
 

 

             Page 1 of 8 

Risk Management Policy 
April 2022 

 

 

 

 

 

 

 



 

 
  
                      Page 2 of 8 

 

Contents Error! Bookmark not defined. 

1. Policy objectives and background 3 

1.1 Policy background 3 

1.2 Policy objective 3 

1.3 Policy sponsor and maintenance 3 

2. Risk types 3 

3. Risk appetite 3 

4. Behaviours and culture 5 

5. Governance and roles and responsibilities 5 

5.1 Key roles and responsibilities 5 

5.2 Three lines of defence 5 

6. BII’s risk management framework 6 

 

 

  



 

 
  
                      Page 3 of 8 

1. Policy objectives and background  

1.1 Policy background  

British International Investment (BII) helps solve the biggest global development challenges by 
investing patient, flexible capital to support private sector growth and innovation. BII does this by 
making long-term investments into businesses in Africa and South Asia and as such, taking risk is 
an inherent component of BII’s activities. The ability to effectively identify, assess, measure, re-
spond, monitor and report on risk in our business activities is critical to the achievement of BII’s 
mission and objectives. 
 
1.2 Policy objective  

The objective of this policy is to set out the principal risk types that BII may face, BII’s appetite for 
these risks, and how BII will manage these risks. 
 

1.3 Policy sponsor and maintenance  

The CRO is the sponsor of this policy and is responsible to review and maintain this policy and 
submit it to the Board Risk Committee for review and recommendation to the Board for approval 
at a minimum once every two years. 
The CRO is the sponsor of this policy and is responsible to review and maintain this policy and 
submit it to the Board Risk Committee for review and recommendation to the Board for approval 
at a minimum once every two years. 
 

2. Risk types 

BII has identified four main categories of risk that we may face: 

• Financial Risk – the risk of underperformance or unacceptable volatility of the investment 

portfolio return, including market, credit, counterparty, country and liquidity risks.   

• Impact Risk – the risk of failing to meet BII’s impact objectives by failing to invest in businesses 

and economies which improve people’s lives and protect the planet. 

• Operational Risk - the risk that inadequate or failed processes, people and systems result in 

business disruption, cause financial losses, negatively impact BII’s ability to deliver its objec-

tives, and potentially harm BII’s reputation. 

• Strategic Risk – the risk that BII fails to deliver on its 5-year corporate strategy. 

In addition to these risk types, BII has identified reputational damage as a consequence of any of 
the four main risk categories listed above.   
 

3. Risk appetite 

Fulfilling BII’s mission requires us to take risks – some of which we actively seek out and some 
which arise as a result of our activities. BII’s risk appetite statement describes the types of risk 
that we face, the level of risk we are willing to take to achieve our mission and how we will re-
spond to these risks. When developing our risk appetite statement, we have taken account of the 
following principles: 
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• Maximising development impact while ensuring we meet our long-term commercial hurdle. 

• Preserving our reputation so that we can continue to operate. 

• Ensuring that decisions are informed of the risks, with risk and reward appropriately balanced 

and unintended risk minimised. 

 

Regardless of our appetite for individual risks, we expect all exposures to be well understood, con-
sideration given to the most appropriate way of managing that risk, and risk to be managed in line 
with our Investment Policy and Policy on Responsible Investing. 
 
Our risk appetite statement is: 
BII is willing to take substantial risks in support of our mission and development outcomes, 
including investing in the riskiest markets and the riskiest part of the capital structure, in 
so far as they do not materially affect our license to operate.  
 

 

 
Scale Description 

Risk Seeking 
Preference is to take the risk as it is more likely to result in the successful deliv-
ery of CDC’s strategic objectives.  

Receptive 

Willing to consider all potential options and choose the one most likely to re-
sult in successful delivery of CDC’s strategic objectives. Activities will likely 
have high inherent risks, but there are plans that will result in the mitigation of 
some of the risk. 

Minimalist 
Preference for activities with a low degree of inherent risk, or risks that can be 
transferred to an outside party in order to pursue an internal strategic objec-
tive. 

Risk Averse 
Avoidance of risk and uncertainty is key decision-making parameter. Risks that 
cannot be effectively managed or transferred are avoided.  

Climate risk is defined as the risk of financial loss, diminished reputation, or reduced ability to op-
erate and deliver objectives as a result of climate-related transition and physical risks at BII or our 
investees. We invest in many of the world’s most climate vulnerable countries. The identification 
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and assessment of climate-related risks enables us to guide investment towards those solutions 
needed to increase the climate resilience of our investees and contribute towards decarbonization 
efforts. Our Fossil Fuel Policy ensures the exclusion of investments in assets highly vulnerable to 
transition risks. 
 
4. Behaviours and culture  

The culture and behaviours of staff at BII are critical to ensuring effective risk management.  BII 
encourages a culture of openness, willingness to learn and taking pride from fixing problems when 
they occur.  The expected behaviours related to risk are built into our overall values, policies and 
procedures, in particular the Staff Handbook and the Compliance Manual.  It is expected that risks 
and their management are considered in business decision making, and that all staff disclose and 
take appropriate action to mitigate identified risks. 
 

5. Governance and roles and responsibilities  

5.1 Key roles and responsibilities 
BII’s Board and Management are responsible for developing and implementing a risk framework 
which supports the identification and mitigation of risks to BII’s operations: 
• Board – The Board, as the governing body of the company, retains the overall power to deter-

mine risk policy. It makes decisions on these matters after considering recommendations from 

the Risk Committee.   

• Risk Committee – The Risk Committee is a Committee of the Board established to support the 

Board in developing a risk management framework, managing risks to a level that will allow BII 

to achieve its mission, and developing a clear understanding of the appetite for particular risks 

of BII’s shareholder and key stakeholders. 

• Management – Management is responsible for implementation of the risk management policy 

and framework within their respective areas of responsibility.  Management is responsible for 

monitoring levels of risk and developing action plans to reduce risks to within appetite if appro-

priate and escalating risk matters to the Board Risk Committee for their consideration.  Man-

agement may assign responsibility for the management of specific risks to individuals within 

the firm, referred to as ‘Risk Owners’.  Management is also responsible for setting ‘tone at the 

top’ in respect of risk management culture. 

 

5.2 Three lines of defence 
Within the company, BII generally adopts a ‘three lines of defence’ model to managing risk, as set 
out below: 
• 1st line – the functions that own and manage risk (operational management) 

• 2nd line – the functions that oversee risk (independent risk management and compliance func-

tions) 

• 3rd line – functions that provide independent assurance (Internal Audit) 
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The designation of functions or individuals within a particular line of defence is not intended to 
prohibit team working and collaboration between teams or to suggest a hierarchy between teams. 
 

6. BII’s risk management framework 

BII’s risk framework consists of the following key components: 

• Risk taxonomy and risk appetite statement – the risk appetite framework is the overall ap-

proach to establishing the risk appetite. We define the types of risk BII may be exposed to in 

pursuit of the strategy in the taxonomy. We then cascade risk appetites to each principal risk, 

where metrics and thresholds are used to measure risk exposure relative to these appetites. 

• Limit management - the risk limit represents the maximum acceptable risk exposure for a cer-

tain risk type in the portfolio and ensures that the level of risk remains within our risk toler-

ance.  

• Country risk framework – the country risk framework is established to monitor and manage 

sovereign risk associated with BII’s portfolio and investment activity.  

• Single name and counterparty risk management – single name and counterparty limit is de-

signed to avoid the risk of exposing to a massive corporate failure and associated loss of value, 

as well as to avoid the performance of a single asset dominating BII’s overall performance.  

• Stress testing – stress testing provides an estimate of portfolio losses by assuming certain 

stress (or ‘shock’, ‘haircut’) applied to the underlying investments.   

• FX risk management– monitoring FX risk exposure and FX risk sensitivity within BII’s invest-

ment portfolio.  

• Reputational Risk Committee (RRC) – the RRC is a body which considers risks to BII, arising 

from specific transactions, which may be outside of BII’s risk appetite. Transactions may be re-

ferred to the RRC at any time before or after investment. 

• New Activity Process (NAP) – the NAP ensures that there is operational readiness to support 

new activity within BII’s risk appetite. When risks are outside of tolerance, plans are put in 

place to bring the activity within tolerance before go-live. 

• Risk registers – the risk register allows risk owners to self-identify risks within their area of 

responsibility, assess them in a consistent way across BII and, if appropriate, develop action 

plans to reduce the level of risks they are running. 

• Risk event management – risk event management and reporting allow BII to ensure appropri-

ate action is taken when incidents occur and determine whether action is required to avoid re-

occurrence of similar incidents in future. 
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 linkedin.com/company/british-international-investment 

Twitter @BritishIntInv 

British International Investment plc is regulated by the Financial Conduct Authority. Registered address as above.  

Registered in England No. 3877777 


