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Enterprise Risk Management —
Key Elements
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Articulated framework and process
= Why and how we will assess risk
= Key roles, responsibilities, and authorities

Criteria
= Risk appetite (willingness to accept uncertainty in order to
earn a return, improve, learn, grow, etc.)
= Risk measures (Impact, likelihood, strength of controls)

Enterprise-wide application
= Application to key risks
= |ntegration into key business processes

Reporting
= Key risks, status, mitigation strategy, forward-look
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Conversations

Prioritization



Job
Requirem

10 roles finance ch
have to master

RISK
MAMNAGEMENT

COVID-19: The Risk
Management Part Is Unfinished

‘What actions should senior risk managers and executive management take to deal with
the remainder of the crisie and its aftermath? By John R.S. Fraser, Rob Quail and

Betty 1. Simkins

“I'b control the spread of the disease, economic and social ac-
tivities worldwide have been severely curtailed. Governments
and organizations struggle to0 manage through the situation
and strike an appropriate balance between mitigation of harm
0 public health and economic well-being, ¢ What actions

should senior risk mansgers and exson-
tive manapgerment undertake o manage
throwgh the remainder of the crisks and
irs aftermach?

Immediately:
Dependencies and Risks
We've had mamy conversations with
risk managers and exeoatives abour the
shart-term and immediate-term risks of
(COVIDHA concerning external depen-
dencies and conditions: &g, the sapply
«chain, cutsourced services, access toa
Hexible or seexonal abor pool. Most of
D quesiimns were met wit resssur-
ing arewers regarding what i erpectsd,
such s, “We think our supply chain i
going o be 0K or “Our offshore data
center i managing well through thic”
Bt these are answers to the wrong
question. The relevant question for risk
TEanagers to be asking in the short-term
ix moe “What is expected?™ but “What
are ik risks?" The pandemic & happen-

2021 at least. Meanwhdle, it s a

fact of corporate |ife thar from dme ©
i, even in oormal cirousstances, all
larpe on@niations experienoe surpris-
ex. Given the timeline, it's likedy that for
many organiations, some other wnre-
lated risk ewent is poing to happen, too:
perhaps a lbor disraption, a technology
faibare, or an asset performance issue
ithaat ix, some oiber “shock™ unrelaied o
ithe pandemic.

S0, the question that risk manapers
and execuiive kaders should be asking
themsatves ix, W and when this “sscond
crisis’ hies s, how will we cope?™

Many organirations bave been

placed in a weakened seate by the pro-
bonged crisis, financially or i terms of
burman resources; crisis management
resources have been fully deployed
fior many months. fire we warchful for
oither risk evenes that could ooowr, or
are we so busy mamaging the impacts
cf COVIDHS that we may bowe devel-
oped blind spots? When something new
breaks, will we be able to work through
#i? Or could a second orisks represent a
“tipping point™ with disproportionace

Werecommend that organizotions
condwct o specialied, immediote-term
review of theirrisk profile with o par-
ticulor focus on agility and capaciry to
endere worst-oredible soenarios, showld
any ocrr witilke e pordemic is sl in
ful farce

Medium- To Long-Temm:
Scenario

There is no question thar the pandemic
and our response to it will have hsting
effects an many apects of business and
zociety. Early in the crisis, the Uniied
HNatioms" trade and development agen-

Thinkstad
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Lessons we should ol
have learned from COVID

= |nclude less-obvious, indirect risks

= Expand the horizon
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= Consider a “second punch

Transforming Learning

= Look at opportunities, competitive
advantages

= Learn lessons the right way

= not just “what did...” but also “what if...”
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Two-thirds ofeconomy s trade
75-80% ofexports are to the US

USS$1 trillion per year

Exports to the US make up %2 0of GDP
1866 (and before)
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Enterprise Risk Management — Key Elements

= Articulated framework and process

Vcli ch = Why and how we will assess risk

= Key roles, responsibilities, and authorities

Criteria
= Risk appetite (willingness to accept uncertainty in order to earn a return,
improve, learn, grow, etc.)

= Risk measures (Impact, likelihood, strength of controls)

ﬂ) Enterprise-wide application
= Application to key risks

= Integration into key business processes

Reporting
= Key risks, status, mitigation strategy, forward-look
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General Approach

= |mpacts:
= 1storder: trade of goods and services
= 2" order: local economy, markets

= 3rdorder: responses from stakeholders (Gov’t, community, customers)
(Build Scenarios; Extend Horizon)
= |mpact on Risk Appetite
= Impact on Risks (amplification)
= Upsides and opportunities
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Large-ish Not-for-Profit Community
Service Organization

= Funded 80% by government and 20% by
charities, other

= Effects of the “shock:”

= 1st order: cost and availability of supplies and services

= 2nd order: general economic downturn; reduced
development

= 3rd order: government policy reaction

= |Impact on risk appetites:
=  Financial

= Modernization and Technology

CONNECTING RISKS THAT MATTER
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Regional Co-Op (retailer)

= Member-owned
= Effects of the “shock:”

= 1st order: cost of commodities, availability of materials
and supplies

= 2nd order: reduced consumer spending; changes in
consumption patterns; credit risk

= 3rd order: long term changes in consumer behaviour

= |mpact on risk appetite:

= Much more sensitivity and focus on volatility in
operational performance
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Provincial Regulators (industrial, healthcare)

= Effects of the “shock:” | gx

= st order: access to some materials and services

= 2nd order:
impact on revenues (fees)

labour market impacts
= 3rd order: impacts on government policy ***
= |mpact on risk appetite:
= Tightening of operational performance, throughput

= Generally more agility required

CONNECTING RISKS THAT MATTER
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Natural Gas and Electricity Utility

= Strategic direction to enable transition from
gas to electricity, support high growth in
community

= Effects of the “shock:”

= 1st order: availability and cost of specialized
materials and equipment

= 2nd order: impact on community economy, growth
= 3rd order: pace and priority of migration from gas
= |mpact on Risk Appette:

= Much greater uncertainty re organic growth

CONNECTING RISKS THAT MATTER e
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Mid-size University

= Strategic direction was to shift from undergrad to
a higher research focus

= Effects of the “shock:”

= 1st order: use of and access to service providers;
research partnerships

= 2nd order: employment markets

= 3rd order: research focus and funding; provincial
directives re sourcing etc.

= Effect on Appetite:

= Doubling-down on the strategy

CONNECTING RISKS THAT MATTER



Lessons Learned

= Changes in the risk constellation

= 1st-2nd-3rd order impacts
1st: immediate and obvious effects
2nd: indirect effects (economy, markets, etc)

3rd: stakeholder response/reaction
= Use scenarios
= Stretch the horizon
= Lenses: impacts on risk appetite and on known risks
= Engage Board, stakeholders

= Look for competitive advantage

CONNECTING RISKS THAT MATTER
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Questions?
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THE

MATRIX

Thank You!

Tg]
TTTTTTTTTTTTTTTTTTTTTTTTT KShnect



Connect with me.

Rob Quail

e: rob@robertquailconsulting.com

B /company/robert-quail-consulting
@ /in/robquail

SKShnect



	Slide Number 1
	The Upside of Uncertainty: Transforming Global Shocks into Strategic Wins
	Enterprise Risk Management – �Key Elements
	Slide Number 4
	Lessons we should �have learned from COVID
	Slide Number 6
	Enterprise Risk Management – Key Elements
	General Approach
	Large-ish Not-for-Profit Community Service Organization
	Regional Co-Op (retailer)
	Provincial Regulators (industrial, healthcare)
	Natural Gas and Electricity Utility
	Mid-size University
	Lessons Learned
	Slide Number 15
	Slide Number 16
	Slide Number 17

