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INTERPRETATIONS
	NR
	DESCRIPTION
	MEANING

	1
	RISK
	An unwanted outcome, actual or potential, to the municipality’s service delivery and other performance objectives, caused by the presence of risk factor(s).  Some risk factor(s)  also present upside potential, which management must be aware of and be prepared to exploit.  This definition of “risk” also encompasses such opportunities



	2
	RISK  FACTOR
	Any threat or event which creates, or has the potential to create a risk

	3
	RISK  APPETITE
	The amount of residual risk that the municipality is willing to accept

	4
	RISK  TOLERANCE
	The amount of risk the institution is capable of bearing (as opposed to the amount of risk it is willing to bear)



	5
	RISK  OWNER
	The person accountable for managing a particular risk

	6
	INHERENT
RISK
	The exposure arising from risk factors in the absence of deliberate management intervention(s) to exercise control over such factors



	7
	RESIDUAL 
RISK
	The remaining exposure after the mitigating effects of deliberate management intervention(s) to control such exposure (the remaining risk after Management has put in place measures to control the inherent risk)



	8
	INTERNAL AUDITING
	An independent objective assurance and consulting activity designed to add value and improve the municipality’s operations.  It helps the municipality to accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance processes




1.
INTRODUCTION

The aim of this policy is to explain the municipality’s fundamental approach to risk and risk management.  

Risk and Risk management can be defined as:

Risk 

Risk is any uncertain future events that could influence the achievement of the objectives of the municipality. Risk is often expressed in terms of a combination of the consequences of an event (including changes in circumstances) and the associated likelihood of occurrence.

Risk Management

Risk management is a systematic process to identify, evaluate and address risks on a continuous basis before such risks can impact negatively on the municipality's service delivery capacity.

Risk Management is recognised as an integral part of responsible management and the municipality therefore adopted a comprehensive approach to the management of risk. 

Risk Management in Lesedi is a continuous and developing process which runs throughout the municipality.   Risk Management  addresses all the risks surrounding the municipality’s present and future activities that is integrated into the culture of the municipality. 

The management of risk is essential with the implementation of the municipal strategic  objectives, depending on the ability to take calculated risks in a manner that does not jeopardize the direct interest of stakeholders. The sound management of risk  enables Lesedi to anticipate and respond to changes in the municipal environment, and to make informed decisions under conditions of uncertainty.

2.
OBJECTIVE AND COMMITMENT
The Accounting Officer has committed Lesedi Local Municipality to implement an effective, efficient and transparent system of risk management that is aligned to the principles of good corporate governance, as supported by section 62(1)(c)(i) and 95 of the Municipal Finance Management Act (MFMA), (Act no 56 of 2003).

The objective of this Risk Management policy is: 

2.1
To ensure that the risks facing the municipality are appropriately managed; 

2.2
To improve on the municipal performance and decision making; 

2.3
To ensure that a consistent approach to the identification, assessment and management of risks is embedded throughout the municipality.

2.4
To ensure that all employees take responsibility for the cost effective management of risk in all aspects.

3.
ROLES AND RESPONSIBILITIES

The following roles and responsibilities exist for the implementation of effective risk management:
3.1
The Municipal Manager is accountable for the municipality’s overall governance of risk.

3.2
The Audit Committee is responsible for providing an independent and objective view of the municipality’s risk management effectiveness.

3.3
The  Risk Management Committee (Senior Management Team) has an overall responsibility for overseeing the risk management processes within the municipality.

3.4
The Accounting Officer ensures his/her specialist expertise to assist the municipality to embed risk management and leverage its benefits to enhance performance.

3.5
The Management of Lesedi Local Municipality is responsible for executing their responsibilities outlined in the risk management strategy and for integrating risk management  into the operational routines.

3.6
All employees are responsible for integrating risk management into their day-to-day activities.

3.7
The responsibility of Risk Champions is to champion a particular aspect of risk including instances where the risk management efforts are being hampered.

3.8
The role of Internal Audit in risk management is to provide an independent, objective assurance on the effectiveness of the municipality’s system of risk management.

4.
RISKS WITHIN A MUNICIPAL ENVIRONMENT
The different types of risks that is considered during the process is – 

Business risks that can be considered by means of privatisation, outsourcing, conversion into enterprises, property management,  for instance competetive bidding.

Damage Risk  that entails risks to property, people and operations.  These risks, when coming true, can cause considerable economic losses for the municipality and irreplaceable person damages can disturb operations quite considerably.  It is characteristic for damage risks that the damages usually are sudden and accidental.  Some damage risks develop gradually, for example by wear and tear.  The result of this kind of damage is just loss, there is no possibility of profit.
Personal life risks are a significant risk area in municipal operations that involves  operations where large groups of people are covered.  It also entails the looking after the well-being and safety of a municipality’s staff and it’s citizens that is best achieved by creating a framework for trouble-free and high quality operations.  For example dangerous materials in a municipality should be organised so that they cause as little danger as possible.

Risks w.r.t Dangerous materials that is caused by chemical accidents, storage of chemichals by factories etc.
Risks w.r.t  Municipal Buildings that is structural risks of large buildings, historic buildings, museums  etc.
Risks w.r.t  Negligence that is rescue services, power plants and water works; the treatment of waste etc.

Risks w.r.t  Operational  waterworks, Sewer  & Electricity -  being a potential target for sabotage etc.
5.
RISK MANAGEMENT APPROACH

The following key principles outlines the approach of Lesedi Local Municipality  to risk management:

5.1
Risk Identification

The understanding of risk within the context of the municipal strategic objectives as well as the generation of a comprehensive Risk Register based on Strong points, Weak points, Opportunities & Threats (SWOT) with Inherent and Residual Risks including current and future control measures.
The following key principles outline the approach of risk management at Lesedi Local Municipality :-

5.1.1
The identification of risks linked to the municipality’s objectives.

5.1.2
Control and manage exposure to risk by appropriate risk reduction and mitigation actions.

5.1.3
Regularly review the exposure to all forms of risk and reduce it as far as reasonably practicable or achievable.

5.1.4
Apply risk management processes as part of a wider management system.

5.1.5
Educate and train officials in risk management.

5.1.6
Identify cost effective risk treatment options. 

5.1.7
Annually review the key risk controls to ensure that they remain relevant and effective.

5.2
Calculation  of Risk Identification
Each objective as recorded in the risk register, is subject to a risk assessment with the aid of the following risk matrix graph.  Inherent Risk Exposure (before Controls) as well as Residual Risk Exposure (after controls) will be considered against  - 

1)
IMPACT (The effect that the risk will have on the objective will be assessed on the Y-axis)
2)
LIKELIHOOD  (where the chances of the risk occurring  either before or after control measures has be put in place will be assessed on  the x-axis)
The score of the heat map is then calculated by multiplying the impact assessed on the y-axis with the likelihood of the risk occurring on the x-axis, which will then show the heat map score
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5.3
Implementation of Risk Objectives

5.3.1
Risk Objectives is reviewed with an annual strategic retreat or a Section 80 Committee for approval by Council.

5.3.2
The Risk Review Panel (Senior Management Team) will determine the following during the reviewal process :- 

	1
	OBJECTIVES
	What the municipality wants to achieve – Referring to the Planning Documents

	2
	RISK INVOLVED
	What will prevent the municipality from achieving the objective

	3
	ROOT CAUSE
	What caused the Risk to occur

	4
	INHERENT RISK
	Risk before control measures were put in place

	5
	CURRENT CONTROL MEASURES
	What are the municipality currently doing to control the Root Cause

	6
	RESIDUAL RISK
	Risk after control measures were put in place

	7
	RESPONSIBLE DEPARTMENT
	Which will be responsible to ensure that the risk objectives is cascaded down between accountable and responsible employees and provide quarterly feedback on the progress


	8
	FUTURE CONTROLS & ACTION PLAN
	What future control measures and/or actions will be taken to mitigate the Root Cause


5.3.3
The head of the responsible department (HOD) will oversee that the risk objectives is cascaded down between accountable and responsible employees for implementation.

5.3.4
The HOD will ensure that quarterly feedback are given on the threats as recorded on the Risk Register.

5.3.5
The Internal Auditors will audit the quarterly feedback of all threats as recorded on the Risk Register.
5.3.6
The Accounting Officer will ensure that the quarterly feedback are reported to council.

5.4
Internal Environment

The municipal environment is the foundation of risk management, providing the underpinning culture, discipline and structure that influence how strategy and objectives are established, how municipal activities are planned and executed and how risks are identified, assessed and acted upon.

5.5
Strategic Objective Setting
Strategic Objectives are established in consistency with the municipal mandate and the services are provided in an economical, efficient and affordable manner.
With the finalization of objective setting, management will identify any possible potential risk  affecting the achievement thereof.
6.
IMPLEMENTATION OF THE POLICY

The policy will be communicated throughout the municipality during monthly departmental meetings. It will also be posted on the Municipal Intranet and Website for the purpose of ease accessibility by users.

7.
APPROVAL OF THE POLICY

The approval of this policy rest the municipal council with recommendation of the Municipal Manager and the Audit Committee.

8.
POLICY REVIEW

The risk management policy is reviewed annually to ensure that it remains current and relevant.
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