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INTRODUCTION

Good morning and thank you. It is truly an honor to be here

and to speak with you today.

I am Gloria Brosius, the 2019 President of RIMS, the risk

management society.

RIMS INTRO / A MORE INCLUSIVE SOCIETY

I am so very proud to serve as president of this Society and to
lead this global community of 10,000 risk professionals from
all parts of the world.

We are a global Society, driven by a very active and engaged
network of professionals. As one community, we have access
to unmatched knowledge and experience that enables us, as a
group AND as individuals, to better serve our organizations.

Expectations have never been greater for our organizations.
Global business executives are leaning on their risk
management teams for enterprise-wide intelligence and
dynamic strategies. Each day we are challenged to help our
organizations:

® quickly adapt and implement emerging technologies;

® to proactively address cyber exposures;

® to brace for political change;

® to uphold ethical and social standards;

® among many, many others.
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Todays risk professional is expected:
® to be a strong communicator;
® to have a global lens;
® to be a strategic thinker;
® And ready to support innovation.

I am excited for the year ahead. My priority as RIMS 2019
President is to ensure that the Society provides a path for
the world’s risk management community to meet and exceed

these great expectations.

GLORIA BROSIUS

Each of risk management professional has a different story.

Let me share mine.

My start in risk management was not traditional. In school,
I studied business and marketing. My first risk management
job was as an administrative assistant in a risk management
department at FCC Services, a service company for the U.S.
Farm Credit System. At the time, I didnt even know what risk

management was.

My manager generously mentored me and gave me a good
foundation to excel in this field. After 24 years, I sought a
new challenge at Pinnacle Agriculture. Pinnacle is one of
the largest independent distributors of agricultural crop
protection chemicals, fertilizer and seed, and farm services in
the United States — including the latest precision agriculture
technologies. We are united by a singular commitment:
to ensure America's growers get the best return on their

investments.

As Pinnacle’s very first risk manager, I was challenged to
create a risk management program from its infancy so that
our 1,500 employees, who serve our nearly 20,000 customers
throughout 27 states, can make more informed risk - based
decisions about the future.

As you might imagine, climate change will have a major
impact on agriculture throughout the world, including our
American growers. From Pinnacle’s perspective, climate
change has the potential to impact our organization's
opportunity for growth, the needs of our customers and,
subsequently, the services we provide.
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Research and benchmarking statistics show that climate
change is real:---AND, that there is great opportunity for risk
professionals to proactively and strategically manage this

dynamic risk.
CLIMATE CHANGE IS REAL

As RIMS Strategic Risk Management Implementation Guide
points out, climate change is a dynamic risk, not an emerging

risk.

An Emerging Risk is a novel manifestation of risk or type that
has not been experienced previously.

But, Dynamic Risks are ones that are known to exist, but may

change over time.

The impact of global climate change is already to starting to
show. Well known organizations, government agencies, the
insurance industry, and international councils, have presented
credible data on the number of weather and climate related
incidents. Climate change risk are definitely known and are
definitely evolving.

The United States’ National Oceanic and Atmospheric
Administration (NOAA) provides data on weather and climate
disasters that totaled over $1 Billion U.S. dollars. Scientists at
NOAA recently stated that the trend is expected to continue

its upward trajectory.

This model - from the United States’ National Oceanic and
Atmospheric Administration (NOAA) -
providing data on weather and climate disasters that totaled

is updated frequently,

over $1 Billion U.S. dollars. As you can see, the trend of these
incidents is rising, and scientists at NOA A recently stated that
the trend is expected to continue its upward trajectory.

With more and higher valued assets at risk, the severity of the
potential impact continues to escalate.

According to AON, one of the world’'s largest insurance
brokers, many of the assets at risk are uninsured. Of the $353
Billion lost as a result of extreme weather in 2017 only $134
Billion - just 38% - was insured.

Lloyd’s of London estimates that over the next 10 years, more
than $1.5 Trillion Dollars of Global Domestic Product is at risk

due to severe weather incidents.
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So, who should be worried? Where are organizations safest?

Statistics show that extreme weather events are not isolated
to one region or country. Climate change is both a local and
global concern.

Japan faced extraordinary weather conditions and natural
disasters in 2018. It was a challenging year with:
® Record setting rainfall this past July that brought flooding
of nearly three times the monthly average.
® A heatwave, with temperatures reaching 41 degrees
Celsius (105 F).
e A typhoon and earthquakes, including
e The Hokkaido Earthquake that registered a 6.9 magnitude
and left the island in a blackout.

The point of this chart is to emphasize that climate change is
not localized to specific regions - it is a growing present and

future world-wide issue.

Data support scientists’ predictions. If we consider the global
surface temperature from the last 100-years, we have a good
indication that the temperature will continue to rise. The
world is getting warmer and this is a very consistent and

strong trend.
TOP CLIMATE CHANGE CATEGORIES

The first step in understanding the potential impact of climate
change is to put the conversation in context. Risk management
professionals can lead the conversation by grouping potential
climate change consequences and categorizing them by sources.

There are really five major categories for us to assess. And,
while I list five here, there may be others that will emerge

over time.

First on my list is temperature change. Clearly, a rise
in worldwide temperature will impact cooling costs and
workers’ productivity. Businesses will likely need to make
adjustments in scheduling and cost estimates in order to

remain productive.

Construction companies, for example, generally suspend work
when the temperatures reach a certain degree for the safety
of their employees. With our universal dependency on data
and information, all companies must consider higher energy
costs for keeping computer server rooms and technology

functioning.

1
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Drought due to lack of water supply is my second category -
this climate-related consequence is of special importance in my
industry. Drought can devastate growers and, consequently,

my organizations sustainability.

Without a readily available water supply, growers might be
forced to choose alternative (and generally more expensive)
irrigation systems for the health of their crops. And, in some
parts of the world, droughts can lead to loss of life, wildfires
and destruction of cities.

Industries such as mining, beverage and pharmaceuticals are
heavily dependent on water supply. Lack of clean water can
bring production in these industries - and those that rely on
them - to a standstill.

Rising sea levels are also worthy of “alternate outcomes”
consideration, particularly for countries with high-density
coastal cities such as Japan, China, India and the United
States. Rising sea levels can lead to flooding, displacement of

people and salt water contamination.

The challenges of climate change present opportunities as well.
Resource efficiency considerations already enable organizations
to understand their use of existing resources and how climate
change will impact availability, quality and its price.

Organizations already are considering and using alternative
fuel sources - choosing natural gas over oil. Solar, wind and
hydro power are also options.

There are also smart buildings that efficiently control lighting,
heat and cooling. Efforts to reduce the human effects of
climate change made under the banner of corporate social
responsibility have attracted investment and influence
consumer buying habits.

Finally, there are legal and policy implications to assess. Since
the Kyoto Protocol and Paris Agreement first recognized
the effect of greenhouse gas emissions, governments around
the world are taking action by updating or adopting new
regulations to curb the speed and intensity of climate change.
The Grantham Research Institute on Climate Change and the
Environment and the Sabin Center on Climate Change Law
examined climate change regulations in 164 countries over
a decade. The database includes just 60 laws in 1997. In 10



kA Rl EME T TGS ORI BN 2o 0 2 M
RS H2LiE. FHROTLEDIFEA IV TIL TV AT AL
2 ZERTNHE) D MR OB E REZEE T 2025
ERARTNIENER A

YRIRRIRAVMNFEZMES

Tl SO X RIEICH L, Bz b oM TidE o XHic
POFDIERNDTLIID P DY AT DRSS 0 1 %
Rk TBLVIIAZATY AV MY T u—F PR, BT
ELIROMPTHHLEEZET

REEFERIVAT AT AL E D L8, HikO Y
AT FENTALL I Y —% 0 L3 FE T VAT AT AY
MO RETHILICKY, MBHNOII2=r—ar &G %
LT 22LHTEET, LT MO ER YW A2 EH TS
72ODH LN R RT AL RRICRAD T, $72. YU
AT IV ANTHIZ TS 72 T W 19 101 A5
b7z, WLk A e dadn 2 7R E Bl A S TEE T,

COVAIZIAVAVI PRI M A ETNLEDTLEIH?
Tt AIABEATHEHADOEBYTY,

1. BEZRET 5, ZOATFYy 7T TTHM ORI
LEVARONEE TR 5L HETT,
o MR OHWZ WIS 2
OART—IRNT =L LB LEHE AT S
o ZL T, WICRMBEH O A E, MR EE RITT
DD L ENZThD5H T, A% FUF+ (Ri)
ZHET D
2. ROATYT T, 20D ETYAZ %Rk, FFAli L F
K
o ZNENDYFVAT, BEERDWHENEADH 2 0
e HLHLTIUE, LRI BV RPBLELTHWLOH
o ZNHIE, ESITHH T HI LI EMEAL, ERALIZT
&5
0 E R 723 FVFNEBITET 201E DX BIRTA?
o BEL2YFUA TR, BT HBBIEHHH
e HoHOIFEIITHAET 2R R BP0
WL, SBII M EED B LX) ENE, RN
FORT BILIZTRED
BT HYAF ADEEEUE T D7D A TEDH

3. AEHDH T LB BT RE 2ot IB S E L E 76

(BHR#HE 2019 .

years, that number jumped to 1,260.

Understanding how the regulations in various jurisdictions
might affect operations is just the beginning. Whether to
comply - considering the potential compliance costs - or to

change the operating environment now must be considered.
A DISCIPLINED APPROACH

So how do we tackle these challenges in our organizations?
Developing a disciplined approach to identify both threats and
opportunities can certainly help the organization get the most

out of their risk management program.

Incorporating climate change into an overall risk management
plan improves sustainability and resiliency. It fosters
communication across and throughout the organization.
It can also help identify new opportunities for growth
and innovation. Additionally, it creates a consistent and
repeatable process that has a built-in strategy for monitoring

and reassessment.

What would this involve? The process will be familiar to

you.

1. Establish context. This step requires us to understand the

organization and its business. Here we would:

e Articulate organizational objectives

o Identify stakeholders and key elements

e And, in the case of climate change in particular, describe
the various scenarios in selected categories that may
impact the organization.

2. The next step is identifying and assessing the risk in two

ways:

e Are there opportunities associated with any of the
potential scenarios?

o If so, what are the potential outcomes?

e Can they be quantified and qualified through further
analysis?

e What must be true for the scenario or scenarios to
manifest themselves?

® Are there threats associated with any of the potential
scenarios?

o If so, what are the potential outcomes? Can these outcomes
be quantified and qualified through further analysis?

e What can be done to change the potential adverse outcomes?

3. Once the analysis is done, potential responses can be

determined.

13
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e Based on the various possible outcomes driven by
analysis, decisions on whether to act, prepare, or monitor
developments can be taken. At times, multiple plans may
be appropriate.

4. Once decisions are taken and plans are integrated into
strategic and operational plans, monitoring whether the
plans are having the intended effect in unlocking value
and closing existing gaps in current controls allows an

organization to make adjustments.

5. You will notice that there is a continuous feedback
loop built into each step of the process. These open
communication channels build adaptability and resiliency

into an organization.
A CLIMATE CHANGE WORKSHOP

What I have found useful in my organization is conducting a
risk assessment workshop. Collaboration and dialogue across

the organization allows us to learn more about:

® our organization

® about the risks impacting specific business areas

® about the interconnectedness of risks - how one risk can
impact multiple business areas

e And, most importantly, how vital collaboration is to
achieving greater success.

Involving different people, from different business areas to
discuss their perspective on climate change's impact on their
business area encourages diversity in thought. This expert
elicitation - possibly including people who are experts in the
business along with experts in climate change - may reveal

possibilities that no one within the organization has considered

---AND how these possibilities could affect the organization

achieving its overall goals.

For this discussion to be effective, everyone must share a
common understanding of CONTEXT. According to a report
issued by the Australian Government titled, “Climate Change
Impacts & Risk Management: A Guide for Business and

Government,” establishing context consists of five parts:

1. First, climate change scenarios. This will require a clear
definition of how the climate will actually change in the
future. For this, I would like to use an example from my

organization and examine rising global temperatures.
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2. Second is scope. Defining the scope of the assessment
includes activities to be covered, geographic boundaries
and the time period. You have to put some parameters
around the discussion to keep it focused.

These are arbitrary examples, but for Pinnacle, let's say we
were looking at the temperatures in the Southeast region
of the United States - where we have highest concentration
of customers and product. We would look at how increasing
temperatures would impact our work over a given period of

time - f lets say 15 years as an example.

3. The next consideration is stakeholders - Which participants
and views need to be considered, as well as who needs to
be informed of the outcomes?

For us, we know that this will impact our customers,
potentially our employees and maybe our suppliers.

4. To evaluate, we also clarify the objectives and success
criteria. Using our existing risk management evaluation
framework helps us measure consequences - which is
usually measured in the form of how likely it is to happen
and how severe it will be. Then, it needs to be prioritized.

So, for rising temperatures, we might want to consider its
impact on the potential for drought, whether irrigation
systems would mitigate any losses and if we or our

customers will need new products.

Then we would consider how likely these scenarios might
be given what we know and how the scenarios would affect

our business.

5. The final context consideration are key elements. Key
elements for us would include efficiencies with time and

with resources.

We'll want to explore job functions and business area
capabilities. We'll want to look at technology - both existing
technologies that we currently use and the innovative
technologies that are just being introduced to the market.

And, we will want to look at whether we might have
to adjust our service offerings. Do we need to increase
shipments of fertilizer? Do we need to carry a wider
variety of drought-resistant products? Do our employees

15
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need other skillsets?

THE WORKSHOP

By setting the context, the risk professional can then focus
the discussion on one of the climate change scenarios. And,
because time will not permit a review of every possible
scenario, it is up to the risk professional to pick and choose
the most plausible and maybe the most imminent.

The format of the workshop will vary from organization to
organization, but generally, it will include a brainstorm of the
risks associated with the element until the main issues are

exposed.

As a group, we would focus on each risk individually.
® We would identify any existing controls that are in place
that are being used to manage the risk.
® We would describe the potential consequences and impact
that would occur, despite the controls - these are our
residual risks.
® What could we be doing to either unlock value or close
gaps in existing controls; and
® Assign an initial priority in each scenario based on
findings.
® We could then use this same process for another element.

RM STRATEGIES

Solutions to managing climate change risk can include the
modification of existing strategies and plans, the development
of new ones and the allocation or the reallocation of resources.
Because of the long timing, most climate change risk
treatments will also involve a review of the organizations long-

term strategy.

Generally, there are three ways organizations currently

manage climate change:

*Financial Solutions.

o If appropriate, insurance can be an option. Many insurers
are offering new products to support their clients. In order
for it to be an option, the risk professional and the broker
must have an excellent relationship

That relationship has to be honest. While it might
seem prudent to withhold information about certain
vulnerabilities to get better rates, that decision can backfire

in the long run.
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® There are also some more interesting derivatives that
organization are beginning to look at. Weather derivatives
exist and there are companies that are beginning to

present climate derivatives.

On a much shorter timeline, this tactic is used by some
ski resorts, who hedge the weather during their peak
season, just in case it's too warm and snow accumulation

is insufficient to meet projected revenue.

*Engineering solutions. Retrofits, upfits, hardening of assets and

relocation are a few options.

Former RIMS New Orleans Chapter President Cheryl Harper
shared a story about a simple strategy that they learned

following Hurricane Katrina.

Her organization owns and manages many buildings in the
region. NOW, when a storm or flood is expected all of the
elevator cars in her buildings are raised to the top floor. It
sounds simple, but when an elevator car flooded, it costs
her organization approximately $60,000 USD in repairs per
elevator. By simply sending the elevator cars up, she has

potentially saved her organization thousands of dollars.

And, new buildings are being designed with specialized roofs
to withstand high winds, as well as technology and mechanics
on higher floors.

* A Business Process Review examines strategy, governance,

metrics and targets and supply chain.

And, with the knowledge gained from our workshop, the
organization is better prepared to assess all of these and

answer questions like:

e Will climate impact our strategy?

oIs there an opportunity to gain an advantage on the
competition?

® Have we assessed our supply chain and determined the impact
climate change will have on the ability to deliver products?

DISCLOSURE

While it's not mandatory yet, disclosure of climate change risk
could be something organizations will be required to share

17
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with investors in the foreseeable future. Sharing climate risks
and how the organization is addressing them makes us a more

favorable investment.

In June 2017, a G20 Task Force issued its “Recommendations
of the Task Force on Climate-related Financial Disclosures”
and it looked at the potential challenges for disclosing climate
risks.

In this graphic, the authors note that climate risks will impact
either strategic planning or operational risk management.
The role for risk management in addressing climate change is

evident.

The report highlights four key information categories that an
investor would find useful:

1. Governance

2. Strategy

3. Risk Management

4. And Metrics and Targets.

The questions to be answered in each area might include the
following.

For Governance, how involved your Board of Directors is in
the climate risk assessment process?

For Strategy, how are you incorporating climate risk
management into your strategic operations? This might
require the organization to describe the climate-related risks
and opportunities the organization has identified over the

short, medium and long-term.

In the Risk Management section, what is the risk management
process for identifying and managing climate change
risks? How is this process integrated into the overall risk

management plan?

For Metrics and Targets, how are you measuring success?

The point of this chart and including this report is
that although, a bit flawed and a bit unclear, disclosure
requirements are coming and organizations are going to need

a process to achieve this requirement.

Some organizations have already started. They have taken
significant strides to address climate-related risks, they have
already used workshops to further gather information about
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these risks and have set plans to treat them.
Some organizations have already started. And, those that
have, will have a significant competitive advantage over others

who remained idle.
CONCLUSION

Preparing for and managing dynamic risks is not a new
challenge for risk professionals. For many of us, being
proactive, identifying threats and opportunities before
something happens has become an important and, sometimes

expected responsibility.

While each new risk might require different solutions, for
decades, risk professionals have continued to access one
common resource --- EACH OTHER.

We learn for each other’s experiences::from each other’s
successes *from each others challenges.

Together, we've developed best practices, frameworks and
processes that have enabled our organizations to turn
potentially negative situations into positive ones.

For me, RIMS has given me access to a global network,
comprising risk professionals in every industry and who are at

every stage of their careers.

It has been an honor to deliver these remarks to you today, but
I must acknowledge the RIMS community. This Society is able
to provide thought-leading risk management strategies, only
because of the countless individuals who generously share
their experiences and knowledge within our Society.

At the beginning of my comments, I mentioned that
expectations have never been greater for our organizations
and risk professionals. We at RIMS look forward to helping
you meet these expectations.
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