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President of RIMS 2009

[ am very honored to have been invited to speak at your
conference today, especially to be among fellow risk

managers, as many of you are.

A number of factors are converging in the world of risk

management and the result is a picture of the key trends

and challenges facing risk practitioners today, tomorrow

and in the years to come.

Today, I will talk about these trends and challenges facing

risk practitioners. Specifically, I want to address what I

see as the top three risk management issues:

* The importance of enterprise risk management’s (ERM)
and alignment with sound overall business strategies;

* The biggest issues and concerns facing risk management
today, including the role of ERM; and,

* Potential key issues risk practitioners face today and

may face in the future.

However, before I talk about these issues, allow me to tell
you a little bit about the goals I have established as RIMS
president as well as to briefly explain my responsibilities

as leader for risk management for NOVA Chemicals.

The goals that I have established for my year as RIMS
president cover a range of initiatives that in some cases
were carried over from my predecessor. Others are new

initiatives that we began earlier this year.
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First, RIMS is boosting its educational offerings with
more professional development courses and workshops,
including more efforts to provide online courses. As we
all know, many organizations continue to face budget
constraints, in particular, reduction in training budgets.
Acknowledging this fact as a reality for many companies,
RIMS decided that it would be wise to offer more courses
that members can take online - options that are more
cost-effective, flexible and convenient. Plus, RIMS online
courses can optimize your overall learning experience by
offering many of our more popular courses, such as the
ERM Boot Camp webinar. We are continually seeking
new and relevant subjects to cover in future webinars and
other online courses that can help you do your jobs more

efficiently and productively.

Along with courses and workshops, and as part of
our plans to promote professional development, [ am
continuing the initiative began last year by Ms. Janice
Ochenkowski, RIMS president in 2008 - the Professional
Growth Model. If you are not already familiar with this, let
me take a few minutes to explain what this is. Essentially,
the Professional Growth Model is one that identifies the
skills necessary to be a good risk manager at various

experience levels.

This is an extraordinary tool - one that can be used by risk
practitioners not only in the United States, but in other
countries as well, including Japan. A combination of vital
communication, business and strategic risk management
skills, along with management and leadership skills, are
incorporated into this model, including:

* The specific functions and core requirements that risk
managers need at each professional level.

* Competencies that risk managers should develop and
practice at progressive career stages, critical to enhancing
their ability to deliver quality to an employer’s insurance
and risk strategies.

* Resources that support risk professionals in acquiring
the skills needed to become more proficient.

* The unique talents that get high-quality risk managers
noticed. These are characteristics of top-notch risk
professionals, as well as leaders in general. They are just

as important, if not more so, than technical skills.
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The model also serves to support employers in writing
risk management job descriptions and in hiring, as well as
evaluating employees and risk departments. Ultimately,
the tool offers a set of guidelines that allow risk managers
to take control of managing and assessing performance

excellence and career planning.

Another objective of mine as RIMS president is to
reinforce the importance of RIMS Maturity Model for
Enterprise Risk Management. This tool is designed for
individuals who are charged with risk management
responsibilities to develop sustainable ERM programs and
infrastructure that reflect their organizations’ strategies
and business objectives. RIMS Risk Maturity Model for
Enterprise Risk Management is a resource that enables
risk practitioners to score their risk programs online
and receive a real-time report. This analysis, based on
guidelines set forth in the model, serves as a foundation
for an organization to set its priorities for future ERM

improvements.

And I can't think of a better time than right now for using
this valuable tool, especially as the current state of the
global economic crisis continues to adversely impact the
way companies operate. At the minimum, companies
should take aggressive actions to institutionalize risk
management programs, which can greatly improve the
ability to identify, evaluate, assess, mitigate and monitor a

variety of risks throughout the enterprise.

In terms of government legislation, in particular those
that impact the broader insurance industry, RIMS
continues to monitor key legislative issues, such as the
federal terrorism insurance backstop, surplus lines and
insurance regulations. While much of what we monitor in
Washington, D.C. are domestic in nature, there are some
government legislative issues that may have some impact

or influence on companies operating internationally.

One of my other initiatives this year is to continue to
strengthen RIMS relationships with its industry partners,
including brokers, insurers, and educational institutions
-to share critical information.” We feel that it is very

important that there is regular dialogue with others in the
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risk community with whom we share common goals.

RIMS is also conducting a feasibility study on developing
a new international strategy - looking at how the Society
might assist risk practitioners in other areas of the world,
as well as how such an outreach effort might benefit our
current membership. An international strategy would
benefit not only North American risk managers, but
also risk managers throughout the world. As companies
increase their global presence, we see issues for the
risk community becoming more and more critical.
For example, there are growing issues about supply
chain risks and the need for better appreciation and
understanding of foreign regulations - particularly in

emerging markets like China, India and Eastern Europe.

As we continue to study the feasibility of an international
strategy for RIMS, we will also consider what this can
mean for RIMS ability to offer professional development
courses with more international themes and focus,
through webinars and workshops, or at RIMS Annual
Conference. I think RIMS is in an excellent position to
assist our membership as we expand our global reach
because we have established strong alliances with other
risk organizations around the world. I'm extremely proud
of the fact that in the past, RIMS presidents have been
good international ambassadors for the organization at
conferences such as this one, and I see myself continuing

in that tradition.

Now let me tell you a little bit about my job as Leader of
Risk Management for NOVA Chemicals.

NOVA Chemicals, headquartered in Alberta, Calgary,
has more than 3,000 employees in locations in Canada
and the U.S. as well as INEOS-NOVA, a joint venture with
operations in Europe and the U.S. The company'’s risk
management group contributes to the long-term financial
success of the business by providing proactive risk
analysis; motivating and assisting in cost-effective loss
prevention; and providing long-term, stable risk financing.
The risk-financing program includes the use of alternative
risk financing programs through the use of insurance,

captive and other financial products. I've been associated
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with NOVA's risk management group for the past 20

years.

Someone once asked me in what ways I thought I could
bridge my experience at NOVA with my responsibilities
as RIMS President. I didn’t really have to give that a
lot of thought because of our company’s culture that
encourages creativity and to stretch ourselves as leaders.
At NOVA, we are always asking ourselves, ‘How can we be
better? How can we learn from our experiences?” So for
me, it's important to share this same philosophy to help
risk management colleagues and RIMS members - to help
them cope with these “interesting” times of financial stress
and emerging exposures. When we see times such as
these, I get excited, because we see not only the troubled

waters, but also see opportunity.

Now to set the framework for my discussion on the three
major risk management issues facing the global risk
community today and in the future, let me first explain
this part of my presentation in the context of our current

economic situation.

The financial crisis that began some 18 months ago
culminated into the catastrophe we saw on Wall Street
in fourth quarter of 2008. Unfortunately, this situation
continues to have a crippling effect on businesses all over
the world. For example, here in Japan, you see the direct
impact this has had on the local economy - companies
reducing their workforces or making significant cuts to
their budgets. Your situation here is not unlike ours in

Canada or in the U.S.

But what caused this gigantic financial failure? While
it is certainly easy - and perhaps even gratifying to
some - simply to lay the blame for these failures on risk
management, a closer look reveals that these issues did
not arise from a failure of risk management as a business

discipline.

Rather, RIMS contends that the financial crisis resulted
from a system-wide failure to embrace appropriate
enterprise risk management behaviors - or attributes

- within these distressed organizations. These ERM
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behavioral attributes - if designed and implemented
comprehensively and systemically - could have identified
and mitigated, if not prevented, these losses for many of

these entities.

There was an apparent failure to develop and reward
internal risk management competencies. From the board
room to the trading floor, individuals on the front line
who were taking - and trading in - these risks ostensibly

were rewarded for short-term profit alone.

Finally, there was a failure to use enterprise risk
management to inform management’s decision making for

both risk-taking and risk- avoiding decisions.

So, if the present crisis is not a failure of enterprise risk
management, what really DID fail? Let's examine some of

the reasons:

* There was an over-reliance on the use of financial
models, with the mistaken assumption that the risk
quantifications based solely on financial modeling were
reliable as predictive tools to justify decisions to take risk
in the pursuit of profit.

* There was an over-reliance on compliance and controls
to protect assets, with the mistaken assumption that
historic controls and monitoring a few key metrics are
enough to change human behavior.

* There was a failure to properly understand, define,
articulate, communicate and monitor risk tolerances, with
the mistaken assumption that everyone understands how
much risk the organization is willing to take.

* There was a failure to embed enterprise risk
management best practices from the top all the way down
to the trading floor, with the mistaken assumption that
there is only one way to view a particular risk.

* There was no governance failsafe built into the risk

management frameworks

The way we see it, the current economic crisis is a “call
to action” - an imperative that says - in order to prevent
another financial catastrophe - organizations must change
the way they think about risk and consider implementing

an enterprise risk management program, or improve the



KO SARTATHHERITSED 1 A, RIMS O ERM B
HEARDOEK LTz 12008 FEDO&ERfEH. ERM E A D
] VS HEFICRHBENTVE T, COWmEFHE
RIMS DR—LR—=I D5 EHETHTENTEET,

FNTRERIC) AT AV REFOENT %5 =K7—
< O—D, [ERM DOEEM & ERM % Y] 75 2 AT 3L
LHEHE R L LDV T] BIEELET,

BAED LT A, ERM I3 AT 2T AV b, Gl
HALE, VA7 ZE R U b, FEks, o> 75
AT VA, BRI EEMGEISIE TREICESEIESED
ELTEENTOE T, FAOHEfRT % & T AIC XN,
HADMIEZY A7 EHE Y A 7K Z L DI EFNT
WET, LHhL, VAR Yr—E LTOERKICIE) X
JIZDWVWTE S EJRWHEF 2R > Tne e E e LN
I, BEDMRE. AMORHE, HEHO-EFPY X7 DFFD
RIT 4 TIREHANDMGEEN TR FA, TDXD
IRTEEIORTHRFREGRE. 1EEA. HEZ LT HlR
DENS RIR¥A A=V DBELZIEDF BDTT,

PELE L TOEEMEZHER L. BE THEEPREROD
iR DEHE & Bz HELS T L I3RHT R D EOIFICE
HTT, RRDBEORHCPREORHINMED & ThziE
BIBDEAARETRRENETEEZDLOTHLIAEDET
(BT B ENARETH 2 LREL TDFETI M), mik
NSt OFH E WD DIFREEEREDTT,

ERM IZSHTERBERIITOET, UL, iR
ETIWHNTELD> TV S EWVW->TERM ZE A L
BNWCTEREEVIRTULMDDEE A, ETERM EWVS &
D722 759 BAMERHD L E LD TS,

one already in place.

A more in-depth analysis can be found in a comprehensive
executive paper, called, “The Financial Crisis of 2008:
A Wake-up Call for Enterprise Risk Management.” This
report, which was written by RIMS ERM Development
Committee, was published in January, and is now available
on RIMS online Resource Library, at www.RIMS.org/

Resource Library.

Now that we've established a framework for the
presentation, I'd like to talk about the first of three
top risk management issues for the risk community:
Understanding the importance of ERM and the alignment

with sound overall business strategies.

Currently, ERM is viewed as incorporating sustainable
risk management, strategic value creation, risk-adjusted
decision making, business continuity, compliance, audit
and integrated risk management. [ understand that many
of your companies focus a great deal on risk control
and mitigating measures. However, as risk managers,
each of you play a vital role within your organizations
to take a much broader view of risk, one that considers
preservation of assets, protecting people and complying
with regulations along with the upside of risk. And these
all contribute to the success or failure of a company’s
reputation in the eyes of its stakeholder groups, including

its employees, its shareholders and the general public.

Maintaining integrity and earning the trust and respect of
customers/consumers and investors is vital, especially in
a downturn. If damage has been done to your reputation
in a downturn, it can be difficult, but not impossible,
to repair, assuming you can. At the end of the day, the
reputation of your business is still the most important

thing.

Enterprise risk management will continue to emerge and
develop over time, but its lack of a standard structure is
not an excuse for organizations to wait to actively practice
it. There needs to be a wholesale cultural acceptance of
ERM.
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Risk management is all too often treated as an isolated
function within an organization, especially by those
organizations that wrongly view risk management as a
constraint to profits. Other organizations view the CEO as
the chief risk officer and the traditional silo approach to
managing risk works. The events of the last year, however,
have highlighted how each of these views can prove false
- which again presents a compelling case for the value and

benefits of instituting ERM throughout the organization.

An organizational culture that views risk management
as a constraint to profits should be replaced by one
that correctly views risk management being integral to
achieving business objectives. Without taking risks, new
businesses would not be started, insurance companies
would not exist, advances in healthcare would cease, and
so on. Risk is good, but it needs to be actively managed
and monitored - which is why ERM cannot be practiced
effectively without having a prominent role within an

organization’s overall business strategy.

Risk management has to move up the corporate ladder
to the boardroom. The antiquated notion that various
organizational risks can be managed in individual silos
must come to an end. It is obvious, or should be, that
organizational risks are interrelated and need to be
managed on a much broader scale and scope. They need
to be managed in concert to identify, assess, quantify,
mitigate and then monitor risks across the entire

enterprise.

The lessons from the financial failure of 2008 will
certainly continue to generate lively discussions and
debates about the merits of elevating ERM to a higher
profile in an organization. There is no question that the
expertise of each corporate or organizational functional
area (IT, finance, audit, marketing, operations) must be
tapped and they must have a direct reporting relationship
to the top of the organization - and not just to the CEO or
CFO.

Now I'd like to discuss the second key risk management
issue: What are the main concerns facing risk

management today and ERM's role. Or better yet, what
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can we learn from the financial crisis of 2008 and what
does this mean for ERM?

The first lesson is to better understand expected and
desired outcomes and to design the organization’
s enterprise risk management program accordingly.
Determine whether the organization is mainly concerned
with the downside protection (resiliency), upside
opportunity (sustainability) or some combination of both.
If emerging risks are to be cared for, what needs to be
in place? Keep in mind that if the organization’s focus
is compliance-based, it will produce a compliance-based

outcome.

Second, it is important to realize that merely
implementing an enterprise risk management program is
not enough. For example, the key to successful enterprise
risk management practices depends on the behavioral
attributes of the organization at all levels. This was the
conclusion in RIMS State of ERM Report 2008. The report
also states that organizational competencies identified
as least mature, provided insights into areas for the
opportunity of greatest organizational improvement.
These least mature attributes include risk appetite and
risk tolerance, root cause discipline, and performance

management.

Additionally, the individual skills of those responsible
for leading the risk activities within an organization
provide insight into the competencies needed to drive a
sustainable risk program. The enterprise risk manager
will need to pay special attention to developing leadership
skills, strategic thinking, ethical judgment, innovative
decision-making and communication, to name a few. If
you are interested in getting a copy of the RIMS State
of ERM Report 2008, all you need to do is complete the
online RIMS Risk Maturity Assessment, at www.rims.org/

rmim.

Effective enterprise risk management must be part of the
culture - accepted, expected and practiced at the highest
levels and down through the organization - if it is to help
the organization make better risk-adjusted decisions.

Enterprise risk management is most effective when it
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spurs a change in how everyone in the organization thinks

about, and acts upon, the risks to the organization.

When designed and implemented comprehensively and
systematically, enterprise risk management, can change
future outcomes. When enterprise risk management
becomes an integral part of a company’s culture, the
warning signs of a market gone astray cannot go unseen
so easily. When every employee is part of a larger risk
management process, companies can be much more
resilient in the face of risks. It is an important lesson to
learn now, before the cycle renews itself and businesses
find themselves facing the next cycle of business
failures, lapses in risk management and shortcomings in
governance. The cycle does not have to repeat itself, as it

always has in the past. ERM is the key to preventing it.

Enterprise risk management - to be effective - must
fundamentally change the way organizations think
about risk. When it is practiced fully, enterprise risk
management does not just help protect businesses from
setbacks, it enables better overall business performance.
With that in mind, and with so much economic
uncertainty on the horizon, now is the perfect opportunity
for organizations to use the many strengths of a solid

enterprise risk management program to their advantage.

The third and final key risk management point I'd like to
make is this: there are several issues, or challenges that

risk practitioners will more than likely face in the future.

Depending on how you view it, the issues for the future

that most everyone can agree on include:

* Having the capabilities, resources and tools to embed
ERM in the culture of organization - whether your
company is large or small, in the private or public sectors
- it doesn’t matter. Large businesses, especially, are known
for creating ‘silos’ or individual parts of the business
that do not communicate effectively with each other or
share common business objectives. This is perhaps one
of the most risk-laden business situations. As part of any
effective ERM program, it is vital to break down these

barriers.
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* Being able to embed better risk governance: asking the
right questions, understanding their risk exposures more
fully, and improving ways of mitigating them. In doing so,
there is transparent view of the whole business and risks
can be assessed properly. Only then can you truly assess
the risks facing a company and how you can overcome

them.

* Getting buy-in, or support and backing of senior
management in creating an ERM program. If not, there
is the risk the program will go nowhere. By gaining this
type of support, there will be a mandate for change. It is,
though, also essential that employees, particularly, risk
managers, throughout the business, understand the “who,”
“what” and “why” of the ERM program. Of course, I am not
advocating that risk managers be considered the in-house
‘expert,” with the knowledge and solution to all risks
facing an organization. Instead, they should ensure that
people in the company have the expertise to deal with
the risk, and risk managers should also serve as a bridge
between the people with the expertise and the owners
of the risk. In other words, risk managers should not be
expected to have the answers to all problems facing a
company, but they should be able to offer a process for

mitigating and solving problems.

[ realize that I have presented a great deal of information
for you to absorb about some of the major issues and
challenges WE face as risk practitioners, now and in
the future. I hope I was able to explain and help you
understand the value and benefits of ERM and how we
must all make our best efforts to embed this concept
into our respective organizations - that it will not happen
overnight. I mentioned earlier that ERM is an evolving
process - that it may even take years to fully mature to
a strategic level. So, we should practice patience and
perseverance. Even if your company does in fact have an
ERM program, if it is NOT aligned with your organization’

s overall business strategy, it may never fully develop.

So, what is YOUR role as a risk manager? Consider
expanding your knowledge base, assessing your skills
set and determining what YOU can do to help your

organization reach the strategic level of ERM.
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Ask yourselves: How can I increase the level of MY risk
competency? Do you consider yourself more proactive,
rather than reactive? Is there a way you can do things
differently? A different way you can look at a problem or

assist in your business plan - to enhance or protect it?

[ call on each of you as risk practitioners to ‘take action to

challenge your risk 1.Q.

One final note: if you looking for helpful resources and
tools to help you get your ERM program underway, or if
you'd like to access peer-to-peer white papers and other
valuable information, look no further than RIMS Web
site. Here you will find a wealth of information, resources
and useful guides to help you perform your job as a risk
practitioner more effectively and efficiently. And many of
these resources and tools are available to RIMS members
at little or no cost. For example, there is “Enterprise Risk
Management for Dummies,” a valuable little start-up guide
for ERM first-timers. You get easy-to-understand ERM
terms and helpful instructions along with tools on how to
get started developing your ERM program. You can find
this little booklet, a copy of the executive report, “The
Financial Crisis of 2008: A Wake-up Call for Enterprise
Risk Management,” and much more on RIMS Web site. But
please, don't take my word for it! Visit the Web site and
explore all the things that are available to RIMS members

and those who are interested in becoming members.

I hope to see you at RIMS Annual Conference in Orlando

next month.



