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1.1

Purpose and Objectives

The Board of Trustees has overall responsibility for managing risk, driven by
consideration of the principal risks of significant failure. The Pathway Trust Risk
Management Policy has been informed by the ‘Academy trust risk management’
guidance published by the DfE:

Risk management involves the identification, measurement, management, monitoring
and reporting of threats to an organisation’s business objectives ... thinking about
what we want to achieve, assessing the likelihood of it happening, what might stop it
from happening, and, if things go wrong, how big the f‘loss” might be. Risk
management concerns the maximisation of gain as much as the minimisation of loss.
Risk elimination can lead to the elimination of reward too, either by the total
avoidance of exposure or the prohibitive cost of prevention. Individual risks should
not be looked at entirely in isolation from each other and should always be linked to
higher-level business objectives. If trustees take a holistic view of risk management
then appropriate processes can then be embedded in both day-to-day operations
and governance.

Risk Management Process

Risks will be managed through the following six-step process:
A. ldentify Risk

Risks will be categorised as:

e Strategic - the principal challenges and opportunities facing the trust, which
will be addressed through the trust’s strategic plans

e Operational - risks arising from the trust’'s ongoing operations, which will be
managed through existing controls and monitoring

Strategic risks will be reviewed by the Board of Trustees at least annually. All
potential events that could adversely influence the achievement of the trusts
strategic aims (including not capitalising on opportunities) are identified and defined.
Strategic risks will be identified by trustees, considering: ‘What is the worst that can
happen’; ‘Greatest challenges’; ‘Opportunities’; and ‘1 in 100 events’. Strategic risks
will be defined through consideration of likely causes and effects. The trustees will
regularly discuss how effectively the trust is managing strategic risks through their
monitoring of the trust’s strategic plans.

Operational risks will be reviewed by the Board of Trustees at least annually. The
Risk and Audit Committee will ensure that effective controls are in place to mitigate
operational risks, and that these controls are regularly tested through the trust’s
external and internal audit programmes, and other monitoring processes.



Inherent Assessment

Negligible Minor Moderate Significant Severe
Fail to meet Fail to meet Fail to meet Fail to meet Fail to meet
targeted outcomes targeted outcomes targeted outcomes targeted outcomes targeted outcomes
by 5%; by 10%; by 20%; by 40%; by 80%;
Near-miss Breach: warning Breach: Breach: Regulatory
Evaluatio regarding given but no further improvement plan regulatory/legal non-compliance &
n of non-compliance/le action; required; investigation; intervention; illegal
- gality; activity resulting in
Probabilit No injury; Minor injury of Serious injury of civillcriminal
y& No injury; student, staff or student, staff or charges;
Impact Temporary visitor; visitor;
No reputation reputation damage Fatality of student,
damage with individuals Localised Reputation damage staff or visitor;
reputation damage with key
with stakeholders, Irrecoverable with
groups/individuals, regional news key stakeholders,
local news intervention by DfE,
national news
Very Likely Medium 11
Likely Medium 12
Possible Medium 13
Unlikely Medium 14
Very .
Unlikely Medium 15

The Risk and Audit Committee will review their assessment, evaluation and ranking
of risks four times a year. The aim of assessmentis to understand each specific
instance of risk, and how it could affect strategic objectives, based on the likelihood
(or probability) of it occurring, and the impact (or severity) if it did occur. An
evaluation will be made through the combination of the respective scores for each
risk’s likelihood and impact respectively to derive a single risk score reflecting its
overall level of threat. This single risk score will be used to create a ranking.

C. Existing Controls

Once risks have been assessed, evaluated and ranked, the Risk and Audit
Committee will evaluate existing controls to manage these risks. This will be
undertaken through a rolling programme of review. These plans include preventative
controls, mitigation processes and contingency plans in the event that risks



materialise. All controls will be assigned a named individual as control owner. The
Risk and Audit Committee will seek assurance that such controls, processes and
plans are effective, and for some risks they may require multiple lines of assurance to
provide an appropriate level of assurance:

e 1stLine Assurance - The department that performs the day-to-day activity.
e 2nd Line Assurance - Other functions in the trust provide oversight.

e 3rd Line Assurance - Independent assurance provided from outside the
trust.

D. Residual Assessment

The Risk and Audit Committee will review their residual assessment, evaluation and
ranking of risks four times a year, based on the extent to which existing controls
reduce the impact or likelihood of the inherent risk.

E. Manage or Accept

The Board of Trustees will review its capacity and appetite for risk at least annually.
Risk capacity is the resources (e.g. financial, human) which the trust is able to put in
place in managing risk. Risk appetite is the amount of risk the trust is willing to accept
in the pursuit of its strategic aims:

e Averse — Ultra safe leading to only minimum risk exposure.

e Cautious — Preference for safe though accept there will be some risk
exposure.

e Open — Willing to consider all potential options recognising that there will be
risk exposure.

The Board of Trustees will consider their risk appetite in relation to each residual risk
to determine whether to manage or accept each risk:

e Accept by Tolerating risk is where no action is taken. This may be because
the cost of instituting controls is not cost-effective or the risk or impact is so
low that they are considered acceptable.

e Manage by Treating risk involves controlling it with actions to minimise the
likelihood of occurrence or impact. There may also be contingency
measures to reduce impact if it does occur.

e Manage by Transferring risk may involve the use of insurance or payment
to third parties willing to take on the risk themselves (for instance, through
outsourcing).

e Manage by Terminating risk can be done by altering an inherently risky
process to remove the risk. If this can be done without materially affecting
operations, then removal should be considered, rather than attempting to
treat, tolerate or transfer. Alternatively, if a risk is ranked highly and the other



potential control measures are too expensive or otherwise impractical, the
rational decision may well be that this is a process the trust should not be
performing at all.

F. Monitoring

The trust leadership team will:

Update the risk register at least monthly to ensure it accurately reflects the
most recent activity in the trust’s operations and changes to the operating
climate.

Ensure that risk assessment and internal control are embedded in the trust’'s
operations and culture.

Report to the Board of Trustees or a nominated committee on any action
plan in place to manage each of the risks.

The Risk and Audit Committee will meet four times a year (and more frequently
during periods of heightened risk) in order to:

Review the risk register and probe trust leaders as to whether the various
scores and rankings remain appropriate.

Ensure that control assurances (including internal audit) are in place,
scrutinise the quality of these systems, and consider “stress testing” controls
and mitigations.

Provide assurance to the Board of Trustees that the extent and frequency of
control reports enables trustees to build up a cumulative assessment of the
effectiveness of risk management.

Review unforeseen events, including control failures and near misses, and
consider the extent to which the risk was identified and measured and
whether or not the chosen control measure was appropriate.

The Board of Trustees will at least once a year (with more frequent review during
periods of heightened risk):

Undertake a detailed review of the strategic risks and ensure they are
appropriately linked to the achievement of the trust’s strategic aims.

Review the risk capacity and appetite for the trust as a whole.

Consider the ongoing appropriateness of its risk management approach and
whether risk assessment and internal control are embedded in the trust’s
operations and culture.

Review how and when it wants to receive information about risks.

Ensure that reporting provides reliable, current, complete and timely
information, reflecting different risk types as well as emerging issues.



