
Utilizing Effective Risk Management to Deliver     
Value from Strategic Planning & Risk Appetite 

Optimization Process
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ERM DEFINED 
“… 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 risks to be within its risk appetite, to provide
reasonable assurance regarding the achievement of
entity objectives.”

Source:  COSO Enterprise Risk Management –
Integrated Framework.  2004. COSO.
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Linking Risk to 

Strategy



ERM and Strategy are intertwined
Best Practice Model aims at creating a  

comprehensive view of the alignment of ERM and 

business risks  @ strategy formulation and  execution

http://blog.a1enterprise.com/2010/05/15/risk-management-software--risk-management.aspx
http://www.derwinlgray.com/2012/05/


Linking strategy to ERM
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Today’s Corporates pressure points

Corporate

Competition

Employees

Legal

Community

Innovation

Consumers

Media

Investors

“We remain prepared to lose $6 billion in a single event, if we have been paid 
appropriately for assuming that risk. We are not willing, though, to take on even 
very small exposures at prices that don’t reflect our evaluation of loss 
probabilities…..Warren Buffer
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Risks Identification Process - Risk in Strategy

Start with 
Identifying 
Corporate 
Objectives Focus is on the corporate  goals and objectives. 

Ask Executives – What are we trying to achieve as 
opposed to – What keeps us awake at night

Strategy-
based 

approach 

Helps focus on 
all the risks Black swans 

are covered
Analyze capacity of 
firm to meet goals

Risk mitigation is 
Balanced, focused 

& cost-effective

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http%3A%2F%2Fskeptics.stackexchange.com%2Fquestions%2F7119%2Fdoes-the-tongue-have-different-taste-zones&ei=4h32VJ_fEK2s7AaP2IHYAw&bvm=bv.87519884,d.ZGU&psig=AFQjCNFlU0S4wqsAQFGHt1mqewx6aDRyUQ&ust=1425501916922811






Risk & Capability: a core relationship
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These relationships are strong to 

achieve operational efficiency



REACTION PREVENTION OPPORTUNITIES

AS/NZS 4360:2004 

CAN/CSA ISO 31000

BS 31100:2008



Balancing Risk and Rewards

http://www.enisa.europa.eu/activities/risk-management
http://www.logisticapanama.com/es-momento-de-introducir-risk-management-a-sus-estrategias-de-supply-chain-en-panama/


Risk as Profit not Cost centre 
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The Theory of Profit risk measurement methodology -
Risk as an innovative, new approach to risk assessment and management that will help 

you uncover countless opportunities for your company - the underlying gemstones

New product/ 

project risk 

assessment as a 

whole science

1

Determine how much additional 

liability due to new growth - ALM
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Account of non-quantifiable 

events
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Develop an insurance strategy based on your profile of risk 
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http://bloximages.chicago2.vip.townnews.com/poststar.com/content/tncms/assets/v3/editorial/b/88/b88b456c-7f04-50e8-9c7e-9571b52f5fb6/4e7660617c297.image.jpg


Achieving Risk Intelligence 

• Visionary Boards 

however know “there 

can be no rewards 

without risk taking”

Companies that are able to distinguish, 

successfully, between risks that need to be 

mitigated and risks that can be capitalized 

on or optimized. They know which RISKS 

to focus on to maximize shareholder return. 

What gives them this advantage is, to a 

large extent, the quality of  risk intelligence 

coupled with innovation.



• Essential to Institutions

• Risk Appetite is now prominent in 

the Board

• Institutions must now consistently 

speak of their largest risks, & 

present facts that facilitate 

dialogue on risk.

• Boards must now understand 

deeply their organization risk 

profiles – this improves decision 

making and maintains firm 

competitive edge.

Home - Risk Intelligence.wmv


Formal Risk 

Management 

processes   
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Identification

Assessment

MonitoringReporting

Control / 
Mitigation
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LDM
Capital 
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Objective Setting

Enhance Member Services
•Member Growth

•Gender & Age
•Regional Expansion

•Value Addition

Public Policy & Governance

•Stakeholder Engagement

•Legislation

•Representation

•Visibility

Promote regulation of Accountancy Profession

“If we succeed, 
how will we look 
to our Members?”

“To achieve our 
vision, how should 
do we influence?”

“To achieve 
professionalism how 
do we set standards?”

•Tech Support

•Standards

•AQA

•Disciplinary

Set goals that align with the institution’s 

mission and its risk appetite.  
Begin with strategy. A good time to review strategic 

initiatives is during the planning and budgeting process. 

Consider the organizational 

structure. Buy in is critical at 

all levels. 

“Ask What are the most urgent risk 

objectives?” - strategic, Membership, 

influence, financial, and operational. 

= Reputational

Brand & Institutional Strengthening

•Visibility

•Positioning

•Internal 

Capacity

“How do we 
strengthen the Brand 
with a strong 
institutional 
capacity?”

Employees at all 

administrative levels of 

the institution also 

need to understand 

how they fit into the 

strategy. 



Risks Identification Process - Risk in Strategy

Start with 
Identifying 
Corporate 
Objectives Focus is on the corporate  goals and objectives. 

Ask Executives – What are we trying to achieve as 
opposed to – What keeps us awake at night

Strategy-
based 

approach 

Helps focus on 
all the risks Black swans 

are covered
Analyze capacity of 
firm to meet goals

Risk mitigation is 
Balanced, focused 

& cost-effective

Strategy IT-Risk register2.xlsx


Risk Identification

Distinguish risks from 

opportunities

Identify activities that may impact its 

ability to achieve objectives

RCSA

Risk Event 
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Risk Assessment

1,2,3,4…………..
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Risk Assessments
Inherent risk would be  identified on the basis of the likelihood and 
impact of risk event – No Controls considered

The control effectiveness would be assessed in terms of design 
effectiveness and operating effectiveness

Residual risk would be  identified on the basis of the likelihood 
and impact of risk event after considering overall  control effectiveness
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Risk Appetite



Controls Evaluation
Risk Event 

Description

Inherent 

Impact

Inherent 

Likelihood

Description of 

Standard Controls
Control Rating

Residual 

Impact

Residual 

Likelihood

Checker

Each Control or a set of controls effectiveness is /are rated on a four point scale of 

Efficient – The internal control system is efficient and adequate

Acceptable - A few corrections should make the internal control system 

satisfactory

To Improve  - The internal control system has to be enhanced and the process 

monitored more closely

Poor - The internal control system of the process has to be reorganized immediately

Maker



Organizational Risk Heatmap - Profile
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Spend time to think what the Risk profile means

Desired

Risk 

Profile

Perceived

Risk 

Profile

Actual

Risk 

Profile



Impact of Risk profile
Risk Universe

Liquidity

Market

Credit

Operational

Environmental

Business & Strategic

Reputational

What are the 
priorities

Which Risk 
impact more on 

my P&L



Risk 

Response/Actioning



Risk Response

The 4 T Response 

plan

Tolerate
Treat

Transfer
Terminate

Action plan
Responsible

Person

Turn Risk into 

opportunity

http://www.google.co.ke/imgres?imgurl=http://tracktable.files.wordpress.com/2011/01/men-at-work.gif&imgrefurl=http://tracktable.wordpress.com/category/uncategorized/&h=265&w=300&sz=8&tbnid=VzvzE9DK0ZakdM:&tbnh=102&tbnw=116&prev=/images?q=photo+of+men+at+work&zoom=1&q=photo+of+men+at+work&hl=en&usg=__XoX8eZzTTJ0LlF-npa18u49iEQM=&sa=X&ei=o5JiTayuC4ep8APRo73xCA&ved=0CBYQ9QEwAg
http://4.bp.blogspot.com/_9I96Kbqixmo/SRpjY3dQayI/AAAAAAAAAjE/aQlIOBl0_S4/s400/men_at_work.jpg


Identification

Assessment

MonitoringReporting

Control / 
Mitigation

KRI RCSA

LDM
Capital 

Calculation

Limits

Tracking

Risk Monitoring
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Shareholder’s Returns
•Profitability

•Growth 

•Shareholder 

Value

Connect with customer

•Price

•Service

•Quality

Unleash our potential

Transformation

•Devices

•Service

• Relationships

• Feedback

“If we succeed, 
how will we look 
to our 
shareholders?”

“To achieve our 
vision, what 
customer needs 
must we serve?”

“To satisfy our 
customers and 
shareholders, which 
business processes 
must we excel at?”

“To transform into a 
solutions driven 
company optimizing 
user experience

•Cycle Time

•Productivity

•Cost

•Controls

Strategy formulation

http://images.fanpop.com/images/image_uploads/Nelson-Mandela-1918-to-2007-human-rights-302205_730_800.jpg


Strategic Thrust
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The Revenue Growth 
Strategy“Broadening 

sources of 
revenue ”
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Bring in Measurements – KRIs - KPIs
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The Revenue Growth 
Strategy“Broadening 

sources of 
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Gaining KRI – Risk Monitoring
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Incident 

Management



Loss & Incident Management



Sources of Incident



The Convergence of Risk Tools

Control Strategies

Business Continuity Management

Insurance
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Gaining Risk Reporting
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Linking - Risk, internal controls & 
enterprise value



ERM is a hard nut to crack – Value addition 

proposition is one of the most difficult things. 

You must give a transformational stories 

continuously

THINK TRANSFORMATION

Real Change





Yes, we CanAre u sure?
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