7/5/2009

Proposed Risk
Management
Considerations for
Adding or Removing
Executive Limitations

Prudence

Is Issue
Prudence or
Ethics?

Assess Impact of

Issue on
Organizations
Health.
How Bad are the
Consequences?
Notes:
1. Consider the source of potential A

harm or risk being considered.
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i 2. Potential sources of risk include:: Likelihood: What
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are the chances of
the Consequences
Happening?

- those internal to organization —»
- external to organization
- possibly from the ownership

3. Consider risk tolerance or risk

appetite of ownership.

A
Estimate Degree
or amount of Risk:
Board Judgment
and/or
Risk=
impact X likelihood

Is Risk > or <
Board Min?

Greater Than

Risk Issue For
Consideration

Proposed Process for
Creating Policy Under
Policy Governance®

Ethics

A

Assess Impact of
Issue on
Organization’s
Ethical Health.
How Bad are the
Ethical
Consequences?

A

Notes:

A . Includes consideration of owners

1

ethics and values.

2. Information from Ownership
Linkage highly valuable.

3. Other bad consequences may
be appropriately considered under

Likelihood: What
are the chances of
the Consequences

Happening?

D I—

prudence.

A
Estimate Degree
or amount of Risk:
Board Judgment
and/or
Risk=
impact X likelihood

Greater Than

Is Risk > or <
Board Min?

No Policy
Required

A

Add to Executive
Limitations Policy
at Appropriate
Level

Notes:

: 1. Add new policy to policy set based on risk area
' at the appropriate level rather than assigning level
! based on the degree of risk.

i 2. Define Risk Area, describe boundary between

i what is permissible and what is not, and describe

i method of management.

' 3. Methods of management:
- Avoidance (elimination)

Set Monitoring
Schedule

- Reduction (mitigation)
- Retention (acceptance & budgeting)
- Transfer (insurance or hedging)

A

Notes:

CEO Interprets
Justified Policy
Standard, Creates
Strategy &
Collects Data

1. The CEO may wish to interpret a new policy

' as soon as possible to set strategy for compliance
“¢—! and collection of data.

i 2. The collection of data to demonstrate compliance

« should be done as cost efficient as possible for

A

i appropriate board reporting.

1 3. CEO may wish to consider including anticipated

| risks in any interpretation if they are judged to be above
i the board’s set minimum.

Monitoring Cycle:
- Schedule
- Submit Reports

- Board Discusses
- Accepts (or not)

- Members Assess

Continue Under

Policy Governance
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