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What is Risk? 
 
 
 
 
 

Definition of risk 



 
Risk is the possibility of losing something of value. 

Values can be gained or lost when taking risk resulting 
from a given action or inaction, foreseen or unforeseen.  

 
Risk can also be defined as the intentional interaction 

with uncertainty. 
 
 

Definition of risk 



 
“Enterprise risk management is a process, effected by 
an entity’s board of directors, management and other 
personnel, applied in strategy setting and across the 
enterprise, designed to identify potential events that 

may affect the entity, and manage risk to be within its 
risk appetite, to provide reasonable assurance regarding 

the achievement of entity objectives.” 
 
 

The Concept of ERM 



Focus of risk management 

• Risk management applies a systematic and 
logical approach to uncertainties in: 
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Why Risk Assessment is Necessary 
(Legal Requirement) 

 Co. Act, Sec. 655, Business review to be included in certain 
directors’ reports. 
 
Sub-sec. (3): (a) (ii) a description of the principal risks and 

uncertainties facing the company 
 

Sub-sec. (9) If directors of a company fail to comply with a 
requirement of this section, each director of the company who is 
in default commits an offence and on conviction is liable to a 
fine not exceeding five hundred thousand shillings. 
 

 Sec. 656(1) - Directors not to disclose if information is likely 
to detrimentally affect the interests of the company. 
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ERM’s Ultimate Goal 



ERM Dispensation 



Integrated system of risk reports 



Best practice risk management 



Risk management in the corporate 
world 

Continuously provide oversight on identifying, 
assessing and to the extent possible, mitigating 
corporate risk. 

BUT:  
Oversight is somewhat passive and involves 
significant reliance on management.  



Risk management in the corporate 
world 

Risk oversight role:  

Directors should be able to satisfy themselves 
that effective risk management processes are in 
place and functioning effectively. 



Board’s oversight role: what to 
expect  

Company’s material risks  

Understand and evaluate how the risks 
interrelate 

How the risks may affect the company 

How these risks are being managed.  



Hierarchy of risks 

Oversight: “without 
the box”?  

Strategy execution: 
strategy to action 

Operations: day to 
day operations  
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Corporate world – key considerations 

RISK 
MANAGEMENT 

CONSIDERATIONS 

Governance & 
reporting structures 
(legal frame, political 

will & support, honesty 
& tone) 

Self drive in the 
‘executors’ 

Passionate executives 
& other stakeholders, 

capacity building, focus 
on human capital) 

Financial support – 
How are we 

performing financially? 
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Dealing With Risks 

Effective risk management and board oversight should 
not be premised on risk avoidance. 



RM Process: Identifying risks 

Two phases: 
 Initial risk identification  
 Continuous risk identification 

 
Guided by an appropriate STRATEGY 
 External risks 
 Operational 
 Change risks 

 

 



RM process: identifying risks 



Assessing risks 
There are three important principles for assessing risk: 

a) Ensure that there is a clearly structured process in 
which both likelihood and impact are considered 
for each risk; 

b) Record the assessment of risk in a way which 
facilitates monitoring and the identification of 
risk priorities; 

c) be clear about the difference between, inherent 
and residual risk 



RISK 

PROFILE 

• Risk required – What 

you want to achieve 

• Risk capacity – The 

appropriate level of risk 

• Risk tolerance – How 

you feel about risk 

[APPETITTE] 

http://www.imwealthmanagement.com/ris
k-profile 



Reviewing and reporting risks 

Why review and report: 
to monitor whether or not the risk profile is 

changing; 

gain assurance that risk management is 
effective, and to identify when further action 
is necessary. 



Reviewing and reporting risks 

Aspects to report in the “Risk Management” section: 
Consider materiality 

Risk management approach and framework 

Risk management roles 

A brief on the specific risk categories – caution! 

 Information, market, compliance, reputation, credit, 
operational etc. 

 Highlight what the group has done to address each category 

Ethics and code of conduct 

Risk & innovation 

The group’s future – plans in terms of risk management 



Communication and learning 

• A continuous process 

 

• Runs through the whole risk 
management process. 

 





Some [final] tips on risk 
management 

• Ensure that all aspects of the risk management 
process are reviewed at least once a year; 

• Ensure that risks themselves are subjected to review 
with appropriate frequency (with appropriate 
provision for management’s own review of risks and 
for independent review/audit); 

• Make provision for alerting the appropriate level of 
management to new risks or to changes in already 
identified risks so that the change can be 
appropriately addressed. 



Example of documented risk 
management 



Risk culture 



The integrated ERM: A Focused Framework 

Source: COSO 



Before we forget……… 



 
 Interactive Session 


