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What is Strategic Risk Management?

Strategic risk management (“"SRM?”) is a business discipline that drives
deliberation and action regarding uncertainties and untapped
opportunities that affect an organization’s strategy and strategy execution.

GAINING VALUE FROM THE RIMS STRATEGIC RISK FRAMEWORK

Strategy .
Risk appetite and tolerance Risk Appetite Control
statements for key Framework Framework
risk categories .

= “— L
Scenario and
Stress Testing
»”
y ‘
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Risks related to objectives
achievement and risks
arising from plans
to meet objectives

Calculation of investment, Emerging & Integrated
resource needs and Dynamic Enterprise
capital allocation Risks Risk Profile
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Value Creation or Value Protection?

1. How does the
organization intend to
create shareholder and
stakeholder value?

2. How does the
organization intend to
protect shareholder and
stakeholder value?

Risk = an uncertain future outcome

that can either improve or
worsen our position

e
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Interplay of Value Protection, Value
Creation and Value Destruction

In the past 12 months, which organizations have
created value (describe how)
*protected value (describe how) and

*destroyed value (how)

Ottawa ..
Capital ConneXions
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Poll — Show of Hands

To what extent is the risk management discipline integrated with
strategic planning at your organization?

1. Highly integrated

* for example, risk practitioner(s) included as part of planning team

1. Moderately integrated
*for example, risk practitioner(s) involved in strategic plan review

1. Partially integrated
*for example, risk practitioner(s) identify strategic risks for planning

1. Not integrated at all

2. We do not have an explicit strategic planning process

Ottawa .

Capital ConneXions
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Poll Results from RIMS SRM Webinar

To what extent is the risk management discipline integrated
with strategic planning at your organization?

60
Highly Integrated

50

Moderately

Integrated 40

Oo Responses

Partially 30
Integrated

20

Not Integrated
10
No explicit
strategic
planning process 0

H \l
Date of poll August 4, 2011

Ott wa
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SRM as the New Core Competency

If ERM encompasses all areas of organizational exposure
to risk, including strategic, why is SRM the new core

Reportmg Compllance

Operatlonal \ I

Governance

Reputational

..andthe
rest

]
Ottﬁwa
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Findings: The Five Reasons ERM Fails
Strategic Risk Management Lab — DePaul University

1. Risk Management is not connected or integrated with Strategy and
Strategy Execution.

2. Risk Assessments are focused on the wrong risks, not focused on
strategic risks (“80/20 rule™).

3. Risk Management is not executed as a continual and repeatable
process.

4. Risk Management “silos” create barriers.

5. Risk Management is not viewed as value-added.

(ERM is often under-resourced and under-networked in the

et e
/// R |MS Page 10
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Is SRM a needed Core Competency?

In their 1990 Harvard Business Review article, C.K. Prahalad and Gary Hamel
introduced the concept of core competence and there are some striking
applications to strategic risk management:

1."core competence is about harmonizing...“ (harmonizing risk management
capabilities and processes)

2."core competence is communication, involvement and deep commitment to
working across organizational boundaries" (i.e., avoiding the silo problem
which is prevalent in risk management). Silos create blind spots and
redundancies, but they also present barriers to further developing strategic risk
management as a core competence.

3."core competence does not diminish with use. Unlike physical assets, which
do deteriorate over time, competencies are enhanced as they are applied and
shared” "core competencies are the collective learning in the organization....”

Opportunity to develop SRM as a core
competency and increase the value

ARINZ
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Company A or Company B

Which has managed strategic risks and opportunities better?

Company A

Company B
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Which has managed strategic risks and opportunities
better?
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The LEGO Group Risk Management
has evolved over the past 5 years

Active Risk &
Preparing for Opportunity

Enterprise

Uncertainty Planning M Simulations

Monte Carlo

(AROP) Management

With a 40% average growth of profits ﬁﬁv

ﬂll)ﬂ
© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission.
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The LEGO Group Uses SRM to Drive Results

* Most risk management
was in place for years

* LEGO added strategic
risk management late
2006

* LEGO defined and
implemented a
consolidated ERM
reporting from 2007

* LEGO defined its risk
appetite, and reporting
up against that in 2008

Strategic | Operational

Employee
Safety

IT
Security

© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission
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Simulation has enhanced LEGO’s
understanding of uncertainty

2010 Budgeted EBITactua - MDKK

LEGO applies Monte Carlo simulation
on ...

* Budget- and estimate BT Sensiivy Ay
uncertainties to show earnings
volatility and pinpoint key drivers B
based on input from business —
controllers e I

A

Simulation on ERM risk portfolio to : T
consolidate risk exposure and Net Gross e
identify 5% worst case scenarios — “E3R” “E3R” e
which is the base of our defined risk Effect of mitigation B e

appetite

© Copyright LEGO Group 2011 - Do not copy or
redistribute without express written consent of Mr. Hans
Laessoe. Used with permission.

* Simulation of credit risk portfolio
as “tool” to have a more frank
discussion with insurance partners

Capital ConneXions

5% of simulations
/// RIMS Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved. Page 16
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LEGO uses Active Risk & Opportunity Planning
for Project Business Cases

Active Risk & Opportunity Planning 1 -Risk & Opportunity Identification
Project Name
. . . ]
* Systematic process defined in B S
. . . 101 :Group A Name 1 Issue 1 Active Risk & Opportunity Planning 2.1 - Defining Scales
collaboration with project
T s s Grade Very High High Medium Low Very Low
“Process Expert Network”™ - B "
105 G E it T Financial Beneft of project DKKm{ G0
. v o T ipocees Grade Very High High Medium Low Very Low
° Standard Ized Excel—based Financial Bensht (DKKM) Bl H 560 150 160~ 56 ) : <5

Benefit B

Active Risk & Opportunity Planning 2.2 - Assessment

tool developed and

H No. RIO Name Issue/Description Impact __Impact rationale Probability Probability rationz!= Priority
| l I I p el I Ien e 101 Name 1 Tssue 1 M This s due (o H The 10% is based on 2
102 fiame 2 ssue 2 il T

Active Risk & Opportunity Planning 3 - Gross Prioritization ik
Project Name

* Mandatory for strategic :

Gross

bfvubl’

projects, lighter edition used N s - :
for other projects — embedded . - ;
In approval proceSS B IE‘,SU:\‘::l:iveRisk&C!m:uortunity'F‘Ianning 3 4 - Handling

Project Name

03] fiame 3 issi
* Done as part of preparing the - L= —

_No. Name Priority _Owner what monitoring to enable timely action __risks and/or maximize opportunities)
H 1 ame 1 2 Jack We monitor .. to We have established a backup . to ..
project business case e o
ame 3 -4
Active Risk & Opportunity Planning 5-R it
. Project Name
Gross Assessment (before handling) Net Assessment (after handling)
Across all types of business —
No. _MName Impact _ Probability _ Priority _ Indicators Actions Taken Impact__ Probability _Priority
H - H 101 Mame 1 M H -2 We monitor ... to ... We have established a L M -3
projects within the LEGO e
2 Name VH L —— i L 54
3 Name L VL -4 VL L -4
G ro u p 4 ame L 3 H 2
5 ame: H L -2 H VL 2
Active Risk & Opportunity Planning 6 - Follow-Up .V L — L 3 -
Project Name
Net Assessment (after handling) Follow-Up Data \
No. _Name Impact _ Probability Priority  Status __Impact _Comments
104 Name4 M H 2 Active
105""Name 5 H Wi 2 ‘Active

101 Name 1 L M -3 Resolved A close call, but the risk did not
:

e Ottawa ..

“apital ConneXions
© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission. gl

/// RIMS Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved. Page 17

the rigk management s



http://rimscanadaconference.ca/

LEGO uses strategic scenarios as mind-setters
and resilience testing

* Based on 12 mega trends from
IMD/WEF, LEGO developed four
strategic scenarios

* These were first used to open
peoples minds before defining
strategies for 2015/2022

* LEGO then developed a process
and framework for defining the
issues of strategic resilience

As well as a framework for
prioritizing our handling efforts

« Systematic and validated testing is
mandatory for a defined set key
strategies as part of deep-dive
preparation and discussion

© Copyright LEGO Group 2011 - Do not copy or
redistribute without express written consent of Mr.
Hans Laessoe. Used with permission.

JRIMS

Evolution

Likelihood of the development

—

High

Low

More of
the same

uonnjonay

competltl KISntficdlagucs Handling/resilience

Overa

1. More of the same

Some growth in consumer spending, driven
by RDE markets. Technologies emerge, but
impact on toy industry is limited/fragmented.
E-tailing is growing and traditional retailers
are pressured— but no major changes.

2. Brave NewWorld

Significant growth, driven by Asian markets.
Educational overhaul of info peer-leaming
where leaming content is mandatory.
Distributed and collaberative product

Il Strategic Response

The continuing story of not being caught
indoing something wrong

= Some efforts needed to remain part of the

“good guys team” e.g. “cradle to cradle”
documentation

= Openness in enhanced

« NGO's and consumer groups multiply

and get stronger and global — fast

« Complying with legal requirements is not

good enough — added benefit is needed

+ Globalization is almost exploding

sues amongst consumers —

Y7

e pied with other things
—\ overdrive on oompllanoe to
t driven by pr

+ Adhering to and systematic 3~ party

auditing on “Global Compact”

+ Documented adherence to the disclosed
“Planet Promise”

« Liaise with key NGO's
« Scan blogs/internet for expectation on

“good performance” on governance

+ Actively use social media to tell the

stories we can positively tell

+ Increased monitoring of key legislative

processes (especially US)

+ Close(r) liaison with partners to reduce

ihood of

egislative overdrive and
driven by “other motives” of
m
J n is effectively halted

1ds for openness —but no

iands for “high performance”

N

‘don't get caught™

Adapt Act
J
N
Park Prepare
U
Slow Fast
Speed of change

Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved.

1
+ Focus on extremely close compliance
with defined legislation

+ Massive monitoring of and lobbying on

legislation — also on minor country/state
level

= Localrepresentation everywhere relevant
+ Enable openness on governance

practices and results

* Outperform the competition

o

Ottawa

Capital C onncans

Page 18


http://rimscanadaconference.ca/

LEGO has grown and profited far beyond the
market it is a part of

2006-2010 Sales has shown a

20% average growth rate

3000

2500

2000

-

o

o

o
|

500 |

LEGO Group Net Sales mUSD (2011 IER)

1500 -

LEGO Group Return on Sales (ROS)

2006

2007

2008

2009

2010

30%
25%
20%
15%
10%

5%

0% -

Profitability has developed
“quite satisfactory” as well

2006 2007 2008 2009

| i
Ottawa ..
Capital ConneXions
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e

© Copyright LEGO Group 2011 - Do not copy or redistribute without express written consent of Mr. Hans Laessoe. Used with permission.
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The Strong “Resilient” Organization

What can we learn from High Performance Companies?

ETHICALLY
RETURN DRIVEN MAXIMIZE STRATEGIC RISK INVESTOR
STRATEGY T MANAGEMENT e
FULFILL TARGET
OTHERWISE UNMET APPROPRIATE cusl;'l'g:("‘ER M"R'é"fr
CUSTOMER NEEDS CUSTOMER GROUPS
— —
_ —
INNOVATE R o) BRAND INNOVATION RS stﬁﬂﬁbu
OFFERINGS OFFERINGS RISK o
N ——— ]
essss— —— ==,
BARTNER MAP AND ENGAGE BALANCE COMMUNICATE PARTNERING VALUE CHAIN EMPLOYEE. PLANNING COMMUNICATION
DE IHERATEDY REDESIGN EMPLOYEES AND FOCUS HOLISTICALLY RISK RISK ENGAGEMENT RISK RISK
PROCESSES OTHERS AND OPTIONS RISK
. .
[ GENUINE ASSETS [ GENUINE ASSETS AND UNIQUE CAPABILITIES AT RISK
[ VIGILANCE TO FORCES OF CHANGE [ EMERGING EVENTS RISK ~ SUSTAINABILITY RISK  FINANCIAL MARKETS RISK  REGULATORY RISK
' DISCIPLINED PERFORMANCE MEASUREMENT AND VALUATION [ GOVERNANCE RISK FINANCIAL REPORTING RISK VALUATION RISK FRAUD RISK
Version 7.2 Copyright ©2000-2007, Frigo and Litman et ©Copyright Mark L. Frigo and Richard J. Anderson 2009

Return Driven Strategy Framework Strategic Risk Management

Describes the strategic activities necessary Framework )

to create shareholder value Describes the interrelated risks ofai
organization and how they impggts -

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. SM@QQL@QR Yeal.u& .
/// RIMS Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved. Page 20
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Return Driven Strategy

ETHICALLY
MAXIMIZE
‘WEALTH

FULFILL
OTHERWISE UNMET
CUSTOMER NEEDS

TARGET
APPRODPRIATE
CUSTOMER GROUPS

o —

INNOVATE
OFFERINGS

S

B ———

DELIVER
OFFERINGS

——

BRAND
OFFERINGS

e

PARTNER
DELIBERATELY

MAP AND
REDESIGN

PROCESSES

ENGAGE
EMPLOYEES AND

OTHERS

BALANCE
FOCUS

AND OPTIONS

COMMUNICATE
HOLISTICALLY

GENUINE ASSETS

VIGILANCE TO FORCES OF CHANGE

— — —

<

lersion 7.2

Understanding the Rise and

Copyright ©2000-2007, Frigo and Litman

DISCIPLINED PERFORMANCE MEASUREMENT AND VALUATION

Decline of Companies and
Business Units

ARIMS

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express wrth a%ggf §”§t$@ymed with permission. Capial Co
Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved.

High performance isn’t permanent.
Every high-performance company we
studied faces the risk of fading. Some
have already begun to fade in either
returns or growth or both.

In every case, the reasons for fade
can be charted to how the tenets of
Return Driven Strategy were
neglected or could not be executed.

Meanwhile, the rise of these
companies’ performance and the
sustainability of high performance
can be attributed to attention to these
tenets.

Companies with mediocre or poor
performance demonstrate significant
gaps in their business models when
viewed through the lens of Reﬂﬁ

tmwa

Page 21
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Consider the case of the adidas Group

CFROI 7 (Economic Return)

Chart Options | Peer Compare

E 20 20
TRRE 0
£ 10
3 —————
: , H_NH :
®og 3 0
u . FY:12/2010
E oS 5
E IU 1 1 1 1 1 1 1 1 1 1 1 1 1 IU
E 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014
Asset Growth (1) (Change in Inv. Capital) Peer Compare
2 4 ;
] 3
s &
e i ;
U] R 16
2 2l
n i} N == | —_ il
4 5 Qo 5
IU 1 1 1 1 1 1 1 1 IU
1990 1992 1994 1806 1998 2000 2002 2004 2006 2008 2010 2012 2014
Total Shareholder Return 7
E 249 Relative to MSCI Europe Index 249
£
o 1l 121
iy - “—
Y 57
3
ﬁ 25 1 1 1 1 1 ] 1 1 1 25
19490 1993 1996 1949 2002 2005 2008 2011 2014

Discount Rate (%)

Maormalized Growth Rz

RETURN DRIVEN
STRATEGY

PARTNER
DELIBERATELY

ETHICALLY

MAXIMIZE
WEALTH

FULFILL
OTHERWISE UNMET
CUSTOMER NEEDS

TARGET
APPROPRIATE
CUSTOMER GROUPS

DELIVER

INNOVATE OFFERINGS

OFFERINGS

BRAND
OFFERINGS

MAP AND
REDESIGN
PROCESSES

ENGAGE
EMPLOYEES AND
OTHERS

BALANCE
FOCUS
AND OPTIONS

COMMUNICATE
HOLISTICALLY

GENUINE ASSETS

VIGILANCE TO FORCES OF CHANGE

DISCIPLINED PERFORMANCE MEASUREMENT AND VALUATION

Version 7.2

Copyright ©2000-2007, Frigo and Litman

1

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo. Used with permission
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the risk management society
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adidas Group 2010 Annual Report
Risk and Opportunity Management System

- adidas Group risk and
Gd I dQS opportunity ﬁ'lanagement system

GROUP

Supervisory and Executive Boards

Group Risk Management
- Risk management policy & methodology
- Support

Y A
V A

Monitoring &
Reporting

Handling | Risk Owners ' Identification

Bvaluation

Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved.
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adidas Group 2010 Annual Report

ARIMS

Corporate risk overview

02

adidas

Likelihood of cccurrence

Potential financial impact

Strategic and operational risks

Macroeconomic risks Likely Significant
Consumer demand risks Likely Moderate
Industry consolidation risks Probable Significant
Hazard risks Unlikely Major
Risks from loss of brand image Possible Significant
Own-retail risks Likely Moderate
Risks from rising input costs Highly probable Major
Supplier default risks Possible Moderate
Inventory risks Possible Moderate
Customer risks Highly probable Major
Regulatory risks Likely Significant
Risks from loss of key event or promotion partnerships Likely Moderate
Product design and development risks Possible Minor
Personnel risks Likely Moderate
IT risks Unlikely Significant
Compliance-related risks

Legal risks Possible Moderate
Social and environmental risks Probable Moderate
Risks from product counterfeiting and imitation Highly probable Moderate
Product quality risks Possible Moderate
Risks from non-compliance Unlikely Minor
Financial risks

Credit risks Possible Moderate
Financing and liguidity risks Unlikely Minor
Currency risks Highly probable Major
Interest rate risks Highly probable Moderate

Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved.

GROUP

»”

X
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adidas Group 2010 Annual Report
Corporate Risk Overview

Corporate risk overview =
adidas

Strategic and operational risks G RO U F
Macroeconomic risks

Consumer demand risks

P . INVESTOR

Industry conselidation risks STRATEGIC RISK RISK

Hazard risks MANAGEMENT

Risks from loss of brand image '

Own-retail risks CUSTOMER MARKET

Risks from rising input costs RISK RISK

Supplier default risks

Inventory risks 1

Customer risks INNOVATION OPERATIONS BRAND-

Regulatory risks RISK RISK REPL;T:IION

Risks from loss of key event or promotion partnerships

Product design and development risks EMPLOYEE ) \

Personnel risks PARTNERING VALUE CHAIN T A LD PLANNING COMMUNICATION
- RISK RISK RISK RISK

IT risks RISK

Compliance-related risks
Legal risks [

GENUINE ASSETS AND UNIQUE CAPABILITIES AT RISK

Social and environmental risks
Risks from product counterfeiting and imitation

[ EMERGING EVENTS RISK SUSTAINABILITY RISK FINANCIAL MARKETS RISK REGULATORY RISK

Product quality risks GOVERNANCE RISK FINANCIAL REPORTING RISK

VALUATION RISK FRAUD RISK

Risks from non-compliance e ——————————————————————

Financial risks

Credit risks

Financing and liquidity risks
Currency risks

Interest rate risks

/// th ik management ocicty © Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo

@Copyright Mark L. Frigo and Richard J. Anderson 2009
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Opportunity Management

Value, Strategy and Performance Metrics Discussion
*Are you moving your program from risk management to risk opportunity?
*How are you delivering more value through risk than just the governance aspect?

*What practices are you using that are being recognized (e.g., by board,
management, other stakeholders) for creating value for your organizations?

*Describe involvement with strategy setting and execution at your organization.

*What performance metrics do you use for ERM, in addition to risk avoidance?
Would these be different from a governmental agency perspective?

*How have you worked with strategic management to measure strategic risks,
monitor them, and especially develop them into opportunities? What process is used
for developing the measure/metric?

o

Otmwa

/// R |MS Page 26
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adidas Group 2010 Annual Report

adidas

GROUP

ARIMS

Corporate opportunities overview

Strategic and operational opportunities

Favourable macroeconomic developments

Growing importance of sports to fight obesity

Ongoing fusion of sport and lifestyle

Emerging markets as long-term growth drivers

Women's segment offers long-term potential

Increasing consumer demand for functional apparel

Growing popularity of "green” products

Social media offering new ways of consumer engagement

Strong market positions worldwide

Multi-brand approach

Personalisation and customisation replacing mass wear

Exploiting potential of new and fast-growing sports categories

Expanding distribution scope

Cost optimisation drives profitability improvements

Financial opportunities

Favourable financial market changes

© Copyright Dr. Mark L. Frigo 2011 - Do not copy or redistribute without express written consent of Dr. Mark L. Frigo
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SRM as part of ERM at the &J shsatonma
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ERM is intended to support the
achievement of our strategic objectives

“Never forget- decision-making is all about
taking risks. You cannot eliminate risks. It is futile.
The bigger your job, the greater the risks you
should be taking.

The idea is not to try to eliminate risks, but to take
right risks.”

Peter F. Drucker

UNIVERSITY OF O’tgk
SASKATCHEWAN

Page 29
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Sample Enterprise-level Risk Categories

Financial Risks Strategic Risks

* Credit default * Growth Strategy
* Market risks * Competitive Threat

- Currency/foreign exchange * Research and Development

fluctuations * Channels and Networks

* Client/Industry Changes

_ * Brand/Reputation Mgmt
Business

Risks
* Property Damage * Governance

* Employee Injury/lliness * Information Systems

* Natural Disasters * Accounting/Control Systems
* General Liability/Legal Risks * HR/Key People Issues

* Business Interruption * Supply Chain

* Product Contamination * Commodity & Labour Costs

* Liquidity, cash flow issues

Hazard Risks Operational Risks

UNIVERSITY OF
SASKATCHEWAN
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Strategic Risk Drivers in Higher Education

2.1 Examples of the Drivers of Key Risks

Y
EJ:‘ER“ALL DR"’E ™

1)

2)

3)

CGASH ALOW
INTELLECTUAL CAPTTAL

II\ITERNALLY DRIVEN

mm: 4)

. P -

SUPPLIERE

©)

@ AIRMIC, ALARM, IRM: 2002

UNIVERSITY OF
SASKATCHEWAN

The maturing of the country and
the national higher education
landscape

Changes in funding for
universities, particularly in federal
government funding

Canada’s continuing weak
innovation performance

Changing local and national
expectations of universities

Technology and its impact on
how we organize our activities,
and

The international higher
education context, partlcularI‘ V

Europe and China
Ottawa“:;,;
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Strategic Directions

* Attract and retain outstanding faculty

* Increase campus-wide commitment to research, scholarly
and artistic work

* Establish the University of Saskatchewan as a major
presence in graduate education

* Recruit and retain a diverse and academically promising
body of students, and prepare them for success in the
knowledge age

UNIVERSITY OF Orawa ..
SASKATCHEWAN
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ERM Organizational Framework

Responsible for
strategic planning

process

/

/

President’s Executive

Committee

‘ Board of Governors

Audit Committee of the Board

/k

TN
4

Provost’s Committee on
Integrated Planning (PCIP)

- )--{»

\

President

—

Risk Management Steering Committee

=

Responsible for risk
management process

7

/

Operational Risk Management Group

Risk Management
and Insurance
Services

Risk
Information

and Metrics

- Colleges

Information Student & Health Safet
Technology Enrolment Campus y Human
: e Safety & Resources
Services Environment
Financial Facilities Others
icati Services
Communications Division Management e.g. Research Services,
Division Audit Services, etc

SASKATCHEWAN

& Units

-

ERM
Policies

»”

Y

N

Ottawa ..

Capital ConneXions
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Risk Management links with Strategic /
Integrated Planning

Risk Management ‘informs’ strategic planning and provides
Input and context to assist in decision-making and resource
allocation

Strategic plans and objectives are key considerations in
determining top risks

Risk Management steering committee and integrated planning
advisory committee have common members, and meetings
are “co-scheduled”

Proposals are required to identify effects on top risks

Emphasis on building risk management capability and
capacity to use to our advantage, i.e. intelligent risk taking b
N

UNIVERSITY OF Orawa ..
SASKATCHEWAN age 31
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ERM process is a continual and repeatable cycle

Develop and
monitor

Risk Management Steering Committee

Quarterly

+ Review and report progress on ‘Top Ten’ ERM
risks

+ Report on new risks and significant developments
regarding other ERM risks from risk register

Annually

+ Assign ‘risk owners’ and monior progress

+ Assess risks, validate mitigation measures and
approve updates to risk register and risk map

+  Oversee development of ERM framework and
policy

Risk Management and Insurance Services:
+  Produce and maintain risk register and map
+  Primary support to RM Steering Committee

¢+ Liaison and resource to risk owners

Colleges and Units

+ Deans and unit heads provide Steering
Committee with input for risk register, e.g.
identify college-level risks and ERM level
risks from college view

+ Review and provide feedback regarding ‘Top
Ten’ ERM risks and others as appropriate

UNIVERSITY OF
SASKATCHEWAN

REPORT
EVERY
3 months

Review and
validate

President’s Executive
Committee

Quarterly

+  Review progress report on ‘Top
Ten’ and other ERM risks and
provide feedback

+  Review and validate risk
register and risk map as needed

+ Identify and prioritize ‘Top Ten’
ERM risks

+ Provide direction and input to
development of ERM framework
and policy as needed

FEEDBACK TO STEERING COMMITTEE

Provost’s Committee on
Integrated Planning (PCIP)

Provide input into risk register from
Integrated Planning perspective
Consider and incorporate Top Ten ERM
risks and risk register into Integrated
Planning process

REPORT
EVERY

6 months

FULL REPORT
EVERY
24 months

Review and
respond

Audit Committee of the
Board of Governors

¢+ Receive and review risk register
and risk map

+  Review and respond to ‘Top
Ten’ ERM risks

+  Provide Board oversight of ERM

Deans’ Council

Planning Committee of Council

Review and respond to ‘Top Ten’ ERM
risks and other risks as appropriate
Consider ‘Top Ten’ ERM risks and other
risks to inform planning activities. ‘ﬁ
Ottawa ..

Capital ConneXions
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Top 10 and Top 20 process

Focus on strategic risks and “enterprise-level” risks of any category

* Engages President’'s Executive Committee and other senior
management to consider the most critical ‘strategic’ risks at a point
in time

* Ensures that Top 10 risks are tracked closely and discussed
frequently by senior management and board.

* Supports common understanding of risks affecting strategic
objectives, our Risk Management capacity and effectiveness

Ottawa ..
Capital ConneXions

UNIVERSITY OF
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So, how does ERM actually help us achieve
our strategic objectives?

University of Saskatchewan
Strategic Directions Update

April 2010

“We are determined to make the changes
that are required to place the University of
Saskatchewan among the most distinguished
universities in Canada and in the world.”

President Peter MacKinnon

UNIVERSITY OF
SASKATCHEWAN
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Strategic Risk Assessment:

A First Step for Improving

GATHER
DATA AND VIEWS
OF STRATEGIC
RISK

Strateglc Risk
Management
Framework

PREPARE
PRELIMINARY
STRATEGIC RISK
PROFILE

Frigo and Anderson, “Strategic Risk Assessment:
A First Step for Improving Risk Management and
Governance”

UNDERSTAND
THE STRATEGY
OF THE
ORGANIZATION

IMPLEMENT
STRATEGIC RISK
MANAGEMENT

ACTION PLAN

VALIDATE
AND FINALIZE
THE STRATEGIC
RISKE PROFLE
COMMUNICATE
STRATEGIC RISK
PROFILE AND
ACTION PLAN
DEVELOP
STRATEGIC RISK
MANAGEMENT

Management

# mitlgatlon actlvities
# rlsk monltoring

# updating process
# risk raporting

# directors

# sanlor management
# lIne managamant
# GRC functions

Strategic Finance (December 2009): and Frigo and ACTION PLAM R
Anderson, Strategic Risk Management-A Primer for Strateglc Risk Allgnment Guide ) "
Directors and Management Teams (2011). Used with Capital Cicfnexit;:s‘
JRTM
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Integrated in

Create and Protect Shareholder
and Stakeholder Value

Strategy Settin

Financial

Profitable Growth from

Increase Value from

Organizational

. . . Improve Productivity New Technologies and Existing and New Efficiency and
Strategic Objectives Services Customers Leverage
Customer Cost & Quality Develop Technologies Deliver Highly

Strategic Objectives Leadership

to Improve Cost &
Performance

Valued Solutions

Customer Focused

AN

1- Operational

Strategic Themes

D

2-Create Value with

D

3-Grow High Value

VR

4-Organizational

Excellence Techno|ogy Customer Relationships Alignment
Reduce Disciplined Investment Improve Pricing Communication and
costs in New Technologies Discipline Teaming

Improve quality and
costs
continuously

Internal Process
Strategic Objectives

Eliminate non-value
added processes

Risk Management:
Liability for Failures

Drive Packaging
Technology

Leverage
Technology

Licensing

Risk Management:
Protect IP

Enable Rapid New
Product introduction

Leverage an Open
Collaboration
Technology
Transfer Model

Risk Management:

Protect Customer
Information

Information Sharing

Roles and Alignment

Risk Management:
Strategic Risk
Assessment

Risk Management:
ERM Initiative

AN

Capabilities and

AN

Growth
Strategic Objectives

Scorecard and
Strategy Maps

Develop Balanced  Retain and Develop
Critical Talent

Develop
Strategic Risk Managemen
Skills and Culture

A\

A

Organizational Alignment “Create a High Performance Culture and Infrastructure” II

Develop Leadership
and Execution-Driven
Culture

Enable and Encourag
Continuous Learn
and Knowledge S

tldwa .,

Capital ConneXions

Source: Frigo, Mark L. and Richard J. Anderson, Strategic Risk Management: A Primer for Directors and Management Teams (2011). Used with permission.
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Integrating in Strategy Execution
2 1

*Strategy Maps w/ risk obj. *Mission, Value, Vision
*Measures / Targets *Strategic Analysis
*Risk Appetite *Strategy Formulation
*Initiative Portfolios *Strategic Risk Assessment
*Funding / StratEx/RiskEx
Performance TEST & ADAPT
ALIGN THE ORGANIZATION Strategic Plan___[ialialiing - .
5 . *Strateav Maps Profitability Analysis
*Business Units gy Map > -Risk Analvtics 6
. : *Balanced Scorecard ISk Analy _
3 Support Units _ E Strat
*Risk & Control Unit *StratEx/RiskEx merging slrategies
IS ontro S *Emerging Risks
*Employees
*Board of Directors
Results
PLAN OPERATIONS Oberatina Plan MONITOR & LEARN
*Key process improvement *Sales Forecast *Strategy Reviews 5
4 *Sales planning *Resource Requirements *Operational Reviews
*Resource capacity plan *Dashboards »| *Risk Management
*Budgeting (RiskEXx) *Risk Dashboards Reviews/Profiles
Performance
*Budgets
measures
Results

EXECUTION ‘ v
Adapted from: Kaplan and Norton, The Execution Premium m Ottaw a .

(Harvard Business School Press, 2008) Capital (onncans
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Thank You

Wrap Up

Please explore RIMS ERM

*Questions Center of Excellence

*Key Takeaways

¥ RIMSCANADA &

-4

/// RIMS Copyright © 2011 Risk and Insurance Management Society, Inc. All rights reserved. Page 41
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