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WHAT IS RISK? F
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i
Past H Future
Present
Probability I
% .
“History Doesn't Repeat Itself, but
It Often Rhymes!”
= Whatis Probability? = \Whatis Loss? Mark Twain.
* How is it mred? = How much losses we are ready to

= How accurate is the measurement? take in our business?

= How are we planning to cover those
losses?
= .etc ...
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ENTERPRISE RISK MANAGEMENT FRAMEWORK ERM
Is the ability to effectively answer the following questions

What else can go wrong and What are all the risks to our
how are risks interconnected? business strategy and operations?

/

Coverage
How much risk are
we willing to take?

What are we doing
about the risks?

Risk
Response Appetite

Control Governance
How well do we Encironmant & Policies How good are we at

manage the risks? overseeing risk taking?

Measurement, .
Evaluation and Ir?f:'sakstorsgu%e
How do we determine the Communication

size and scope of the risks How do we ensure we have the

and report the results? P o e right information to manage risk?
e Circular depiction * Components are meant * Having the right
is highly intentional to be dynamic (reviewed culture is key

back/forth in any sequence)

Source: Olson, D. L., & Wu, D. D. (2010). Enterprise risk management models (p. 15). Heidelberg: Springer.
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ENTERPRISE RISK MANAGEMENT FRAMEWORK f
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Dimensions Levels Core elements

. = Objectives and philosophy i
Risk Management Strategy 'L = Appetite, tolerance, limits :
T . -
' = Decision making :
.. Authorltles resp0n5|b|I|t|es approvals
- = Risk processes, control policies i

Processes Policies and Procedures

' = Definition and quantification :
1 . . . -
;= Scenario analysis and stress testing !
! Mitigation strategies :

; Operational planand platform
= Technology




RISK MANAGEMENT RESPONSIBILITY 74
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Who is responsible of Risk Management?
Is it only the goalkeeper’s responsibility to defend the goal ?!!

No! Itis the whole team’s responsibility!
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Teamwork &
communication




THE THREE LINES OF DEFENSE MODEL

Governing body / Board / Audit committee

Senior Management

15t Line of Defense 2" Line of Defense 3" Line of Defense
Business Operation Risk & Control functions Internal Audit

Risk Management

Internal Financial Control
Control

Measures

Management Internal Audit

Control

Quality Control

Compliance
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THE FOUR-LINES-OF-DEFENSE MODEL

Board / Audit Committee Regulatory

I : supervisor(s)

Senior Management

LI 1

1st line of defence - 2nd line of defence — 3rd line of defence - |
Functions that own and Functions that oversee risks Internal functions that provide | | E [
manage risk independent assurance xterna

Audit

1
Mana Internal

qement controis

Internal Audit J§

 4th line of defence -
i External Audit and Supervisor

maeasures
Finance
controls
Middle Ottice
A ole

Source
Bank of International Settlements - Basel Committee on Banking Supervision, fsipapers11, Occasional Paper No 11
The “four lines of defence model” for financial institutions, Dec 2015
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Financial Stability Institute

Occasional Paper
No 11

The “four lines of defence
model” for financial institutions

Taking the three-lines-of-defence model further to
reflect specific governance features of regulated
financial institutions

Isabella Amgorfer
Bank for International Settiements

Andrea Minto
Utrecht University

December 2015
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RISK & FUTURE

“What is your outlook for the world over the next three years?”

I MNegative scenarios I Positive scenario

10.7%

Accelerating global
recovery

10.1%

Progressive tipping
points with increasing
catastrophic outcomes

Source: World Economic Forum Global Risks Perception Survey 2021-2022

£

Frankfurt School

“How do you feel about the outlook for the world?”

“ 1 H

23.0% 61.2% 12.1% 3.7%
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