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Thank you so much for inviting me to speak with you today.
It is a privilege to be in Japan to meet with fellow risk
management practitioners as the 2017 president of RIMS, the

risk management society.

I have been a member of RIMS for 22 years, and I have
worked in risk management and insurance for more than 30
years. My career in risk management began in insurance
brokerage, where I gained a comprehensive understanding of
the insurance industry, as well as practical experience helping
organizations to:

o identify and assess their risk exposures;

o determine insurance requirements and place coverage; and

® coordinate claims when needed.

During that period, my interest in the practice of risk

management continued to grow.

In 1995, I became the first full-time risk manager at the
University of Saskatchewan, a medical doctoral university in

Saskatoon, Canada.

Although the governance structure and mandate of a not-for-
profit university is very different than a for-profit corporation,
the University dealt with many common risks, such as:
o Health safety and security risks to students, faculty, staff
and the public;
o Facilities and infrastructure;
e Protection of intellectual property, data and personal

information;
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o International travel and field research risks;

® Large scale events; and many others.
During my time there, risk management evolved from
focusing primarily on identifying hazard risks, and preventing
and insuring losses ... to an integrated risk management
program that covered all categories of risk. Enterprise Risk
Management (ERM) was just emerging as a concept, and
the university was one of the first in Canada to develop
and implement a framework to address strategic, financial,
compliance and reputational risks, in addition to traditional

operational risks.

It was a period of unprecedented growth at the university,
and risk management was an important part of the planning,
design, and delivery of national research facilities, such as
the Canadian Light Source synchrotron and the International
Vaccine Laboratory (InterVac). ERM helped the University
governors and management to understand the critical risks
facing the organization, and what was being done about
those risks. It also provided a better understanding of the
organization's capacity to take risks, and how to use some of

those strengths to its advantage.

POTASHCORP

About four years ago, I joined a for-profit company as
director of global risk management for Potash Corporation of

Saskatchewan Inc. (PotashCorp)

PotashCorp is the world's largest fertilizer company by
capacity, producing potash, nitrogen and phosphate products
that are vital to maintaining healthy and productive soils.
They are also used to make livestock feeds and industrial
goods. Our Canadian potash operations - the primary focus
and namesake of our company - represent one-fifth of global

capacity.

Our products serve customers throughout the global
marketplace — from China, the world’s most populous nation
and largest fertilizer consumer, to India, with its 1.2 billion
people. From Latin America—an agricultural superpower —to
the rice and oil palm producing fields of other Asian countries

and the markets of North America.

With operations and business interests in seven countries,
PotashCorp is an international enterprise and plays an

important role in helping the world grow the food it needs.
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It is well-known that the mining and chemical operations are
exposed to inherent hazards and risks. PotashCorp's overriding
concern is the safety of our employees and the environment.
That is why we commit to continuous improvement of our

safety, health, and environmental processes at all facilities.

An overview of PotashCorp's approach to risk can be found
on our website at www.potashcorp.com, in the Integrated
Reporting Centre section, as well as information about Key

Business Risks including:

e Market risks, external risk factors such as global demand
and competitive supply, as well as the internal operating
capability to meet surges in demand;

o Cyber security - The protection of systems, data, and
intellectual property to prevent and mitigate loss or
disruption;

o Potential changes in political and regulatory regimes that
may affect our international operations and investments;

o Potential risks to the transportation and distribution
infrastructure that is critical to the reliable and timely
distribution and storage of our products; and

® The risk of extreme loss due to catastrophic events or
malicious acts, which is a key consideration for every large

organization.

RISK MANAGEMENT IN CANADA

I am the first Canadian RIMS President in seven years, and I

want to talk briefly about risk management in Canada.

Many Canadians have helped pave the way for the development
of leading risk management practices, and we've seen this

paralleled in the finance and accounting world as well.

Douglas Barlow, who worked at Massey Ferguson Ltd., was
the first Canadian president of RIMS in 1971-72 and a founding
figure in the risk management field. In 1966, he was the first
corporate risk manager to apply the ‘cost of risk’ concept
that is used by many organizations today as an internal and

external benchmark for performance measurement.

Today, Canada is well advanced in the practice of enterprise
risk management. Canadian organizations are influenced by
the business practices and regulations of our largest trading

partner, United States. But our connection to the United

1
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Kingdom, both historically and as current member of the

Commonwealth of Nations, has had a large impact as well.

You will see influences of both in our approach to risk
management. Many companies are listed on the New York
Stock Exchange, in addition to the Toronto Stock Exchange
and others. As a result, Canadian businesses adapt their risk
management practices to address U.S. regulatory requirements,
like Sarbanes-Oxley, as well as regulations in the U.K. and

other countries where they do business.

2017 PRESIDENTIAL THEME

The opportunity for businesses to ‘go global  has certainly
become easier, and the opportunities presented by international
trade are very significant. Regardless of the country where
you conduct business, risk management is evolving to reflect
the global business environment. Although it may be known
as enterprise risk management or integrated risk management
or simply ‘risk management’, the common concepts, tools,
terminology, and practices are becoming recognized and

practiced worldwide.

And, that’s one of the reasons why I am so passionate about
RIMS. This Society connects the world’s risk community and
brings practitioners and thought leaders in the field together to
share their knowledge, experiences, support their colleagues,
sharpen their skills, and advance their organizations’ risk

programs.

And the best is yet to come. As RIMS president, I will focus
on moving us Forward Together. I truly believe that, united,
risk professionals can influence change, and continue the
momentum that has seen a deeper reliance and appreciation

for strong risk management capabilities around the globe.

Forward Together reflects my personal desire that RIMS will
make big strides to execute its strategic plan and 2017 goals

with excellence.

INTRODUCTION

The theme of moving Forward Together ties in nicely with the

topic of my presentation.

Business growth and innovation is very much a team

effort. How well the organization works together and shares
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information is critical to its ability to achieve its strategic

objectives.

Today, risk professionals are becoming more integral to setting
strategy and value creation and, in most organizations, work
closely in tandem with adjacent business functions such as
legal, finance, human resources, information technology,

compliance, and others.

Risk management can play an integral part in supporting an
organization's strategy. To do this, we must fully understand
the strategy, and provide useful processes and evidence-
based information to help senior management to understand
and manage the risks that could cause the strategy to fail.
In addition, management must understand the new risks that
could arise from the chosen strategy and, as importantly, the

risks of selection of one strategy over another.

Risk management has effectively helped management and
boards understand the principal risks facing the organization,
and what is being done to address those risks and protect
value. Studies such as the annual Excellence in Risk
Management series by RIMS in partnership with Marsh,
indicate that executive management sees an increasing role for
risk management to support better decision making and reduce

uncertainty.

An effective risk management function can increase
organizational capacity to understand and manage risk and
uncertainties, help create value and positively impact the

future of the business.

TECHNOLOGICAL CHANGE

If we look at innovation and growth in technology, it is easy to

see why risk management is essential to the process.

The continued expansion of the ‘Internet of Things has
enabled organizations to become more efficient, reduce costs,
and deliver better products to consumers (or users), faster.
Cisco Systems estimates that by the year 2020, 50 billion

objects will be connected to the internet.

Innovation is great, but a decision to move forward with new
technology, or innovative new uses of existing technology,
can change the corporate risk profile, creating unanticipated

new risks and vulnerabilities. With the Internet of Things,

13
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concerns about legal liability might only be a part of the
potential impact. Not only are the number of IOT-enabled
objects rapidly increasing, but these objects are connecting
with other objects in a network, and eventually these
networks will connect with other networks. As the world
becomes increasingly interconnected, so do the potential risk

implications.

Technology-related risks, and the failure of organizations
recognize strategic risks associated with innovation, is much
older than the Internet of Things. Examples include Blackberry’
s failure to recognize and respond to industry trends to keep
pace with other smartphone developers, resulted in significant
loss of market share and value. As a result, Blackberry is a

much different company today than it was in 2010.

Blockbuster is another example of an organization that failed
to identify a strategic and technological risk. Blockbuster
was a retail storefront that rented movies and video games
to consumers in the United States, Canada and the United
Kingdom. Although it had operations here one time, it left the
Japanese market in 1999. At its peak in 2004, it had nearly
60,000 employees and over 8,000 stores. But, the company
failed to recognize the competition of Netflix and RedBox,
and it did not adapt to the emergence of video on demand
technology that would allow consumers to stream movies. The

company filed for bankruptcy in 2010.

There are many other examples of strategic risks arising from
technological change, including the profound impact of digital
technology to the traditional photographic film business of
Eastman Kodak Company and, more recently, the emergence
of technology-driven ‘sharing economy companies’ such as
Uber and Airbnb, that have affected the business of traditional

service companies in many countries.

There is no question about the benefits and value of
technological progress. But, it has opened the door to increased
risk exposures, including Infrastructure. Decisions about
security risks and controls in technology-based systems can

have far-reaching effects.

In 2015, Ukraine’s electrical grid was hacked. It resulted in
a massive power failure. More than 30 of the country’s 135
power substations were shut down for about six hours, cutting

electricity to more than 80,000 homes.

Now imagine a similar catastrophe in a major city like New
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York, London or Tokyo. The blackout would shut down public
transportation. local airports would close. Financial markets
would cease trading. Safety and protection systems could fail
to operate, as well as things like elevators and traffic signals.
Hundreds of thousands of people would need to be evacuated
to safer locations, and emergency responder resources could be

severely strained.

Looking forward, driverless cars, the commercialization of
space, and wearable technologies to keep employees safe
and healthy are all examples of complex issues that risk

professionals must face.

FOSTERING INNOVATION AND GROWTH

Technological and business innovation have not only reduced
costs and improved organizational efficiency, but the developers
of such innovations have become some of the strongest and

most valuable organizations in the world.

Technology is an easy way to demonstrate the challenges
of innovation, but there are many other ways for businesses
to introduce innovation, grow and achieve great success,
including:

® Geographic expansion

@ New processes or new products

® Mergers & Acquisitions

o Talent

These strategies can certainly help an organization reach
new heights but, in each case, an effective risk management
program can make sure that the organization is prepared for,

at the very least aware of, the uncertainties that lie ahead.

So, we are at a crossroad.

We know from past studies that senior level executives
understand the need for risk management and want risk
management to be a part of the strategic decision making
process. The question is, how can our work, as risk

professionals, support such innovation and growth?

Strategic Risk Management (SRM) is defined as a business
discipline that drives deliberation and action regarding
uncertainties and untapped opportunities that affect an

organizations strategy and strategic execution.

Strategic Risk Management (SRM) takes the insight that we

15
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have developed from an enterprise-wide risk management
approach, and applies it as part of the organization's strategy
process. It usually requires application of additional tools such
as scenario analysis, and processes to detect emerging risks
and potential disruptors. In this context, the risk management
process can help the organization understand and address risks
that could result in failure to achieve its strategic objectives. It
can identify new risks that could arise from a chosen strategy,

as well as the risks of alternative strategies.

DEVELOPING RISK APPETITE AND
RISK TOLERANCE STATEMENTS

To take a risk program to an advanced level, risk professionals
must help determine how much risk leadership is willing to
take and how much risk the organization can withstand. By
this, I am referring to the development of a risk appetite and

risk tolerance statement.

These statements can be a valuable strategic tool not only for
managing risk, but also for maintaining an effective balance

between risk and reward.

Risk appetite is the total exposed amount of risk that an
organization wishes to undertake based on risk-return trade-

offs for one or more desired and expected outcomes.

Whereas, risk tolerance is the amount of uncertainty an
organization is prepared to accept in total or more narrowly
within a certain business unit, a risk category, or for a specific
initiative, usually expressed in more quantitative terms. These
two concepts together can provide the risk boundaries or

limits for an organization.

I like to use a sword and shield analogy here. Risk appetite
being our sword - “how much risk are we willing to go out
and conquer.” While risk tolerance is our shield - protecting
us from reaching the risk breaking-point that the organization

is willing or able to accept.

These statements should guide decision-makers throughout
the organization concerning the type of level of risks that
are accepted, and where the organization is willing to accept
additional risks in pursuit of opportunities. It should help guide
organizations away from solely pursuing single, narrow goals
without considering potential consequences as they pursue

rewards for an appropriate level of risk.
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With an effective risk appetite and tolerance statement in
place, companies will be better able to address uncertainties,
protect their assets and create additional value. And they’ 1l be
better equipped to address the gaps between what we want to

have happen and what could actually happen.

Also, they Il be better positioned to determine which risks
are acceptable and which ones should be transferred using
insurance or other financial mechanisms, as well as how much

of a backstop is needed.

In the RIMS Executive Report,” Exploring Risk Appetite and
Risk Tolerance”, the authors concluded that well-defined and

well-thought-out statements can:

1. Encourage organizations to take measured risks to generate
value and avoid intolerable loss.

2. Align stakeholders, including the board, senior management,
shareholders on the amount and type of risk the
organizations is willing to take.

3. Create awareness about, and action to prevent, excessive

levels of risk that co uld lead to advance consequences.

There can certainly be challenges to designing practical and
effective statements, including:

® Unclear and overlapping definitions

e Overabundance of enterprise risk management jargon

e Limited examples of any clear value

But the greatest advantage to developing these statements,
and their ability to support innovation and growth, lies within
the conversations needed to develop them. The dialogue
that is required to reach agreement on risk appetite can be
exceptionally valuable to establish a consistent understanding

of risk among the board and executive management.

RISK TAKER VS RISK MANAGER

The conversations and the collaboration between senior
leadership - THE RISK TAKERS - and risk management
- THE RISK MANAGER - are key to supporting strategic

decision-making.

In the past, risk has had a negative connotation to it. Risk is
often associated with loss, resulting in a negative impact on

organizations with very little reward, if any.
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This bias is understandable considering the nature of
traditional risk management, which relies on the placement
of insurance to cover financial losses. Business history has
always involved the risk of loss, from natural catastrophes
and perils of the sea'** to corporate events such as Enron and
WorldCom, the financial market meltdown because of CDOs

around 2007, and many more...

Traditionally, risk managers have addressed risks that can
cause loss or impede the organization’s ability to meet its goals
and objectives. We refer to these as ‘downside’ risks. Risk
Takers, on the other hand, set the organization's vision and
determine the strategy, goals and objectives that will result
in growth and create value. While these two roles carry
different and distinct responsibilities there are opportunities
for collaboration.

Risk professionals must be able to focus on the positive side of
risk, the side of risk that can drive an organization’s ability to

innovate and grow.

Risk management plays a role similar to a midfielder on a
soccer field - or, where I'm from, a two-way forward in hockey.
Midfield soccer players assist both offense and defense. They
must be ready to help the team score and must be able to drop

back to support the defense.

Risk management can, and I believe should, function the same
way. SRM can not only be used to avoid losses; it should be
used to help an organization’'s “offense” achieve those strategic
goals. By understanding its capacity to take intelligent risks,
and the types of risks it desires to take, the organization
will be better equipped to effectively take opportunities and

achieve its goals.

To reach those goals - which inevitably focus on growth and
innovation - the relationship between RISK TAKER and the
RISK MANAGER must be built on three pillars: knowledge,

communication, and output.

KNOWLEDGE

One of the greatest assets that we realize by employing ERM
and SRM strategies is the knowledge that we gain through
our interactions with risk owners and other stakeholders

throughout the organization.

Sometimes, though, the information is too specific. It focuses
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on a single risk, operation or process.

To strengthen the connection with senior leadership, risk
professionals should focus on information that is holistic,

strategic and timely, asking themselves following questions:

e Holistic: Do I have a holistic view of this process or
function? Am I considering it in the context of the strategy
and goals of the organization as a whole?

o Strategic: Does this business function’s strategy align with
the organization's? What risks arising from this business
function might impact the organization from reaching its
objectives?

e Timely: Is this information current? How is this
information going to change the future? Are there any

upcoming plans to change the process, initiative or task?

COMMUNICATION

Communication is probably the biggest key to building
relationships. It enables risk professionals to breakdown silos
between departments and stakeholders. But, most importantly,
facilitation of effective communication will highlight the value

that risk professionals bring to the organization.

Some tips for risk professionals to communicate effectively
with leadership are:
1. Focus on the organization. Interaction with business

operations managers can be very process-specific.

When communicating to senior executives it's important
for risk professionals to consider the implications of those

challenges on the organizations strategy.

2. Be concise. The opportunities and time allotted for risk
professionals to appear in front of leadership to discuss the
risk profile of the organization is often limited. It's critical

that risk professionals are concise.
It's the risk professional’s job to sort through the information
and share only the issues that have both the biggest impact

and/or are the most time sensitive.

3. Be positive. Think about positioning your conversations in a
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positive way. It is unfortunate, but risk management is too
frequently labelled as the business function that terminates
the deal or puts a hold on a new initiative. It is preferable
to be known as a function that will help the organization

effectively take and manage risks while achieving its goals.

For example, stating that supply chain risk will increase as
global operations expand is not enough. Offering new solutions,
such as potential strategies to be considered by operations
in targeted regions would be much more appreciated and,
again, demonstrate risk management’s ability to contribute to

innovation and growth.

OUTPUT

Risk management program output should be planned in
advance, well-prepared and revisited periodically to ensure
that documentation of objectives and activities meet or exceed

audience expectations.

Supportive data is important. While most risk management
functions generate qualitative data that tells us things like “how
likely something is to happen” based on historical statistics,
technology is constantly improving. Risk professionals now
have more opportunity to develop more quantitative and
analytical data. The more reliable information and risk analysis
that we are able to provide leadership, the more comfortable
they will be making evidence-based decisions. In addition, risk
professionals must become familiar with the data analysis tools

that leaders and decision-makers use.

LINKING SRM TO STRATEGY IMPLEMENTATION

The importance of linking SRM to strategy implementation is

becoming widely recognized.

But, if we look at a study conducted by the CEB Risk
Management Leadership Council, the audit function of the

organizations surveyed found that they spent:

42% of their time on operational risks;
39% on financial reporting risks;

13% on legal and compliance risks; and

only 6% on addressing strategic risks.

Yet, it is estimated that about 65% of risks that have caused

share price declines greater than 30% have resulted from
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strategic risks.

An obvious question arises. Are we paying enough attention to

the risks that matter most?

While strategic initiatives such as business model renewal,
strategy review processes and building innovation capability
are among the top opportunities identified by leaders to drive
growth and address change, these very initiatives represent

significant performance gaps for many organizations.

Findings from a strategy execution study conducted by
the Economist Intelligence Unit confirm that 80% of senior
executives recognize the importance of implementing strategy
successfully. Yet, 61% of respondents acknowledged that their
organizations struggle to bridge the gap between strategy

formation and its daily implementation.

SRM practitioners are well positioned to help facilitate
strategic risk discussions and support efforts to strengthen
strategy development and implementation.

Developing a simple framework can help ensure that
organizations take a balanced approach when considering and

addressing opportunities and risks.

One example is the framework used by the YMCA of Greater
Toronto to address strategic risks. This framework suggests
that, in this organization, managing strategic risk begins with
understanding and assessing the potential threats and drivers

of value.

The framework informs leadership of the resources that will
be required to support activities closely linked with strategy
and performance. Essentially, it can unlock organizational

value and close potential gaps.

By asking a series of questions, organizations can clearly
articulate their strategy and identify the activities that must

be completed to achieve it. Questions to consider include:

1. What is our winning aspiration?

2. Where will we play? This reviews competition in the
marketplace.

3. How will we win? What steps do we need to take?

4. What capabilities must we have? Where must we devote
resources? Or, do these resources already exist within our

organization and are we failing to capitalize on them?
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5. And, what management system do we need?

Asking strategic questions will generate the kind of discussion
needed to strengthen strategy decisions and increase the

likelihood of success.

Applying formal processes and techniques to better understand
and manage strategic choices and initiatives can significantly
help an organization navigate some of the difficult issues and

uncertainty that comes with venturing into the unknown.

SUMMARY

The ultimate goal of most organizations is growth and, for

many, innovation is the means to achieve that goal.

Risk management’s evolution has placed risk professionals in a

prime position to support the strategy process.

To be a strategic advisor and contribute to growth and
innovation:
o We must continue to grow and innovate within our own
practice
® We must be able to help the organization understand and
expand its risk capabilities, to determine how far it is
willing to go and/or how sacrifice to achieve its goals.
o Ultimately, we must be able to help the organization reduce
uncertainty, and make better decisions in the pursuit of

value.

Risk appetite and risk tolerance statements are effective tools
for identifying and documenting those thresholds, and for
guiding decisions that are made by employees throughout the

organization.

Risk professionals can support growth by forging strong and
effective relationships with decision-makers, as well as other
corporate functions. Cultivating, communicating, and delivering
timely and high-quality risk information is integral to effective
collaboration and a common understanding of the approach to

risk.

Finally, we talked about the importance of linking Strategic

Risk Management to strategy implementation.

All too often, great ideas emerge and fail in implementation.
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Setting a framework for the evolution of the idea and how
the risk management process can support those innovations
emphasizes the true value risk professionals can offer to the

innovation and growth process.

CONCLUSION

Even though I've been a member of RIMS for 22 years, this
Society and its growing network of engaged and enthusiastic

risk professionals continues to amaze me.

RIMS continues to develop thought-leading reports and
research that empowers risk professionals around the globe
to implement revolutionary risk management approaches that

contribute to the success of their organizations.

Reports such as:

1. “Developing Effective Risk Appetite and Tolerance
Statements,” developed by RIMS ERM Committee;

2. “Risk Manager vs. Risk Taker” by Jessica Wasserman,
another member of RIMS SRM Development Council; and

3. “Bridging Strategy and Implementation with Strategic Risk
Management” by Monica Merrifield, vice chair of RIMS

Strategic Risk Management Development Council.

are only a small sample of the work of the tremendously
talented and experienced risk professionals that actively

participate and contribute to the Society.

Our Annual Conference and specialized conferences - like our
ERM Conference and our Cyber Conference - stand out as the
industry’s premier events. This year's Annual Conference is
in Philadelphia in April, and we will present 166 educational
sessions touching on almost every aspect of risk management

that you can imagine. I hope you can join us.

The future of risk management is bright. And, I truly believe,
that if we move Forward Together, the possibilities and the

opportunities for risk professionals are endless.

Once again, thank you so much for having me here. It truly

has been an honor.
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