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. PURPOSE OF THE RISK APPETITE FRAMEWORK:

After all risks for the 2023/2024 financial year have been identified as well as root causes and
possible consequences established, all risks should be rated to identify the acceptable,
tolerable, unacceptable level.

The reasons why risks are rated, is to:

. Allow the municipality to use its scarce resources to focus on mitigating the high
rated risk.

[I.  Allow the municipality to identify those risk that if not mitigated, may result.in the
municipality not reaching one or more of its strategic objectives.

lIl.  Allow the municipality to identify those risk that if not mitigated, may results in the
destruction of the municipality operations.

To rate all risks, the risk rating table as well as the risk tolerance table are being utilized. The
challenge is that the rating tables allows for a huge amount of subjective opinion.

The above challenge leads to the following questions:
I} How can the amount of subjective opinion in the rating of risk be minimized?

I} How can the amount of subjective opinion in the establishment of tolerance level be
minimized?

The instrument that can be utilized to minimize subjective opinion is to establish the risk
appetite, with regard to every sirategic objective of the municipality.

This document is part of the Risk Management Framework of the municipality and must be
read in conjunction with the following documentations: '

) Risk Management Policy
1)) Risk Management Strategy
) Risk Management Implementation plan
V) Risk Management, Anti-Fraud and Anti-Corruption Committee Charter
V) Fraud Prevention Policy
Vi) Fraud Prevention Plan and Strategy
Vi) Whistle Blowing Policy
VI Risk Management Key Performance Indicators

IX) Risk Management Assurance Plan
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2. SCOPE OF THE DOCUMENT

This document will include the following:
I.  Definition of key concepts.
II.  Strategic goals of the municipality.
lIl.  Risk appetite and tolerance overview
IV.  Greater Giyani risk appetite and tolerance statements
V. Risk appetite and tolerance per strategic objective per categories:
VI.  Risk rating and ranking methodology
VII. 2022/2023 Strategic Risks:
VIIl.  Profiling of 2023/24 Sirategic risks:

3. DEFINITION OF KEY CONCEPTS

3.1 Risk Appetite:

This term refers to the amount of residual risk that the institution is willing to accept. The
purpose of risk appetite is to indicate the point at which a risk becomes serious enough for
the institution to start mitigating and managing the risk.

3.2 Risk Appetite Limit:

The level of risk which if breach by the municibality’s risk profile, would necessitate
immediate escalation and corrective actions.

3.3 Risk Tolerance:

Risk tolerance is the amount of risk the institution is capable of bearing (as opposed to the
amounti of risk it willing to bear).

3.4 Risk Capacity:

It is the maximum level of risk in which a firm can operate, while remaining within the
constraints implied by capital and funding need and its obligations to stakeholders.

4. STRATEGIC GOALS OF THE MUNICIPALITY

The municipality has the following strategic goals per Key Performance Area:
Goal 01: Spatial Rational
Goal 02: Institutional Development and Transformation
Goal 03: Infrastructure Development and Basic Service Delivery

Goal 04: l.ocal Economic Development
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Goal 05; Financial Viability

Goal 06: Good Governance and Public Participation

5. RISK APPETITE AND TOLERANCE OVERVIEW:

Greater Giyani Municipality’s risk appetite is directly linked to its strategic objectives and
addresses material risks, setting clear boundaries and expectations by establishing
qguantitative limits and qualitative statements.

- It also establishes quantitative measures of loss or negative outcomes that can be
aggregated and disaggregated.

- Qualitative statements complement quantitative measures, set the overall tone for the
Municipality approach to risk taking and articulate clearly the motivations for taking on, or
avoiding certain types of risks.

- The risk appetite statements can be articulated in the following summary statement that is
easy for all stakeholders to understand and addresses the levels and types of risk the
Municipality is willing to accept to achieve its objectives.

6. GREATER GIYANI RISK APPETITE AND TOLERANCE STATEMENTS:

- All Employees and Councilors who
Competent, Innovative and represent the municipality will act according

Accountable Team to the highest ethical standards at all times.

- The Municipality invests in knowledge and
intellectual property to achieve strategic
objective in line with its mandate.

- The Municipality has no appetite for risk that
might damage its reputation.

- The Municipality has low appetite for poor
performance.

- The Municipality is committed to sound
Sound Electronic Governance governance practices and adherence to
good governance principles.

- Zero tolerance to fraud and corruption.

- Greater Giyani exists for the purpose of its
stakeholders, and as such sirives to meet
stakeholder expectations. it does so
however, with full recognition that certain
stakeholder group expectations may be
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confllctlng. Stakeholder expectatlons will be
met on an impact analysis {vs cost) basis.

Zero tolerance to non-compliance with all
applicable laws and regulations.

Inclusive Economic Growth with
Sustainable Development:

The Municipality has low appetite for the
Economic growth rate of lower than the 2.3%

of the Country.

Investment returns (for economic growth
within the Municipality) are recognized as the
pillar for stimulating economic growth within
the Municipality to attract and retain
investment which will lead to job creation and

business opportunities.

Has low to zero appetite, when more than
30% of labor force in the Municipality are

without Jobs.

Sound Financial Management:

GGM  strives to balance financial
management and operational continuity
effectively and efficiently. Some risks are
acceptable (if only temporary) for investment
gain, but a long-term unfavorable position
should be avoided. An acceptable level of
liquidity should be maintained to meet
foreseeable cash flow requirements.
(Liquidity ratio of 1:1).

Material misstatements in financial reports

and other reports are not acceptable.
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Zero tolerance to Iack of security and

insurance for safeguarding of its assets.

Healthy Social Environment:

Has a low {o zero tolerance when it comes to
employee and broader stakeholder
occupational health and safety risk.

There is further a low appetite for risk
exposure relating to non-delivery of basic
services, health & safety (including public
safety), infrastructure delivery, environmental

and regulatory compliance.

Sustainable infrastructure and service
provisioning:

Low tolerance when it comes to poor
maintenance of infrastructure and delays in

infrastructure projects.

Zero tolerance when it comes to poor service

delivery of basic service o its citizens.

Low tolerance to the rollover of 10 projects

per financial year.

No appetite for poor performance by service

provider

Integrated Regionalized Planning

Low appetite for- Land inventions and
mushrocoming of informal settlements
therefore the Municipality invest in land
development with the objective of providing
fand for human settlement and business.
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8. RISK RATING AND RANKING METHODOLOGY

For every risk it is important that you consider the nature and the scope of the risk and then rate
the risk accordingly. Risks will be individually ranked by each participant.

Rating on Impact:

When rating a risk on the impact of the risk on the business, should it occur, you need to
consider what the extent of the impact of that risk will be on the area of the business, which
it affects. Some risks may have a major impact one objective, yet a fairly low impact on the
organization as a whole.

“Impact can be defined as the material loss to the organization, should that risk materialize”

Impact will be rated on a scale of 1 to 5 as follows:

the achievements of the objectives

4 Major Negative outcome or missed opportunities that are likely to have a relatively
substantial impact on the ability to meet objectives.

3 Moderate Negative outcome or missed opportunities that are likely to have a relatively
moderate impact on the ability o meet objectives.

2 Minor Negative outcomes or missed opportunities that are likely to have a relatively
low impact on the ability to meet objectives.

1 Insignificant Negative outcomes or missed opportunities that are likely to have a negligible
impact on the ability to meet objectives

RISK APPETITE FRAMEWORK CR164-17/05/2024SP
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Rating on Likelihood (probability)

“Likelthood can be defined as the probability of an édverse event, which could cause
materialization of the risk, may occur.”

Likelihood will be rated on a scale of 1 to 5:

5 } Common | 'he risk is Ireéd occurring or is likely fo occur more than once Withiﬁ
the next 12 months.

4 Likely The risk could easily occur and is likely to occur at least once within the
next 12 months.

3 Moderate There is an above average chance that the risk will occur at least once in
the next 3 years

2 Unlikely The risk occurs infrequently and is likely to occur within the next 3 years
1 Rare The risk is conceivable but is only likely to occur in extreme
circumstance

Applying the parameters to the“risk matrix to indicate what areas of the risk matrix would be regarded as
high, medium or low risk (see the example below);

Risk Index = Impact X Likelihood

RISK APPETITE FRAMEWORK CR164-17/05/2024SP
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9. RISK ACCEPTANCE LEVEL AND ACTIONS TO BE TAKEN:

Below is the municipality's risk acceptability level and proposed Actions per Risk Magnitude:

Risk Index Risk Magnitude Risk Acceptability Proposed mitigating steps

management

No risk reduction — contrcl, monitor
inform management

RISK APPETITE FRAMEWORK CR164-17/05/20245P
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11. PROFILING OF 2022/2023 STRATEGIC RISKS:

All the Sfrategic Risk of the Municipality are outside the Risk Appetite and Tolerance Levels.
Below is the Hit Map profiling the Nine (9) Strategic Risks?

Severity

Likelihoods

12. CONCLUSION

The risk appetite is a tool that must be used as part of the risk rating processes to identify risks
on the Enterprise Risk Register which are:

Acceptable Risks
Tolerable Risks
Unacceptable Risks
Strategic Risks,

1

This will allow the municipality to focus on scarce resources to successful mitigate all risks that
have become a reality and that might jeopardize municipal service delivery.

13. REVIEW
The Risk Appetite Statement shall be reviewed as and when required within the cycle of 5
years.
Signed By:
The Mayor @ I’l\ o S\@M
CLLRZITHAT Signature | Date
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