Attachment 1 Risk Appetite Statements (by Consequence Category)

Please note: The following statements are provided as draft examples only for the
consideration of Audit & Risk Committee members. They intend to support committee
members in developing and refining Tauranga City Council’s risk appetite statements. These
drafts reflect preliminary appetite levels that have already been discussed and agreed in
principle and are not final policy. Committee members are encouraged to use these as a
starting point to formulate statements that best align with the Council’s agreed risk appetite
and organizational context.

The following are draft risk appetite statements for each of the 13 risk consequence
categories, based on the preliminary workshop findings. Each statement defines the
Council’s level of tolerance (None, Low, or Moderate) for that category and clarifies the
conditions under which the Council is willing to accept risk.

These drafts are informed by ISO 31000-aligned practices for articulating risk criteria and
reflect guidance from the Office of the Auditor-General on clearly communicating risk
tolerance to support governance decisions. They are intended for governance-level
adoption, providing high-level direction that will later be integrated into the council’s Risk
Management Framework.

= Achievement of Strategic Outcomes — Moderate risk appetite. Tauranga City Council
is prepared to accept a moderate level of risk to achieve its strategic objectives,
recognizing that responsible risk-taking is necessary for innovation and progress.
This is permitted only when risks are well managed, aligned with Council values, and
do not jeopardize essential outcomes or the interests of the community. Risks that
threaten the achievement of core objectives or result in significant failure are outside
the Council’s risk appetite.

» Financial Sustainability and Management — Moderate risk appetite. Tauranga City
Council accepts a moderate level of financial risk to achieve its objectives, as long as
essential services and long-term fiscal health are not compromised. Minor financial
deviations or project-specific borrowing may be permitted when justified by robust
business cases and effective mitigation strategies. Risks that threaten compliance
with financial policies, creditworthiness, or critical service delivery remain strictly
outside the Council’s risk appetite.

= People — Health & Safety — Low risk appetite, effectively zero for serious harm. The
Council maintains a low risk appetite for health and safety, with zero tolerance for
any risk of serious injury or fatality. Minor incidents are only acceptable if robust
controls and improvement measures are in place. Immediate action is required to
mitigate or cease activities that present significant harm, reflecting the Council’s
commitment to a harm-free environment and adherence to best practice standards.

= People — Wellbeing — Moderate risk appetite. Tauranga City Council accepts a
moderate risk appetite regarding staff wellbeing during organizational changes or
projects, so long as impacts are temporary and effectively managed. Chronic burnout
or serious harm to staff is not tolerated and requires immediate action. Support



systems and ongoing monitoring are expected to quickly address any emerging
issues, ensuring long-term wellbeing is protected.

Regulatory— External Legislation — Moderate risk appetite. Tauranga City Council
accepts a moderate level of regulatory compliance risk, understanding that while full
adherence to all applicable legislation and regulatory requirements is the objective,
occasional minor and unintentional breaches may occur. Such breaches are only
acceptable if swiftly identified, remedied, and do not cause material impact or
systemic issues. Deliberate or significant violations are not tolerated, and Tauranga
City Council expects all staff and contractors to consistently uphold legal and
regulatory obligations.

Regulatory — Council Bylaws — Low risk appetite. Tauranga City Council maintains a
low tolerance for breaches of its bylaws. While minor, unintentional deviations may
occasionally occur and are addressed promptly, any significant or deliberate non-
compliance is unacceptable. Adherence to established rules is expected at all times
to uphold good governance and public trust.

Regulatory — Contractual — Moderate risk appetite. Tauranga City Council is willing to
accept a moderate level of contractual risk, recognizing that some degree of
performance variability is inherent in external partnerships and supplier agreements.
Minor contract issues or delays are acceptable if they are quickly addressed and do
not materially affect service delivery or value. However, Tauranga City Council
maintains low tolerance for significant breaches, defaults, or failures that could lead
to litigation, substantial financial loss, or major service disruption, and such risks
require robust oversight and prompt intervention.

Service Delivery — Moderate risk appetite. Service Delivery — Moderate risk appetite.
Tauranga City Council accepts a moderate level of risk in service delivery, allowing
for innovation and improvements as long as core services remain protected.
Temporary or minor disruptions are permissible if managed effectively, but any risk
that jeopardizes the ongoing delivery of essential services falls outside our appetite
and must be mitigated through robust controls and contingency planning.

Environmental — Moderate risk appetite, low tolerance for significant harm. Tauranga
City Council accepts a moderate level of environmental risk only where impacts are
minor, temporary, and effectively mitigated or reversed. Strict safeguards are
enforced to prevent serious or irreversible harm, ensuring all environmental
regulations are met and climate commitments are upheld. While some environmental
impact is inevitable in development, we permit only modest risk in meeting
community needs and never at the expense of lasting environmental degradation.

Technology (Cybersecurity) — Low risk appetite. Tauranga City Council maintains a
low tolerance for risks to IT systems, data security, and digital services, prioritizing
the confidentiality, integrity, and availability of information. Significant cybersecurity
breaches, major data loss, or prolonged system outages are not acceptable, and
critical vulnerabilities must be promptly addressed. All new technology initiatives



must be designed and managed to minimize cyber risks, with mandatory staff training
and robust disaster recovery plans in place to ensure service continuity and data
protection.

= Organisational Capability and Capacity — Moderate risk appetite. Tauranga City
Council accepts a moderate level of risk in its internal capability, capacity, and
resilience, including staffing, skills, processes, and resource allocation. While
efficiency and innovation may sometimes stretch resources or increase workloads
temporarily, such situations are acceptable if effectively managed and do not persist.
However, Council will not tolerate ongoing under-resourcing, prolonged expertise
gaps, or leaving critical roles unfilled when these threaten operational continuity or
service delivery.

= Reputation — Corporate — Moderate risk appetite. Tauranga City Council accepts a
moderate level of operational reputational risk, recognizing that some public criticism
or community concern is unavoidable when making necessary decisions. Short-term
negative feedback is permitted if it aligns with the city’s long-term interests, but the
Tauranga City Council has little tolerance for actions or failures that may cause
lasting reputational harm or significantly undermine public trust. Moderate
reputational risk in daily operations is acceptable, but negligence or inaction resulting
in substantial loss of trust is not.

= Reputation — Governance — Moderate risk appetite. Tauranga City Council accepts a
moderate level of reputational risk in governance and decision-making,
acknowledging that public debate and criticism are natural aspects of a democratic
system. While Tauranga City Council is willing to make difficult or unpopular
decisions for the city's long-term benefit, there is zero tolerance for conduct that
threatens integrity, ethics, or governance capability. Corruption, fraud, or unethical
actions by Tauranga City Council members or senior officials are strictly prohibited
and will result in immediate intervention.

References: These draft statements draw on the publicly excluded workshop results and
comparative examples from other Councils’ risk appetite statements. They are consistent
with ISO 31000:2018 guidance on defining risk criteria (ensuring our risk-taking is deliberate
and within agreed bounds).

They also align with the Office of the Auditor-General’'s recommendations that councils
articulate their risk appetite to improve decision-making and transparency.

Each statement above provides a preliminary governance-level position on acceptable risk,
intended to guide management in practice and to be reviewed periodically for relevance.

Once these statements have been refined and endorsed by the Audit & Risk Committee, and
subsequently adopted by resolution at Council, they will be formally established as the
Tauranga City Council’s Risk Appetite. These statements will then be incorporated into our
Risk Management Framework, fulfilling the Policy requirement for Council to define its risk
appetite each term.
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