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Enterprise Risk Management Framework
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January Board Workshop to Today

January risk
appetites
workshop
with Board of
Administration

Debriefed with
executive team
following January
workshop

Developed and Performed analysis
delivered draft in collaboration

risk appetite with executives and
statements to program areas to
RAC for feedback form draft appetities
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Results of January Board Risk Appetite Workshop

Averse Cautious Flexible

Benefit Administration Business Continuity
Compliance Operational Efficiency

Data Management Stakeholder Confidence
Information Security Talent Management
Health Care Administration

Pension Funding Risk Appetite to be determined during current ALM cycle
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Three Questions to Set Risk Appetite

Risk Taking Tolerance for ,

How willing are ~ When faced with multiple options, how How willing are you to
you to accept willing are you to select an option that  trade-off this objective

uncertain puts this objective at risk? against achievement of
outcomes? other objectives?
Averse  Close to zero tolerance Unwilling Will select the lowest risk option ~ Never
for risk event always
Cautious Accept uncertainty Limited Will accept if limited, with Prefer to avoid
when it can be favorable risk-reward scenario

carefully measured
and monitored

Flexible Open toreasonable  Fully willing  Will choose option with highest ~ Willing
risk taking benefit and accept possibility
of failure
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The Goal of Effective Risk Management

F N

+ Potential underachievement
of strategic objectives

* High cost and strain on BALANCED RISK TAKING
resources

Risk taking in
alignment with the
Boards fiduciary
duties

EXCESSIVE RISK TAKING

* Potential losses from
unwanted risk exposures

* Misalignment with fiduciary

obligations

Risk Aversion
How much risk are we willing to take?

v

Residue Risk Exposure
How much risk are we taking?
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