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How to turn
red tape

Mismanaged Complexity | Texas City Refinery 2005

Source: bptexascityexplosion.com
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Toxic gas release from a runaway exothermic reaction
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Warning alarms ignored

Safety systems not
functioning

Public siren turned off
Delay alerting authorities
Hospital unprepared
500,000 people exposed

Death toll from 2,200 to
16,000
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What do you want get from this session?

Rising Complexity .
; Rising Litigation

s Regulation
WHY RISK MANAGEMENT? Rising RegY

N Rising

Your Business  Increasing demands

Failure Success

Injured People Better Decisions

Failed Projects Better Outcomes
Poor Quality Greater Respect




OPPORTUNITY

Impact Value

i Insight

' Comfort
— Effort
' Compliance i

1 Leadership i
Impact

RISK MANAGEMENT

Something we do every day
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Reflection Point '
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Compliance Activity

or
Leadership Imperative

Crossing the Road What are my objectives?

Crossing the Road |What is my assessment?

Crossing the Road  What is my decision?




RISK

The challenge for

One Response Governance
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Stuff Happens
M
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Appendix A : ANAO's ‘House of public sector govemance

Governance Outcomes:
Confidence in the organisation

Review and Evaluation of Governance Arrangements

Internal Conformance & Planning & Performance: External Conformance &
Accountability Monitoring Accountability
Risk Management
Stakeholder Relationships (External & Internal)

Leadership, Ethics and Culture - Commitment to Good Public Sector Governance

Source: Adapted from a model developed by the Queensiand Department of Transport i ts Corporate Governance
for Queenstand Transport and Main Roads: Finat Report, July 2001

46 ANAO, 2003, Public Sector Governance, Volumes 1 & 2: Befter Practics Guide, Commonwealth of Australa, Canberra, p. 15,
<ty 1na0.gov.auluploads/documents/Public_Sector_Governance.zip>

Risk Management| A foundation stone of good governance

ASX Corporate Governance Principles

1. Lay solid foundations for management &
oversight

2.Structure the Board to add value

3.Promote ethical & responsible decision
making

4.Safeguard integrity in financial reporting

5. Make timely & balanced disclosures

6. Respect the rights of shareholders

8.Remunerate fairly & responsibly

RISK MANAGEMENT

The barriers
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Roadblocks |Handbrakes | Wet blankets

Problem Two | Time

Problem One Perceptions

ALL TRUE — HOWEVER THERE IS A
BIGGER PROBLEM!

Problem Three We Make it Too Complex

RISK MANAGEMENT

The benefits

Problem Four | Inertia




8/20/2018

increase likelihood of achieving
objectives

stakeholder confidence & trust
operational effectiveness & efficiency

WHAT YOU SHOULD BE ASKING FOR
YOUR ORGANISATION

improved resource planning Risk = Value
confident financial management

regulatory compliance

RISK MANAGEMENT
The End Game

Triple Bottom Line Success

—

Vulnerable Exposed Adaptive Resilient Agile

Increasing alignment of sufficient resources to manage risk

- ~~
Risk Appetite
Strategic Risk Profile
P ~

Enterprise Risk Assessment

The Real Value

Enterprise Risk Framework

© Brvan Whitefield Consulting



The flow of information to the brain
for
decision making

How well does information flow up,
down and across the organisation?

What is Risk Assessment?
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Example — Completing a Risk Statement

sk No.. impactofisk happening Consequence  Likeiood_ RiskLevel
Program v aing Rating
Failure to achieve improved
strategic management of client
portfolio
Curunt contolsandadoquacyof  isk Tresmanis
Raspes Nonitoring
A=Fuly Adoq, M= oderatsly
Adeq. 1= nadeguate

Rk Owner

Example — Completing the Template

Example — Completing the Template

impactolisk happening ConsequoncoRating Likaihood  RiskLevel No.. Impactolisk happening ConsequencoRating Likaihood  RiskLevel
Rating Program Area: Rating
S T 5 Failure to achieve improved strategic
IT0r Vanagement {esources: Imanagement of client portfolio
* Lack of management resources to oversee
[ZECE ST relationship management of client base =3 [ :"’r‘"""::""";”":;::""":“""""‘ Bl Thestranty —
A=Fully Adeq, W= Modera = = Naitoing =Fully Adeg, M=NodoratalyAdeg. 1= ontring
Inadequate « Difficult to manage peaks in fluctuating demand on
Tesources. Senor Maragenent Resacss o Wmagenen s A
- . "
managenentof et b + Daegaed suomes A
it tomimage sk ks cmadon mansgemen + Offut tmarag s st camanden et | o cao sysams '
. cRumeon .

raporopts b pocess
- s i terercoc

Bty Inappropriate bidding process

Traopas GG poess

[ P e mentr st ot - Misrep in tender doc
- Bribery
o o e 0 g6 e - Conflict of interest

- Putting in team member without consent

Far o ovneets

e

Wi i o
Sy 4

[ ot

[ P temmente v st \

o A

Fal 1o delver on needs structure A

T Management meetings M

Delegated authorities A
CRM System: 1

~CRM Report:




8/20/2018

Program Ares:

Example — Completing the Template

Imoactofisk happening

ConsequenceRating  Likeliood
Rating

RiskLevel

Example — Completing the Template

Failure to achiev

Now complete risk treatments, by

Failure to achieve improved strategic Lossef profitability/revenue. Loss of ma ihinier Sials ot oo - ity Loss of market share.
management of client portfolio Lo of reputation. Dilution of Shareholder Yalue. | yogeme | uey | wian management of Whom, by when and who will be - bn oRggreholder Value. | o | whety | sign
monitoring
‘Cu."ent controls and adequacy of controls Risk Treatments. Person Responsible By When Person
A=FuAdeg. W= NodartoyAde 1= Voniaring
e et O T 0 A
. . i .
‘management of clent base « Delegated authorties managernent of choat base  Delagated authories s
« Ot tommag ks o cemrdon vt |- ot st + Ot ommag ks g domarden et [ ot ystas !
resores . y s + CRMReots '
5 . = e T e o e o e oy oy W
IModerate . Likely High || R
o Sen
T B o TP g T B o oy G
[ o oo 7 Vi e © st
" «  Codsof Conduct Bribery
Coots st s .
Pinng e vt corer . iy ot e e i vt o oty ottt
S AT 0 0 S - &
R
et 0 * Sriemmiponss N
+_ Resoure planning. . !
[+ e s 0 + s gy
. = St 0
+ voton o otrcontel
kMo, [ —— ConsequenceRting Lkeihood  RiskLeve
[ = Teerouz vy | 1LFe Treewenang
Failure to achieve improved strategic Loss of profitability/revenue. Loss of market share. ol e 28 opioeat ol | Macc=tizecfl] [iiesursiiat
Imanagement of client portfolio Loss of reputation. Dilution of Shareholder Value. Moderate Likely High oo ety ﬁ;‘;.’,’:?’;’:&’.
L i ot | ot | BATESS
L Rl e R R
Caitcaol dadeqacyocorils | sk Trsrerts Pesonfiesporsle ByWhen . persan el |t e [Tt
A= Fuly Adeq, M= Moderately Adeq. |= Moritoring i IR coor | “acmi| St i
(DS yhdes J Risk Criteria e e I e B
“Senior Management Resources:  Management structure A 1 2 3 & 5
: B H insignincant| _minor | Wogerate | Wajor | Catastrophic
froieliinpsbtven © okl aiots A ———
+ Ot tomnag ks sy doarcton rugonat |+ ot oystoms ) e ] | Amost "
s S . || Cerain
F = = By
+ cmmamesuc LAst —assign an overall Risk Owner R
Seon = e
epops B o — s and a target risk level based on how Likely M
7 Y o st ~ =
Contt f st + Coteot ot effective you believe the risk H
[t E—— ety ot - ]
treatments will be £ M M
3
‘of inderstanding of Gent needs : = W E
Pt et g Uniike
o Beson & M M
= S 0
+ svoon o otrconte
Rare M M M
) ,/(.,L ‘ ] [
%

Which Came 1% Risk or Consequence?

* Reputation
— Crowd injury or even death
— Very low crowd numbers
* Poor weather
* Poor transport
+ Poor marketing

* Poor Marketing
— Dud consultant
+ Dud procurement process
— Dud procurers
» Dud hiring of procurers

Answer:
A new hiring policy?
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i * Decision Making
A volunteer
please * *

Take This Quick Quiz Take This Quick Quiz

Mary's mother has four children:

Abat and a ball cost $1.10 in total. Assume a bloke named Steve is picked at April, May, June and ...?
The bat costs $1.00 more than the random from a group of people from a list of all
ball. How much does the ball people born in 1978 (about 40 years of age).
cost?” Steve has been described by a neighbor as
follows:
Complete the word SO_P
“Steve is very shy and withdrawn, invariably

helpful but with little interest in people or in the
world of reality. A meek and tidy soul, he has a
How many of each kind of animal need for order and structure, and a passion for
did Moses bring on his ark? detail.” A Ferrari and a Ford together cost $190,000. The
Ferrari costs $100,000 more than the Ford. How
Is Steve more likely to be a librarian or a farmer? much does the Ford cost?”

Source: Association for Psychological Science Source: Association for Psychological Science

- DA - NN

The What of an Organisation BRYAN WHITEFIEL
AIIM|n,|§1ranva
BEIIHVI“I‘ Policy Politics
Limitless brocess cutture

HERBERT A i
SIMON

Systems Capability
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Limitless

DECID

Decision Making

===

How to Manage X
the Risk in your %

BRYAN WHITEFIELD

Finding the

Decision Making Success

Decision Quality

*

Diversity of Ideas

*
Candor “

~

) a
Integrity.

Execution Effectiveness

*

Commitment

*

Conflict W) Understanding

Trust

' Humility
Authenticity

Ethical
Decision

Making
Model

Decision

Task that is unfamiliar, needs to be
performed at speed, no idea of
outcome

Complex task requiring high level of
comprehension and skill

Routine, highly practiced, rapid task
involving relatively low level of skill

Totally familiar task, performed
several times per hour, well
motivated, highly trained staff, time
to correct errors

Probability
of error
0.55

0.16
0.02

0.0004

Error producing condition Multiplying

factor

Unfamiliar with infrequent and *x17

important situation

Need to learn an opposing x6

philosophy

Newly qualified x3

Little or no independent checks x3

Incentive to use more dangerous x2

approaches

Emotional stress X1.3

Blind Spots vs Clear Thinking

8. Evaluate the
decision

7.Implement
the decision

6.Choose the
best

altemative

2.Establish

decision
criteria

-
3. Weigh
decision
criteria
| A

4.Generate
alternatives

Rational
Decision
Making
Model

Process

Decision
Making
Model

10



MCI DECISION MODEL

DRIVERS BLOCKERS.

MCI
e [ st Decision
Model

CREATORS

Risk Appetite
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The What of an Organisation BRYAN WHITEFIELD R

Purpose

Policy Politics

Culture

Process

Systems Capability

AN AN AN AX A)

A

67?%

N

o

Risk Reporting ‘ Aligning the poles

l
NS

L

Reflection Point '

Do your
policies, processes and systems

ensure stakeholders know
where the flags are on the beach?

11



Risk Appetite and Your Role

Risk Culture

Culture is real

Hard to define, however, some examples of
how culture is identified include:
The “personality” or “character” of the organisation
“How things are done around here”

How employees think, act and feel

8/20/2018

Population

Role

Championing It

perationalising

Culture | The underlying base

Culture is established by leaders
Behaviour
How they dress
How they communicate
What they communicate

What they spend their time on

How they treat people

12
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The Palmer Report

The 2005 investigation into the Cornelia
Rau affa

A mentally-ill person was incorrectly detained
for 10 months under Australia’s immigration
laws.
There were failures to identify her true identity
n Australian citizen.
e failures to identify that she was
m a mental illn

unwittingly \ =N

Defining Culture

From the Palmer Report...

* Commonwealth Bank of Australia —

“There is a serious cultural problem . I . i(;lRimterventlon Bylbanking regulator'=
protective and defensive, a culture largely unwilling to challei

cultural norms or to engage in genuine self-criticism or analy — “Prudential Inquiry into the CBA. This
followed a number of incidents in recent
years that have damaged the reputation
and public standing of the CBA group.”

“The present culture seems to have operated to stifle o
thought, inhibit individual action, and discourage
consultation or referral.”

* APRA found:

“At the Executive Committee level, the Panel observed a
complacent culture, a lack of accountability for non-financial

risk management and lax remuneration practices, which led to What is Good Risk

almost inevitable attitudinal weakness in relation to emerging
risks and customer issues. Overconfidence, bred from financial
success, meant that serious gaps in CBA’s controls for non-
financial risks were overlooked. .”

Assessment?

13
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2 -
28
Emotions Drive ST N\~
Decisions =

Study of over 1400 marketing

o
(

campaigns by Institute of

Practitioners in Advertising in the UK.
* emotion only 32% effective B||nd SpOtS are B|aCk SpOtS

* logic only 16% effective
* logic and emotion 26% effective

Source: Dolan, G. “Stories for Work”, Pg 9.

Known Risks | Known Issues

Needs to be done well

Risk Assessment

Unlikely but identifiable

Unknown

Unspoken Risks‘ Unveiling the elephant in the room

14
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Black Swans| Impossible to predict

15



