
 

 

Board Seminar – Risk Appetite and Board and Assurance Framework Session 

Briefing Note  

1.  Objectives and approach  
 

The objectives of this session are to: 

1. Review and confirm the Board’s risk appetite / risk tolerance ahead of 2019/20. 

2. Review the principal objectives in the Board Assurance Framework (BAF) for completeness and 

continuing relevance. 

3. Review, and where appropriate, reset the risk management trajectories for each principal objective 

in the BAF. 

In considering 1, I have considered how the application of risk tolerances has worked in practice during 

2018/19, as a result of which I am proposing a slight change to the Trust’s risk matrix and risk assessment 

guidance tables.  

The session will be staged as follows: 

1. Request to approve the change to the Trust’s risk matrix and risk assessment guidance tables 

(Annex 1, summarised in 3 below). 

2. Agreement of consensus scores and risk tolerances for key areas of risk – the ‘Risk Preference 

Exercise’ (Annex 2, summarised in 4 below). 

3. Review of BAF target scores in the light of the outcomes from 2 above. 

4. Review of the completeness of BAF Objectives (section 5 below). 

5. Review of the timescales associated with those risk management trajectories not currently being 

achieved (Annex 3, summarised in section 6 below). 

2. Risk appetite and tolerance – concepts  
 

HM Treasury’s ‘Orange Book’ defines risk appetite as:  

“The amount of risk that an organisation is prepared to accept, tolerate, or be exposed to at any point in 

time”  

It is important for the Board to have a collective view of risk appetite to minimise the potential for either 

erratic or inopportune risk-taking, exposing the organisation to too much risk, or an overly cautious 

approach which stifles necessary change, innovation and development.  

Key influences on risk appetite will be the organisation’s experience with risk, its risk management maturity, 

and external factors.  

Risk tolerance is defined as the limit to the level of residual risk that the Board is willing to delegate to 

management on a day to day basis, without escalation. Breaching the tolerance requires escalation – in the 

case of the Trust to Executive Directors, via ECL or the Risk Management Committee – for consideration of 

the wider impact of the risk on the achievement of objectives, competing resources and timescales. In 

essence, the risk tolerance reflects the boundaries within which executive management are willing to allow 

the day to day risk profile of the organisation to fluctuate, while executing strategic objectives in line with 

the Board’s risk appetite.  



3. Risk appetite and tolerance in practice 

The current risk management tolerances are as follows: 

 

Risk Group 2018 Tolerance Level Outside Tolerance 

Care pathways development versus 
patient safety 

6 8+ 

Regulatory breach  8 9+ 

Financial risk  8 9+ 

Reputational impacts  9 10+ 

 

The tolerances are not atypical for a provider of patient care in the NHS. However, they are relatively low 

and have resulted in a large number of risks (over 50% of the risk register) being classified as outside of 

tolerance and needing either review by the Risk Management Committee, or through other Executive and 

Performance and Risk Review meetings. Both intuitively, and empirically, the approach appears to be 

resulting in some risks being captured which are not a cause to concern to Executive Directors, and more 

in the nature of risks which need to be managed but would not be beyond the bounds of tolerable ‘issues 

management’ should they arise.  

Having reviewed our risk matrix and Risk Assessment Guidance (Annex 1), I would suggest that risks 

scoring 8 involve either: 

 A very low likelihood of arising / the potential to occur only very infrequently (where the likelihood 

score is 2); or  

 Minor impacts which would be tolerated in the terms noted above (where the impact is 2).  

For these reasons, in practice, Executive Directors are not overly concerned about such risks and are 

generally content for them to be managed within Care Groups, but – at present – those under the ‘care 

pathways’ domain are classified as above tolerance in reporting to the RMC.  

I am therefore recommending that risks scoring 8 are reclassified as Moderate / Yellow (rather than high) 

risks. In addition, it is possible that some of the thresholds used in the Risk Assessment Table do not reflect 

the Board’s ‘true’ view of where risk increases – particularly those with respect to finance and likelihood – 

and I have suggested changes to the guidance (marked in red or white) to address these.  

I would also recommend that the Board sets some ‘rules’ with respect to the application of risk tolerances 

as follows: 

 Amber risks with current scores exceeding the tolerance will require an action plan to mitigate the 

risk to target position in line with tolerance within three months, or interim mitigations within that 

period, pending implementation of the full action plan by a more realistic date. 

 Red risks will require interim mitigations to be put in place as soon as possible and Executive 

Directors should satisfy themselves that the deadline for implementation of actions to reduce the 

risk, sustainably, in line with tolerance is no longer than necessary.  

The Trust Board is asked to agree the proposed changes and ‘rules’, which will then be formally 

written into the Trust’s Risk Management Strategy and brought to a Board meeting for final 

approval.  



4. Risk Preference Exercise  
 

As in previous years, I have provided a modified version of the Risk Appetite Matrix developed by the Good 

Governance Institute, tailored to the Trust’s needs, which asks Board members to consider – using each of 

the statements of preference – where their tolerance for risk lies. The different levels of preference have 

been aligned to the risk scoring ranges within our risk matrix (as adjusted under 3 above).  

Based on learning from a good practice event run by the NHS Governance, Audit and Risk Network 

(GARnet), I have added a fifth risk category for 2019/20 – workforce. Although not an impact per se, 

workforce factors underpin a large number of risks for NHS Trusts and it is therefore helpful to understand 

the Board’s tolerance with respect to risks around capacity and skills.  

Board members are asked to complete the form – provided as a separate word document – and return it to 

me before the seminar (by close of business on 23rd April). I will then collate all scores and, at the seminar, 

 Where there is a natural consensus, propose a risk tolerance for the Board’s agreement. 

 Facilitate discussion, where the scoring range suggests widely different views, to agree a 

consensus view and a resulting risk tolerance.  

5. BAF Target Scores 

Should the outcomes of the above exercise change risk tolerances, it may be necessary to review the 

target risk scores for those BAF objectives, where the current target score differs to the new tolerance. This 

is because the target score should seek to ensure that risk is managed within tolerance. Whilst the Trust 

might wish to set a more ambitious target score, it needs to consider the relative efficiency of pursuing a 

score lower than tolerance.  

6. BAF Objectives 
 

In addition to considering whether the target scores are appropriate, the Board should consider whether the 

BAF accurately and fully reflects the Trust’s principal business objectives. The Board identified Patient 

Engagement (Involvement) as one of its three key improvement priorities in February 2019. The current 

‘Patient Experience’ objective may need to be modified, or a new objective added, to reflect the priority now 

placed on this issue.  

7 BAF Risk Management Trajectories 
 

Annex 3 shows the current position for all BAF objective: a number of objectives are off trajectory (target 

dates having passed) and others have impending target dates which might need to be reviewed. It is 

important that the BAF for 2019/20 reflects realistic expectations with respect to when risk mitigation plans 

will deliver.  

The owners of each objective are asked to review the BAF and to come to the meeting with a view / 

proposal on the trajectory for discussion / agreement.   

 

Warren Edge, Senior Associate Director of Assurance and Compliance 
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