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The information given in this report is provided in good faith with the intention of furthering
the understanding of the subject matter. While we believe the information to be accurate at
the time of publication, The Chartered Governance Institute and its staff cannot, however,
accept any liability for any loss or damage occasioned by any person or organisation acting
or refraining from action as a result of any views expressed therein. If the reader has any
specific doubts or concerns about the subject matter they are advised to seek legal advice
based on the circumstances of their own situation.



Introduction

This note proposes outline terms of reference for the risk committee of an organisation
seeking to comply fully with the requirements of the Code for Sports Governance and also
reflects the UK Corporate Governance Code published in July 2018 and the FRC Guidance
on Risk Management, Internal Controls and Related Financial and Business Reporting (FRC
Guidance) published in September 2014. It may be of relevance in organisations where the
board considers that a risk committee, separate from the audit committee, is necessary or
desirable. This is a matter for each organisation and its board to determine.

The outline terms of reference are intended as a guide for organisations to adapt to their
needs. The risks associated with operational activities will be specific to each organisation. It
is therefore essential that the duties of the risk committee are tailored to the needs of the
organisation using a variety of reference sources and specific regulation. The duties need to
be agreed in close collaboration with the senior management team, in particular the Chief
Risk Officer (CRO) if the organisation has one.

It is important to recognise the links and overlap between the responsibilities of board
committees and consequently the need for each board committee to have full knowledge of
the deliberations of other committees through reports to the board and, if possible, by
appointing at least one member of a committee to each of the other committees.

Some or all of the duties undertaken by a risk committee could be undertaken by either the
audit committee or by the board itself. It is important to ensure that duties are not allocated
to more than one committee and that there are no gaps. The precise allocation of
responsibilities should be detailed in the terms of reference for the risk committee and the
audit committee, and should be agreed by the board.

Where one is established, the risk committee should report to the board on the nature and
content of discussion, on recommendations, and on actions to be taken, and adequate time
should be made available for discussion when necessary.

Notes on the terms of reference

The outline terms of reference should be used as a starting point only from which to develop
terms of reference appropriate for the specific risks associated with the business of an
organisation.

The company secretary/governance lead is responsible for helping the board and its
committees to function effectively. The company secretary/governance lead (or their
nominee) should act as secretary to the committee. The committee should also have access
to the services of the company secretariat on all risk committee matters, including assisting
the chair in planning the committee’s work, drawing up meeting agendas, maintenance of
minutes, drafting of material about its activities for the annual report, collection and
distribution of information and provision of any necessary practical support. The company
secretary/governance lead should ensure that the risk committee receives information and
papers in a timely manner to enable full and proper consideration to be given to the issues.

The frequency with which the risk committee needs to meet will vary depending on the
nature, scale and complexity of the business of an organisation and external regulatory
requirements, which may change from time to time.



Model terms of reference

Note: square brackets contain recommendations which are good practice, or alternative
wording which will need to be tailored to suit the circumstances of the particular organisation
or excluded where not deemed relevant.

1. Membership

1.1 The committee shall comprise at least [three] members, all of whom shall be
independent non-executive directors. [ The committee shall include at least one
member of the audit committee and/or remuneration committee and/or include one
non-executive director specifically responsible for risk.] Members shall have
appropriate knowledge, skills and expertise to fully understand risk appetite and
strategy/[members as a whole shall have relevant risk expertise.] [ The committee as
a whole shall have competence relevant to the sport and physical activity sector.]

1.2 Members of the committee shall be appointed by the board on the recommendation
of the nominations committee and in consultation with the chair of the risk committee.
Appointments shall be for a period of up to three years which may be extended for up
to two additional three-year periods, provided the criteria for membership of the
committee are still met.

1.3 Only members of the committee have the right to attend committee meetings.
However, the finance director and any CRO shall be expected to attend meetings of
the committee on a regular basis and other individuals may be invited to attend all or
part of any meeting as and when appropriate.

1.4 The board shall appoint the committee chair. In the absence of the committee chair
and/or an appointed deputy at a committee meeting, the remaining members present
shall elect one of themselves to chair the meeting.

2. Secretary

The company secretary/governance lead, or their nominee, shall act as the secretary of the
committee and will ensure that the committee receives information and papers in a timely
manner to enable full and proper consideration to be given to issues.

3. Quorum
The quorum necessary for the transaction of business shall be [two] members.

4. Frequency of meetings
The committee shall meet at least [four] times a year at appropriate times and otherwise as
required.

5. Notice of meetings

5.1 Meetings of the committee shall be called by the secretary of the committee at the
request of the committee chair or any of its members, [or at the request of the CRO
(or other head of risk) if they consider it necessaryj.

5.2 Unless otherwise agreed, notice of each meeting confirming the venue, time and
date of the meeting, together with an agenda of items to be discussed, shall be
forwarded to each member of the committee and any other person required to attend
no later than [five] working days before the date of the meeting. Supporting papers
shall be sent to committee members and to other attendees, as appropriate, at the
same time.

5.3 If it is anticipated that committee members participating in a meeting will not be in the
same place, the notice of the meeting must indicate how it is proposed that they
should communicate with each other during the meeting. Members of the committee
participate in a meeting when they can communicate to other members any
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information or opinions they have on a particular item of business. This may be done
by telephone, video conference or other virtual means.

6. Minutes of meetings

6.1 The secretary shall minute the proceedings and decisions of all committee meetings,
including recording the names of those present and in attendance.

6.2 Draft minutes of committee meetings shall be circulated to all members of the
committee. Once approved, minutes should be circulated to all members of the board
unless, exceptionally, it would be inappropriate to do so.

7. Engagement with [shareholders/members]

7.1 The committee chair should attend the annual general meeting to answer any
[shareholder/member] questions on the committee’s activities. In addition the
committee chair should seek engagement with [shareholders/members] on significant
matters related to the committee’s areas of responsibility.

8. Duties

Note: The duties set out below are those which all risk committees should consider.
Organisations may wish to add to these duties to reflect specific risks associated with their
activities and individual business.

[ The committee should have oversight of the group as a whole and, unless required
otherwise by regulation, carry out the duties below for the parent company, major subsidiary
undertakings and the group as a whole, as appropriate.)

8.1 Risk appetite, tolerance and strategy
The committee shall:

8.1.1 Advise the board on the organisation’s overall risk appetite, tolerance and
strategy, and the principal and emerging risks the organisation is willing to
take in order to achieve its long-term strategic objectives.

The risk committee should seek assurance on the risks the organisation
identifies as those to which it may be exposed. The risks will be specific to the
organisation’s circumstances but are likely to include many of the following:

. Regulatory and legal risks

. Threats to the business model or future performance

. Operational risk

. Transactional risk

. Capital

. Funding

. Insolvency
. Liquidity

. Conduct risk
. Material litigation
. Reputational risk
. Environmental, Social and Governance (ESG) issues
. Ethical codes
. IT operations, including cyber risk and data security
. Health and safety
. Business continuity plans
. Duties under the Companies Act 2006
. Investment risk
. Insurance risk
. Risk exposures and limits
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8.2

8.3

. Risk trends, concentrations and correlations

y Research and development

. Manufacturing and supply chains

. Pandemic risk

. Terrorism

. Major accident/incident
Other risks specific to the sector and an organisation’s operations, as well as
new or emerging risks, need to be identified and may, for example, include:

. Safeguarding

. Integrity risks — doping, match-fixing

y Staging of major events

y Political risk — where, for example, potential policy changes might

affect funding

8.1.2 Advise the board on the likelihood and the impact of principal risks
materialising, and the management and mitigation of principal risks to reduce
the likelihood of their incidence or their impact.

8.1.3 Advise the board on the risk aspects of proposed changes to strategy and
strategic transactions, ensuring that a due diligence appraisal of the
proposition is undertaken, focusing in particular on implications for the risk
appetite, tolerance and strategy of the organisation, and taking independent
external advice where appropriate and available.

Narrative reporting

The committee shall carry out the following duties to assist the board in fulfilling its

reporting responsibilities in the annual report.

8.2.1 Monitor and review the effectiveness of the organisation’s risk management
and internal control systems.

8.2.2 Review the organisation’s procedures to manage or mitigate principal risks
and to identify emerging risks, to assist in the board’s assessment of principal
and emerging risks.

8.2.3 Review and assess the organisation’s risk appetite and associated stress
testing.

8.2.4 Evaluate the organisation’s principal risks, to be taken into account by the
board when assessing the organisation’s prospects.

8.2.5 Review and approve the statements to be included in the annual report
concerning internal controls and risk management.

Internal controls and risk management systems

The committee shall oversee and seek suitable assurance regarding:

8.3.1 The risk exposures of the organisation, including risk to the business model,
and solvency and liquidity risks.

8.3.2 The adequacy and effectiveness of the organisation’s processes and
procedures to manage risk and the internal control framework, including the
design, implementation and effectiveness of those systems.

8.3.3 The ability of the organisation’s risk management and internal control systems
to identify the risks facing the organisation and enable a robust assessment of
principal risks.

8.3.4 The organisation’s capability to identify and manage new and emerging risks.

8.3.5 The effectiveness and relative costs and benefit of particular controls.

8.3.6 The effectiveness of management’s processes for monitoring and reviewing
the effectiveness of risk management and internal control systems and
ensuring corrective action is taken when necessary.

8.3.7 The organisation’s ability to reduce the likelihood of principal risks
materialising and the impact on the business of risks that do materialise.
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8.3.8 The appropriateness of the organisation’s values and culture and reward
systems for managing risk and internal controls, and the extent to which the
culture and values are embedded at all levels.

8.3.9 The CRO'’s (or head of risk’s) right of direct access to the chair of the board
and to the committee.

9. Reporting responsibilities

9.1

9.2

9.3

9.4

The committee chair shall report formally to the board on its proceedings after each
meeting on all matters within its duties and responsibilities.

The committee shall provide advice to the remuneration committee on any risk
weightings to be applied to performance objectives incorporated in the incentive
structure for executive remuneration and make recommendations to the
remuneration committee on clawback provisions.

The committee shall make whatever recommendations to the board it deems
appropriate on any area within its remit where action or improvement is needed.
The committee shall compile a report of its activities to be included in the annual
report, describing the work of the committee.

10. Other matters
The committee shall:

10.1

10.2

10.3

10.4
10.5

10.6
10.7

10.8

Have access to sufficient resources in order to carry out its duties, including access
to the company secretariat for advice and assistance as required.

Be provided with appropriate and timely training, both in the form of an induction
programme for new members and on an ongoing basis for all members.

Give due consideration to all relevant laws and regulations, the provisions of the
Code for Sports Governance, published guidance and any other applicable rules, as
appropriate.

Oversee any investigation of activities which are within its terms of reference.

Work and liaise as necessary with all other board committees ensuring interaction
between committees and with the board is reviewed regularly, taking particular
account of the impact of risk management and internal controls on the work of other
committees.

Ensure that a periodic evaluation of the committee’s performance is carried out.

At least annually, review its constitution and terms of reference to ensure it is
operating at maximum effectiveness and recommend any changes it considers
necessary to the board for approval.

Observe the values of the organisation and adhere to the Code of Conduct, meeting
behaviour guidelines, disciplinary policy and other documents as appropriate.

11. Authority
The committee is authorised to:

111

11.2

11.3

Request the attendance of any employee at a meeting of the committee and/or seek
any information it requires from any employee in order to perform its duties.

Delegate any matter or matters to another committee or person(s) as it deems
appropriate.

Obtain, at the organisation’s expense, independent legal or other professional advice
on any matter within its terms of reference if it believes it necessary to do so.

Date of approval Date of next review





