
What is
risk tolerance?

Risk tolerance is the step between understanding the risk and deciding how to 
manage it. It involves the consideration of technical information alongside legal, 
organisational, financial, and social factors in a structured, transparent way.

It asks two key questions:

What is our capacity
 and willingness 

to bear risk?

When does the cost of 
inaction outweigh the 

cost of action?

When might you apply risk tolerance?
Risk tolerance may need to be considered when managing an imminent risk to 
the community or infrastructure, or when developing policies that aim to manage 
future risk.
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