TERMS OF REFERENCE

BOARD RISK COMMITTEE 

1
Composition

1.1
The Committee shall comprise:


Lucy Winskell – Non Executive Director 



James Ramsbotham – Non Executive Director


3rd Non Executive Director

Janice Lincoln - Finance Director 


Paul Richardson – Operations Director


Other Non Executive Directors may attend at their discretion, either in person or by conference call. 


1.2
The Committee will be chaired by Lucy Winskell, or in her absence James Ramsbotham

1.3
The Committee may wish to have access to external professional advice as the need arises, but such professional advisers will not be members of the Committee.

1.4
The Committee may invite the Chief Executive Officer, the Marketing & Sales Controller, the Mortgage Controller and/or the HR Manager to attend a specific meeting.   The Committee may also invite other members of staff to attend, whenever required.  

1.5
Appointments to the committee shall be for a period of up to three years, which may be extended for further periods of up to three years, provided the director still meets the criteria for membership of the committee.

2.
Background
2.1
Risk is the potential for loss arising from inadequate or failed internal procedures, people, controls or systems.  Risk may also arise from external events.  Risk is also inherent in business transactions.  

2.2
This committee is responsible for all risks identified within the GRA as impacted and reported upon by the following committees:-

a.
ALCO

b.
Management Risk Committee

c.
Credit Committee

d.
Compliance Committee and

e.
Business Continuity Committee

2.3
The Committee will ensure that its actions comply with the Group Risk Appetite on a Comply-or-Disclose basis with disclosure being made to the Board.  The committee will review all material breaches of risk limits and the adequacy of proposed actions.

2.4
The Committee will ensure that the Society complies with SYSC 7 – Risk Control of the Financial Services Authority Handbook

3
Terms of Reference

3.1
The principal objective of the Committee is to identify, control and manage the operational risks inherent in the Group and to ensure that these are properly documented in the Group Operational Risk Policy .
3.2
In considering these risks the Committee will understand the Group’s strategies and tactics, along with the key success factors used to measure our performance against these strategies and tactics as reported by the MRC.
3.3
With regard to new initiatives, before a decision to proceed is taken by the board, the Committee will advise the board on the proposed strategic transaction ensuring that a due diligence appraisal of the proposition is undertaken, focusing in particular on risk aspects and implications for the risk appetite and tolerance of the Group, and taking independent external advice where appropriate and available.  

3.4
The Committee will advise the board on the Group’s overall risk appetite, tolerance and strategy, taking account of the current and future prospective macroeconomic and financial environment drawing on financial stability assessments such as those published by the Bank of England and the Financial Services Authority.  

3.5
The Committee will be responsible for ensuring that the Group’s risk management systems, including people and processes, is appropriate and has sufficient resources.

3.6
In relation to risk assessment the Committee shall keep under review the Group’s overall risk assessment processes that inform the board’s decision making, ensuring that both qualitative and quantitative metrics are used.  The committee will review regularly the parameters used in these measures and the methodology adopted.  The Committee will review the reporting of large exposures and any critical risks.
3.7
The Committee will approve the Risk-related management information supplied to the Board and will be responsible for the Group Risk Matrix which will be prepared by the Executive.  The Committee will liaise with the Executive to ensure that this management information is in the required format and includes the appropriate content desired by the Board.

3.8
The Committee will be responsible for ensuring that the Group has a culture which promotes a constructive dialogue between management and the Board and which fosters a willingness to challenge assumptions.

3.9
The Committee will ensure a close alignment between strategy, risk, controls, compliance culture, remuneration and personnel.  

3.10
The Committee will consider and approve the following as recommended by the MRC for submission to the board for ratification:  

1) the Pillar 1 capital for operational risk, 

2) Pillar 2 for risks not covered under the standardised approach
3) Near misses, and

4) Changes to the stress testing process and any subsequent amendments to the stress testing policy.

3.11
The Committee will consider the resources being allocated to risk and shall have the power to recommend to the board the appointment of a full time Chief Risk Officer if appropriate. 

3.12
The Committee will consider emerging and inter-related risks as reported by the MRC, and review the Group’s GRA in light of these risks.
3.13
The Committee will consider whether the Board is fulfilling its Risk oversight obligations and will recommend any perceived training needs for individual directors or the Board as a whole in line with the FSA handbook requirements.
3.14
The Committee shall oversee any investigation of activities which are within its terms of reference.

3.15
The Committee will review the quarterly reports from the Credit Committee examining our lending in relation to the agreed limits.  Each year the Credit Committee will supply proposed changes to the Responsible Lending Policy for approval by the  Committee and subsequent ratification by the Board.

3.16
The Committee will receive and approve an annual revision of the Contingency Funding Plan.  Any changes to the Contingency Funding Plan will then be passed to the Board for ratification.

3.17
The Committee will receive and approve an annual revision of the Business Continuity Plan.  Any changes to the Business Continuity Plan will then be passed to the Board for ratification.   

3.18
On an annual basis the Committee will review the continued reasonableness of any insurance or quasi insurance arrangements covering operational issues.  

3.19
The Committee shall have the power to call for a full or partial test of the Contingency Funding Plan or the Business Continuity Plan.  The Committee will decide whether the tests are to be simulations or physical tests.  Following the tests the Committee will propose any remedial action to the Board of Directors. 

3.20
Each year the Committee will review and approve the annual revision of our Defence Manual as carried out by the MRC and will highlight any new risks to the Board of Directors.

3.21
The Committee will receive and approve an annual revision of the Financial Risk Management Policy.  Any changes to the FRMP will then be passed to the Board for ratification.
3.22
The Committee will review its own performance and its Terms of Reference at least annually and make recommendations as appropriate to the Board of Directors.

3.23
The committee will consider the impact of any new or emerging risks identified on our reputational risk.
3.24
The Committee will review any operational risks as identified by the MRC which may have a significant impact on the Group.
4.
Meetings

4.1
The Committee will meet quarterly.

4.2
The Chairman of the Committee will ensure that minutes of all meetings are maintained.  These will be circulated to all directors for consideration and acceptance at the first subsequent full Board meeting.

4.3
The Chairman of the Committee should attend the annual general meeting to answer member’s questions on the committee’s activities. 

5.
Quorum
A quorum will consist of at least three members of the Committee, one of whom must be a Non Executive Director.
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