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Risk Management Culture

RiskCultureis the & (I 2af'tBe (I 2 ksbiapedby
the values, strategies, objectives, beliefs, risk
tolerances and attitudes that form how
everyone.. viewsthe trade off betweenriskand

return.

-RMAEnNterpriseRiskCouncll



The Rislntelligent Organisation

Risk managementis about bringing a perspective to the
managemeniof complicatedissuesin complexorganisationsit
IS aboutthe managemen{andnot the avoidancepf risk

It helpsto prioritise your work and that of others in a fast
moving context with an approachthat is better than simple
Intuition andwhichfaclilitatescommunicationbetweenpeople

It isa style of thought, andis definitely not a paperchase

-RichardAnderson



Simple intuition Is not good enough

Never in all history have we
harnessed such formidable
technology. Every scientific

advancement known to man has
been incorporated into its design.
The operational controls are sound
YR FT22f LINRP2TFHE
E.J. Smith, Captain of the Titanic




* Pinnacle costhe shareholders more than 3[|l][|

1.8 Billion randin less than a month
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Global Corruption Index

Corruption Index
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AlGc a conservative insurance company started in "
1919 that in 2005 took on tens of billions of risk

associated with mortgages. It insured tens of billions p
of derigﬁyes against default, %ﬁot purchase 3
reinsurance on that riskSecondiyit usedollateral ST
on depositto buy mortgagebacked securities.
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Ad ¢ K<k associated witkhe credit
defaultswapsportfolio isclosetoy A f @

Ad listhard for us, without being flippant,
to even see a scenario within any kind o
realm of reason that would see us losing
a dollar in any of those transactiohs

Ad ¢ K<k actually undertaken is very
modestandNB Y 2 (I S €



Aug 2007 losses totalled $1.5 Billion
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Oct 2007c losses totalledb4.5Billion
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Feb 2008 losses totalled5.3Billion
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May 2008¢ losses totalled20.6Billion
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Aug 200&; losses totalleds26.2Billion
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~ Sep 200§, losses totalledb30.5Billion

Sep 16 2008- The Federal
Reserve, with the support
U.S. Treasury, authorizes

the
Ne

York Fed to lend upgio $858illions ..
to AlG through a rey@lvingi€redit
facility In return for @ 9.9%#equi

Interest.
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t o/ Qa H nkcononidd CaindelStirvey

Figure 2: Prevalence of economic crime since 2005

—a— South Africa  —e— Global

Q: Has vour organisation experienced any economic crime within the last 24
months?

t g/ Q& Hnmn Df2olf 902y 2YAO
Crime Survey



t o/ Qa H nkcononidd CaindelStirvey

Consequences of businesses perpetrating economtic crime

Reputational damage Public disfavour

Product/service boycotis
Megative media attention
Civil litigation

Falling share prices

Financial damage Loss of future business
Legal costs defending civil litigation/claims
Operational damage Disruptions caused by criminal/regulatory investigations
Loss of crtical talent pool and employee morale
Occurrences of economic crimes perpetrated by businessesftme

indicativeof larger organisational problems such as failure of key internal controls or
lackof appropriate tone from the top.

t g/ Qa wnmn Df2o6lf 902y2YAO
Crime Survey



Deloitte.

To assess the prevalence of
board-level risk committees in
large publicly held companies
around the world, Deloitte
analyzed 400 major companies
in eight countries: Australia,
Brazil, China, Mexico, the
Netherlands, Singapore, the
United Kingdom, and

the United States.

Here's whar we found:
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Download the full report at
wwnw. deloitbe. comiriskcommittess

As nsks rise, boards respond

A global view of risk commuittees
Prevalence of board-level risk committeas
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The nine hallmarks of teperforming ERM programs:

Boardlevelcommitmentto ERM as a critical framework for successful decision malkidg
drivingvalue

Dedicatedrisk executivein a senioflevel position, driving and facilitating the ERM process
ERMculture that encourages full engagement and accountability at all levels of the organizatio
Engagemenbf stakeholdersin risk management strategy development and policy setting
Transparencyof risk communication

Integration of financial and operational risk information into decision making

Useof sophisticatedjuantification methods to understand risk and demonstrate addedue
throughrisk management

|dentification of new and emerging risks using internal data as well as information from
externalproviders

Amove from focusing on risk avoidance and mitigation to leveraging risk and

riskmanagement options thagxtract value

Aon Survey 4/13/2010



Benefits of ERM

More effective strategic and operationaplanning: Alignment of objectives and risks
across the organisation

Greaterconfidencein decision makingand achievement of operational and strategic
objectives

Greaterstakeholder confidence Transparency & Sustainable capability
Early warningsystem (visibility and reporting of significant risks): Avoid surprises

Proactivemanagement of risk rather than reactive (the cost of reactive management:
time and reputation; prevention is better than cure)

Effectiveuse of resources an@rotection of assets
Cost effectiveinternal controls and control strategy
Evidence of astructured / formalised approachn decision making

Regulatory complianceand director protection



Taking Risk Management Seriously:
Formalised Systems Approach

"Wo! | can’t be bothered to see any crazy
salesman -- we've got a battle to fight!” ( ’

Source unknown BARNOWL



IntegratedRisk, Compliance and Audit:
you cannot manage what you cannot measure
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