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OUTLINE

ORGANISATIONAL PURPOSE

» Introduction
» Risk and corporate governance

» Organisational risk management
processes

» Summary
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» The primary purpose of risk management in an
organisation is to improve corporate governance
— Support efforts to identify & withstand external
conditions and internal developments that could be
detrimental to organisational success

— Enhance the ability to recognise & exploit
opportunities

— Support cost-effective resource allocation
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BENEFITS OF RISK
MANAGEMENT

THE RISK MANAGEMENT
STANDARD, ASNZS 4360:1999

» Better understanding of uncertainty

> Better design & planning to prevent or
avoid risks and exploit opportunities

> Better contingency planning & response
selection to reduce negative impacts and
capture potential benefits

> Better decisions, leading to . . .
> Better & more assured outcomes
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CORPORATE GOVERNANCE
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CORPORATE GOVERNANCE

» Corporate governance refersto the
processes by which organisations are
directed, controlled & held to account

» |t encompasses authority, accountability,
stewardship, leadership, direction & control
exercised in the organisation

Source: ANAO Principles & Better Practices Discussion Paper

© Broadleaf Capital International Pty Ltd, 2001 Public Sector, Brisbane, 30 May 01/ 8

CORPORATE GOVERNANCE
(Barrett)

TRENDSIN CORPORATE
GOVERNANCE

» Corporate governance is basically
concerned with structures & processes for
decision-making and with the controls &
behaviour that support effective
accountability for performance outcomes

» Magjor elements are business planning, risk
management, performance monitoring &
accountability
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» Moving from confor mance....

—Focus on compliance, controls,
minimum standards & responsibilities

» Moving towards performance...

—Focus on best practice, improved
corporate outcomes & value creation
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PERFORMANCE & RISK

ESTABLISHING THE CONTEXT:
GLOBAL PERSPECTIVE

» Risk is unavoidable in the modern
organisational environment

» Increasingly, risk taking is
necessary to achievetargets. . .

»...but it must be managed
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» Targets for performance
— Objectives
— Stakeholders
—Criteria, indicators & standards
» Change
—New technologies, regulatory change
» Scope & focus of risk management
—What might go wrong?
—How can we do better?
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RISK MANAGEMENT FOR
PERFORMANCE

RISK IDENTIFICATION:
EARLIER & BROADER

» Focus on what might happen
—Risks and opportunities
—Ways of avoiding problems
—Ways of exploiting opportunities
» Part of strategic thinking
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» Environmental scanning

» SWOT

»Hazard & vulnerability analysis

» Trends & warning signals
—Monitoring & review processes
—Incidents & near-misses
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CONTROLS

CONTROLS & RISK
ASSESSMENT

» Management systems & procedures
» Human systems, training & culture
» Physical controls & barriers

» Commercial & lega controls

... but they may not all work well !
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» Actual risk

—Based on likelihoods & impacts,
with the current controlsin place

> Inherent risk

—How bad might it beif there were a
credible failure of controls ?
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ORGANISATIONAL PROCESSES
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ORGANISATIONAL RISK
MANAGEMENT

» Risk assessment underpins most
organisational tasks

—Strategy development, planning,
budgeting, operational activities...

» Aim of RM in an organisation
—Part of day-to-day management
—Not a‘one off’ activity
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ORGANISATIONAL
DIMENSION Requirements & directives Status & incident reports
Resources Requests for help
Government
Agency | f i
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MULTI-LEVEL RISK

REQUIREMENTS
MANAGEMENT Q
[@ = = = Q' » Consistent reports of actual & emerging risks

» Comparability across the Agency, across projects,
and through time

> Visbility of key treatment actions & status as

G CRITERIA / F required
e REoUESTS > Transparency and traceability of risk management
h .;“‘L‘Vk& = REPORTS decisions
T = > Timely requests for assistance, where necessary
~— » PLENTY OF WARNING, NO SURPRISES!!
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REQUIREMENTS: PROCESSES GENERIC LEVELSOF
' PROCESSES AND PROCEDURES
» Commitment & ownership by senior managers High Level Processes
> Assurance that risks are being identified & managed well Policy
> Consistency through the organisation Requirements @ ﬁ Performance
» Integration with strategic, business & project objectives
& plans General Procedures

» Balanced, cost-effective application of effort Process: Management & contro
» Responsive and adaptable to changing circumstances Requirements @ ﬁ Performance
» Required at ALL levels
> Cost-effective implementation of the process Ogerational Guidelines
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MULTI-LEVEL PROCESSLINKS

PRACTICAL FIRST STEPS
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» Review current practices & future requirements
» Develop draft high-level processes & procedures

» Review & trial processes & procedures with key
personnel

» Facilitate theinitial high-level implementation

» Review the high-level implementation & address
problems or barriers

» Develop & implement compatible processes &
procedures at lower levels across the Agency
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OUTCOMESFROM A RISK
PROCESS DEVELOPMENT

OUTCOMESAND BENEFITS

» Risk management policy statement

» Risk management procedures

» Risk watchlists (at Agency & lower levels)
» Lower level risk management procedures
» Risk treatment strategies

» Risk management databases

© Broadleaf Capital International Pty Ltd, 2001 Public Sector, Brisbane, 30 May 01/ 27

» All significant risks and opportunities are identified

» Identified risks and their outcomes are understood and
quantified, asfar as necessary for decision making

» Assessments of risks are comparable, to support
consistent priority setting and resource alocation

» Strategiesfor treating risks take account of opportunities
to address more than one risk with a particular strategy,
and integrate related strategies where thisis worthwhile

» The processitself and the risk treatment strategies are
implemented cost-effectively
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PRACTICAL REQUIREMENTS
FOR CULTURE CHANGE

» Leadership from the top

» Champions through the organisation
» Success stories

» Culture of open reporting

» Centre of excellence

» Training

» Support tools

> ldentification of inhibitors
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SUMMARY
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PROGRESS & DIRECTIONS

CORPORATE GOVERNANCE IN
THE PUBLIC SECTOR

» Sound basic process

» Supporting tools

» Continuous review & improvement
» Cultural aspects

» Organisation-wide implementation
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» Convergence with the private sector
» An increased focus on performance

» Risk management is an important
contributor to successful outcomes

» Current danger areas

—Qutsourcing
—Private financing

© Broadleaf Capital Internati

OPTIMUM RISK ALLOCATION

RISK PRICING

» How much risk can be transferred?
» How much risk is transferred?

»What isit worth to transfer arisk?
» Savings or cost reductions

_ _ ... compared with ...
»What are the residual risks? > L oss of
»What skills are required to manage —Expertise
the new risks created? —Corporate memory
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CONCL USION BROADLEAF CAPITAL

INTERNATIONAL PTY LTD

» The challenge is to make sure we
have processes that allow usto
really understand the compromises
we are making, and then to make
informed decisions

» | think we are on the right track,
but we still have away to go
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BROADLEAF' SRISK
MANAGEMENT SERVICES

» Strategic & policy risk management

» Project & procurement risk management

» Risk assessment workshop facilitation

» Risk management plans & implementation

» Quantitative risk & financial modelling

» Risk assessment for private financing options
» Risk management training

» Risk management procedures & review
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