OSO Enterprise
ISk
anagement 1
igning risk

and strategy

-

/

March 2019

P
S

pwec



About Risk

Management




Evolution of Risk management
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Changing Expectation of the Board

While many report on risk using metrics, fewer of these are
linked to the strategic priorities of the business

PwC COSO ERM Survey 2018

Question: How well do you believe management
performs the following activities:
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Board oversight and Management Information

58% of Boards do not receive updates at every meeting on
the amount of risk the company is taking

PwC COSO ERM Survey 2018

Question: How often does your board get updates and

reports from management on:
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So what are risk and business professionals saying?

PwC COSO Survey 2018

Framework that drives F® e ek === When | develop my strategy, |
iImprovements to - e ; want to have a full picture of the
& business functions ol . x 7 potential risks and the capabilities
beyond risk avoidance § - == and respond more e | need to create advantage
: = quickly to opportunities ) ' -

- As an innovative I | need insights that help me
company, | want to use understand risks and
risk to create value and opportunities and evaluate
not only to protect value strategic options
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ORM v/s ERM

A

One of the key challenges faced in an ERM implementation, is the tendency to
confuse it with an Operational Ri sk M4
of ERM and in some organizations may have a very large attribution, but the

objective of an ERM exercise is to have a broader view of the risks in an organizatio
PwC given its association with COSO over 2 decades, understands the importance @
the same.

Enterprise Risk Management Operational Risk Management

A Scope of much wider and A Subset of Enterprise Risk.
includes all types of risk like Includes operational and legal
default risk, credit risk, marker risk only.

o o

risk , reputational risk, strategic g
risk, liquidity risk and also

includes operational and legal

risk.

Generally measured in terms of
operational loss, foregone
income, control and self
assessment.

Generally measured in terms of g
appetite statement, tolerance

and threshold limits.

Embedded at the more micro
level of individual processes.

N A Tackle the loss/risks which
Flows as fi tone adoefal) Ras hdhdtatyimpact
Tackle the loss /risks which
affects the organization in
drastic and adverse way.
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ERM definitions

COSO Definition responsesto and reporting on opportunities

Theculturecapabllltlesandpractlces """" . and threats that affect the achievement of
’ ’ ' its objectives

integrated with strategy -setting and

performance that organizations rely on to ISO -31000
manage risk in creating, preserving and b o o
realizing value: ' Risk managementrefers to a coordinated set

of activities and methods that is used to

A It focuses on managing risk through- ' direct an organization and to control

A Recognizing culture ' the many risks that can affect its ability to
A Developing capabilities ' achieveobjectives.
A Applying practices i
A Integrating with strategy setting and ' According to the Introduction to 1SO 31000
performance 2009, the term risk management also refers
A Managing risk to strategy and business ! to the architecture that is used to
objectives ' managerisk. This architecture includes risk
A Linking to value management principles, a risk management
Institute  of Internal Auditors (I1A) framework, and a risk management process.

Enterprise -wide risk management (ERM):
A structured, consistent and continuous
process across the whole organization for
identifying, assessing, deciding on
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Importance of ERM?

Boards are expecting more from
their organizationo
capabilities

Stakeholders are seekinggreater
transparency and accountability

Businessenvironments are
increasingly complex,
technologically driven, and global

There is a need toincorporate
lessons learned  from recent events
and the bar is rising

Risk professionals are looking for a
more up to date resource describing
ERM concepts

The range of ERM practices
continues to evolve
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