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◦ ȩɣƒɣǁȩƒɋ ¸ɣʻˉȩˉ˞ˉȩɴɣʻ ˉɴǌƒ̈ ǟɣǁɴ˞ɣˉǟʫ
many risks that can impact their 
operations, reputation, and financial 
stability. Effectively managing these 
risks is crucial for maintaining stability 
ƒɣǌ ƒǁȞȩǟ˻ȩɣȊ ʻˉʫƒˉǟȊȩǁ Ȋɴƒɋʻ╖☺1
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Gainin g an understanding

- Conducting interviews with applicable personnel in each 

operational area to gain insight on how these areas function 

and changes they have experienced since the last interview

- Review existing policies and procedures

- Review Board meeting minutes

- Revisit most recent internal audit reports 

- Review regulatory examination reports 

- Review external audit reports 

Based on this understanding, perform 

a risk assessment for the purpose of 

designing a risk -based, tailored 

internal audit plan for the Company.

APPROACH
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INHERENT RISK ASSESSMENT

Inherent Risk is defined as the likelihood a risk will materialize absent the control environment. An assessment of 

Inherent Risk should be performed for each risk category and is made at both the overall area level (e.g., investments) as 

well as the key process level within that area (e.g., valuation, etc.). 

As part of the inherent risk assessment, the potential impact of each risk should be considered, including the impact to 

the following:

¶ Members (confidence and/or market share)
¶ Financial reporting
¶ Earnings and cash flow
¶ Internal resources to address the matter

Based on these factors, both the potential likelihood of a risk not being mitigated, and the associated negative impact, 

should be considered in assigning an Inherent Risk rating to each key process.
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INHERENT RISK RATING

HIGH
Å An issue materializing is likely

Å Significance of impact would likely be 
high

MODERATE

Å An issue materializing is more likely 
than not

Å Significance of impact would likely be 
moderate 

LOW
Å An issue materializing is unlikely
Å Significance of impact would likely be 

low 


