing or inhibiting any area of a
charity’s operations” — Charity Commission

Risk has become a huge focus for regulators and funders following
significant “shocks” — credit crunch, political turmoil, pandemic.

Uncertainty may deliver positive outcomes too!

Charities cannot avoid risk entirely. There is risk associated with all

activiti — it must be manaied.



Managing Risk — A Trustee’s Guide

Risk Management Cycle

Risk management is an iterative
process.

The level of detail will depend on the
size of the organisation but this should
be the basic approach for all charities.
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Identifying risks: What risks are charities exposed to?

* Failure to secure funding

* Conflicts of interest

* Theft of charity resources

* Reputational damage

* Environmental factors (power cuts, flood, fire etc)
* Resignation of key people

Every charity will have a unique risk profile

This step is important — canvass opinion from across the charity
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Assessing risks: What are your charity’s
key risks?

(Catastrophic 5
A typical approach (as per CC26)isto w5 : ---

score risks by impact and likelihood.

Moderate 3

Impact

Minor 2 8 10 12

Key risks score highly on both.

Insignificant 1 2 3
Though need to be aware of all high : 2 3 4 5
impact I’iSkS, however remote Remote Unlikely Possible Probable Highly

Probable
Likelihood
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Responding to risks: What options do charities have?

* Retain (accept the risk as a fact of carrying out activities)
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Responding to risks: What options do charities have?

* Retain
e Reduce (set up reserves, put controls in place)
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Responding to risks: What options do charities have?

 Retain

* Reduce
 Remove (if project is too risky, could abandon entirely)
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Responding to risks: What options do charities have?

* Retain

* Reduce

* Remove

» Share (take out insurance, hire third party, joint projects)
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Responding to risks: What options do charities have?

* Retain
 Reduce
* Remove
* Share

Any risk mitigating actions should be proportionate — need to consider
the costs of mitigation as well as the reduction in risk.
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Monitoring risks: What should charities do?

* Log risksin a central register so all trustees are aware

* Any new projects should be properly risk assessed
e Any significant change to the charity should be reviewed for risk

* Any risk “events” should be fed back into the risk management

process
* Trustees should regularly review the risks (annually)

Risk management is not a one-off exercise but should be monitored and
assessed regularly!
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Real-life examples

Our first risk management cycle highlighted the following risks:
* Key workers with no notice period (could leave immediately!)

* Only one person in the organisation understood the financials (this is
a key person dependency)
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There are legal obligations for trustees to consider, which vary
depending on the size and structure of your charity.

Many charity funders are keen that charities adopt proper risk
management.

It is important for trustees to (1) understand the risks their charity faces,

(2) be aware of any mitigations put in place and be comfortable they are
appropriate, and (3) ensure risks are regularly monitored and reviewed.
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Resources

Charity Commission paper CC26:
https://www.gov.uk/government/publications/charities-and-risk-
management-cc26/charities-and-risk-management-cc26

NCVO guide:

https://www.ncvo.org.uk/help-and-
guidance/governance/responsibilities-for-boards/helping-your-board-
meet-their-responsibilities/how-to-manage-risk/

My email:
rob@infocusedu.co.uk
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