l DLA PIPER

The future of a holistic approach to Risk
Management & Business Continuity

London 24 June 2010



Do we live in a riskier world?

A The severity of the world's risk profile is increasing

Athe likely impact of "Black Swan" risks is wider and longer-term than
businesses have typically had to cope with

Aorganisations are inclined to manage the immediate horizon and focus on
process, documentation and compliance

A We fear most what we can't easily manage
Ayet large unexpected risks drive history
Aand these are the most challenging to manage

A The winning organisation will have a greater awareness of the
environment they operate within

Aadapting to changing situations and evolving as risks evolve
Aevolving as their customer's and supplier's risks evolve

Alooking beyond the immediate horizon
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We live In a riskier world
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Source: World Economic Forum 2009
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World Economic Forum Global Risks O

Three global themes:
A A higher profile of systemic risk
A Increased profile of slow failures or creeping risks

A Global governance gaps
Aoil price spikes
Afood price vulnerability
Aasset price collapse
Aglobalisation retreat (developed)
Afiscal crisis
Aslowing Chinese economy
Achronic disease
Aglobal governance gaps
Acritical information infrastructure breakdown

Aburden of regulation The World Economic Forum Global Risks 2010

Convergence 24 June 4



Risk sector impact matrix ..

Industries
Impact scale
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1. The credit crunch

2. Regulation and compliance

3. Deepening recession

4. Radical greening

5. Nontraditional entrants

Risks

6. Cost cutting

7. Managing talent
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8. Executing alliances and transactions

O000000@®

OCO00000e0

>
.
O
O
O
O

9. Business model redundancy

10. Reputation risks
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Risk management in action

A Risk management and governance is not about box ticking
Aneed for risk expertise recognised but not reacted to
Afinancial constraints hamper investment in risk
Acompliance and controls must be in balance
Aright information must reach the right people
ACROs should take on the right role

A Key points
Arisk management is everyone's job
Apositive risk culture is necessary but often elusive
Arisk communication is typically weak
Arisk language is often unclear

Economist Intelligence Unit Beyond Box Ticking 2009
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The risk facts of life ).

A Risk is typically managed in silos
A Using wrong or incomplete data
A Concealed risks overlooked

A Communication is not effective
A Not managed in real time

A With a tendency to think that if we don't look it will go away
Aa focus on managing risks with a short term horizon
Abecause it is easier to focus on risk managing the expected
Athe past offers comfort and predictability
Arisk synergies are not recognised

Convergence 24 June 7



The world of risk management

A Enterprise Risk Management deals with all risks facing an
organisation

Abut it doesn't have to involve "boiling the ocean”
ARisk is part of life
Aor at least a life worth living: no risk = no reward
A An organisation exists to create value for its stakeholders
Amanagement take decisions which create, preserve or erode value
A ERM helps management to

Adeal with current or future events that create uncertainty
Arespond in a way that aims to balance downside with the upside

AERM or EBCM

Athe risk and reward equation is the same
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Enterprise Risk Management

Hallmarks of quality

Board-level commitment to ERM as a
critical framework for successful
decision making and for driving value

A dedicated risk executive in a senior
level position who drives and
facilitates the ERM process

An ERM culture that encourages full
engagement and accountability at all
levels of the organisation

Engagement of stakeholders in risk
management strategy development
and policy setting

Transparency of risk communication

! DLA PIPER

Integration of financial and
operational risk information into
decision making

Use of sophisticated quantification
methods to understand risk and
demonstrate added value through risk
management

|dentification of new and emerging
risks using internal data as well as
information from external providers

A move from focusing on risk
avoidance and mitigation to
leveraging risk and risk management
options that extract value

Source: Aon Global Enterprise Risk Management Survey 2010
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Enterprise Risk Management

Hallmarks of excellence

People

A Excellent central technical-expertise for | e
risk management.
A Risk management professionals seek
. continual improvement, collecting ideas
Leadershi P internally and externally.
A All personnel (including senior staff) are
trained in core risk management skills.

Processes

A Use risk management
as a thinking process
(are not bogged down
in the process).

Risk management is

A Risk management
effort is proportionate.

A Senior management is
truly engaged .

A Board support

embedded within core
processes (so that key
decisions can be made
with good risk

A Strong ltead from Policy & strategy A gg;?e?tg:)bhasis on
corporate — taking opportunities

A Risk management is carried out
_ organisation-wide. Sufficient effort on
A Risk management activities are aligned analysing risk.

with the organisaty onos] MRiskmanagemebtt 1 Jt e g
processes are
consistent, such that
risk information can be
consolidated.

(upside risk).

Partnership & resources —

A Sufficient effort and resources are
given to managing risk
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Board level attention grabbers

A Key Risks and Losses focus
AFinancial

A Legal and reg UIatO ry Those with the best reputations have the
most to lose... and the most to gain

ABusiness

AOperational
A Sometimes spoken not always writte
A What other firms do
A Client needs and expectations

proTECT

A Insurance claims against weak links with DLA Piper’s

innovative risk assessment tool

A Threats to Reputation
A Incidents and crises
A Successes QPIPER EVERYTHING MATTERS
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Communication, learning and development (.

Alt is common to find 4 distinct generations working together:

ATraditionalists (1922 - 1944) 17%
ABaby boomers (1945 - 1964) 28%
A Generation X (1965 - 1980) 23%
AGeneration Y (1981 - 2000) 29%

ATo be successful with a communication, learning and
development strategy risk management needs to meet a wide
range of different expectations using the use of different media

Source: Quinn, P., A multigenerational Perspective on Employee Communications, Risk Management, January/February 2010, Volume 57 Issue 1

Convergence 24 June 12



Each generation's reactions vary

Traditionalists

Baby Boomers

Gen - Xers

Gen - Yers

Challenge the

Behaviour Follow the rules rules Change the rules Create the rules
_ Learn the hard Preferred in Required to keep Continuous and
Training .
way moderation me expected
Learning style Classroom Facilitated Independent Collaborative and
networked
Comn;l:;lg:atlon Top-down Guarded Hub and spoke Collaborative
Prob_lem Hierarchical Horizontal Independent Collaborative
solving
Drr?;Lsi:]Ogn Seeks approval team informed Team included Team decided
HEECEBIE Command and Unilateral Coach Partner
styles control
NO news is Once per year
Feedback during the Weekly/daily On demand
good news

annual review

Source: Quinn, P., A multigenerational Perspective on Employee Communications, Risk Management, January/February 2010, Volume 57 Issue 1
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Partner Handbook
Hard and soft copy - Interactive links
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Risk Management Handbook

I DLA PIPER

Hard and soft copy - Interactive links

(DeevEiitprarae here Date of pres@dtatioa 15



