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Scope & Objectives

e Scope
* Objectives
e Team

« Data collection
Literature review
Interviews

« QOperational experience
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Key Definitions
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ecision Making

The amount and type of
risk an organisation is
willing to accept in pursuit
of its strategic objectives.

The optimal level of risk
that an organisation wants
to take in pursuit of a
specific business goal.

Assurance

The amount and type of
risk an organisation is

Risk capaaty able to support in pursuit
of its business objectives.

Risk
appetite

. The specific maximum risk
Risk that an organisation is

tolerance willing to take regarding
each relevant risk.

Risk target

Thresholds to monitor that
actual risk exposure does
not deviate too much from
the risk target and stays
Risk limit within an organisation’s
risk tolerance and, thus,
risk appetite. Exceeding
risk limits will typically act
as a trigger for
management action.
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Myths & Criticisms

= Too theoretical

= Lack of business context

= Stifling entrepreneurship

= Lack of commonly accepted terminology and methodology
= One size fits all

= Paralysis by analysis

= Impossible to implement (culture and ROI)

= Impossible to quantify



The Role of Industry
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Framing the Challenges and Potential Solutions

Requirements - DECISION
‘Customer Pull MAKING
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MECHANICS OF IMPLEMENTATION

-

BUILDING BLOCKS
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Global risks demand resilient and agile business
strategies

THE ROLE OF RISK MANAGEMENT SCENARIO

Risk identification o0 PLANNING

and landscape NN Triggers, trends

Risk prioritisation .:° o s and scenarios

and risk appetite . s .. Strategic options

BUSINESS IMPORTANCE ' RISK AWARENESS
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Building Blocks

Complex
Process —
devalued if
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. Risk Culture "culture of

measureable
- translated
into actions

culture of
the
organisation

m Risk Awareness

Risk

= Willingness & Understanding Appetite

Should be
considered at
Strategic,
Tactical and
Operational
levels

Can vary by
different
risks and
over time

Should be in
line with

organisation
Risk
Capability

An ability to understand your organisation’s pain points is essential.....
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Mechanics of Implementation

Defining and communicating an organisation's appetite for risk:

= Setting a boundary on a risk matrix.
= Statements
= Capital Measures

=  Performance Indicators
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The following should always be remembered...

= The appetite should align with the overall strategy of the organisation
= Stakeholders should be consulted (or at least considered) when defining risk appetite

= The regulatory & legal framework in which an organisation operates will also determine
its appetite for, and ability to take, risks

= Communication is the key. If people cannot understand which risks are acceptable and
which are not, your communication is probably at fault



Implementation Challenges

Not turning this into a bureaucracy
Focussing on the right risks and decisions
Consistency throughout the organisation
Integrating into normal business

Keeping the process alive
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Case Study — Approach to Risk Appetite

The Board has approved high level Group Risk Appetite Statements for each Group
Priority:

Safety, Compliance & Conduct

= Ensuring the safety of our people, customers and communities, and minimising our
environmental impacts is fundamental to having a successful business. Our risk appetite
is as low as reasonably practicable as we continue to strive for an incident free
workplace.

= We have a very low risk appetite for failing to conduct business operations in
compliance with the laws and regulations that Centrica manages as part of its various
licences to operate. This includes failing to protect customer data, not adhering to
legislation such as the Modern Slavery Act and failing to exercise strong financial

control.
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Decision Support

Business Drivers

Continuous Objectives &
o Risk Appetite Jectiv

improvement Strategies
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General Q&A




Summary of Key Themes




