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Government & University Risk Management
Lessons in Adaptation Comfort

Early adaptors of alternative risk financing

» Self-insurance, high excess

Early adaptors of risk management
Looked at most fads (TQM, QC, carbon credits)
Early adaptors of new risk funding models

* Initiative
e PPPs
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Key Macro Climate Risk Management Issues

TG
.

1. Climate Change Mitigation
Stop The Change! (Loss Prevention)

2. Effects of Climate Change Mitigation
—  (Loss Reduction) Risk Professional Assumptions:
1. Climate will change

2.  Human, animals, marine and plant life will somehow adapt to the
change

3. The challenge for Australian business is:
— Ensure entity adapts
—  Presentation regards #2. S
— Ensure entity does not “over adapt” =
— Ensure entity does not “under adapt”
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Macro Climate Risk Management Issues

o

3. Adaptation can be effective & efficient or ineffective and
inefficient. (This impacts our universities)

As risk professionals our role is assist in ensuring that the
accommodation our entities to this changing in the
external environments is:

* An effective adaptation
 Minimizes losses in the process

* Minimizes financial impacts over time ST

ady

* Allows the organisation to continue to meet is strategic and &’ e
operational goals and objectives regardless of the environmental“,,
change.
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Climate Chan

* By 2030 - anincrease in average temperature between 0.4
degrees to 2.0 degrees

* More heat waves, fewer frosts

 Changes in ocean currents resulting in more pronounced
cycles of droughts and heavy rains

e Substantial reductions in surface water run-off and average
rainfall totals

 More severe wind speeds in cyclones, increased storm surges,
amplified by rising sea levels.

* |ncrease in severe weather conditions such as storms, high

ges?

. - @5
bushfire propensity days ST
q N,

Source: Aust Greenhouse Office




EIF/ Capital Project Western
Cancer Research Centre

eYour VC has decided to promote a campus located
“West of the Mountains” by building a Cancer
Research Facility next to a regional base hospital.
There are EIF funds available if the project develops
quickly.

e Nominate 3 Possible Project Objectives for the University and the
Commonwealth:

=

eStimulate local demand though job creation q.\'“ -
%,

eImprove rural health services q =

eEncourage students to seek higher education away from the
coast
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Increase Research Revenue

Maximum Sustainable Losses Cancer Centre Program’s

Potential Losses \ws. .
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Walker, Operational Risk Management 2001

200% in 5 Years




Climate Change Risk Assessment Process

1. Adopt a Risk Management Framework
2. Develop Climate Change Scenarios
3. ldentify Stakeholders

4. Design an Evaluation Framework

5. Apply the Framework to Risks Identified

Australian Government: Climate Change Impacts & Risk Management




Step 1: Adopt a RISk Management Framework

Advise: AS/NZS: 4360 or ISO 31000

Why a Standard Approach to Managing Risk?
What Are Advantages to the University Process?

*Establish Context

rx *|dentity Risks
om *Analyse Risks
=g K/
*Evaluate Risks R
S A
. NI -
Treat Risks .

Monitor & Review




Step 2: Develop Climate Change Scenarios

 What can we assume about the climate?
 Will it change?
* Will this change affect our objectives?

» .
“ Dey
E . . Celsius
alurbury 7.
. Australian Government &~ Kaherine . " .
o —_— - o 20
Daa.ru.ﬂ;,%wq Turean of Meteorology i
wips / B
: — A " Millimetres # - . cairms
3 Brogme 4~ S e iemarton = 33
Australian Government ", Brooma , s ¢
—_——— Sog m 5200 -3
‘Burean of Meteoralogy ol o [ — o Bt
AR Y z Mt o
oo (e Crme 2000 X
b3 eter M
- 160
Port . Creek 21
Hedand_ == 120 i Ao "
STattor 1000 - s
& Langroden o0 W *
et e e Scfings 205 ] ] 600 o Mina ‘ 43
b 4
{ Bigwile 4 e .
ichansune
N 4t Godnadat o <00 - o
w - Geraldton -
300 Cask ;
Manee 200
ook Boutks | | . o
f . 0 rerm] -
ey, sor Fatour
Yy pisura
poi® PR [P
Uneoin I
i = y’
: i . _—
Ok ‘;ﬁ Average daily minimum temperature
Average rainfall e o ] Annual _“t
Annual N
Gape Grim > W0 r o0 a0 A andm |
200 0 200 400 GO0 a00km ‘§S\ Helens. -~ i 30, -- — — Based ona stnterd H-year
- — — Strahan skl Jased on & standar your dimatriogy (1561-1380)
7 Pl [ — )
s o 105 S Y s———— stancard paralols ' 0°5 40°5 S Crmmosere of iy 308

Can You Work With Internal Experts?
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What will be the most likely scenario for 2038 (30 years in

the future)?

— How can it affect the success of our project?

— What 2 climate criteria are most important?

— Where could you find this information?

Trend in Annual Total Rainfall
1900-2007 {mmd 1 0yrs)
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risk for:

 Higher Mean Temperatures =

— Neighbours: Increase drought severity, heat stress, crop damage, pest invasion

— Plant: higher cooling costs, product evaporation, power costs, emission requirements

..'..w

e

* Decrease Rainfall =

— Neighbours: Increase fire danger, decreased ground water, increased foundation

shrinkage, lower crop yields

— Plant: increase demand on water resources, restrictions, ill-will from neighbours for
lowering water table.




Possuble Cllmate Change Impact on Objectlves7

Population (workforce) growth potential in region?
Affect of temperature on older workers?
Affect of temperature on plant operation needs?

.

Affect of water availability for plant and other @
regional activities. w

Utility impacts?

Flooding possibilities?
Top 10 Risk Impacts

Project Impact on Unit Risk
Profile




IdentlfT[ Stakeholders

Transformatlonal _
Public
Researchers

Process Outputs
Customers

Students
Politicians

Industry

Regulators

QUESTION -
Have We Missed Some Relevant Stakeholders?

People who live in region —visitors to fegion — your staff — suppliers — Partners - / .
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Step 4: Design an Evaluation Framewor

Risk: the possibility of something affecting your
outcome.

* |t can be expressed in terms of:
— Consequence (if the risk should occur) and
— Likelihood (probability of the risk occurring)

* Need a system which will allow you to rank or
prioritise all risk and in this case, climate related risk-

Are We Slaves to the ERM Structure or Can it Serve Us?
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Key Objectives of an Evaluatlon Framework

e This risk process must mesh with other risk
initiatives of your organisation.

— An ERM approach, compliance framework & risk profile

 Must be consistent, standard application
— Part of all significant projects, strategic planning

e |t will compete with all risk treatment expenditures
made by the entity.

 Must be expressed in a way which in meaningful to

the resource allocators. fﬂ
-

QUESTION - )
Who Will Act on Evaluation Outcomes?




-
ik -
-l "
e
.

Success Criteria for Consequence Tables

Sample Objective: Increase research revenue over 5

Years
40% or greater 20% to 25% 9% to 10%
decrease in decrease in decrease in
research decrease in plant output
revenue over a research overa 12
24 mpnth revenue over month period
period a 24 month
period

Catastrophic ﬁ Ins@gg@j_,

Loss Lo A
Moderate Qe
Loss “ ’




Large
numbers

of =zrious
injuries or
loss of lives

|=olated
instances
of serious
injuries or
loss of lives

Small
numbers
of injuries

Serious near
misses ar
Mminor injuries

Appearance
of athreat
but no actual
harm

& growth

Reqgional

decling leading

o widespread
business failure,
loss of employrment
and hardship

Reqgional
stagnation such
that businesses
are unable

to thrive and
employment does
not keep pace with
population growth
Significant

gen eral reduction
inaconomic
performance
relative to current
forecasts

Individually
significant but
isolated areas

of reduction
ineconamic
performance
relative to current
forecasts

Minor shortfall
relative to current
forecasls

The region would
b2 s2en as very

unattractive,
maribund and

unable to support
its communiky

Severe and
widespread decline
in services and
quality of lifewithin
the community

General
appreciable declin e
in Services

lsolated but
noticeahble
examples of
decline in services

There would be
Mminarareas in

which the region
was unableto

maintain its
curment services

= -
SUCCESS CRITERIA Table 11: Likelihood [given that the climate scenario arises)
i -
Local aconomy Environment& [ i~ recurencciske |Sngleevens |

vfj Almost certain
24
Majorwidespread

) once peryear

sustainability

loss of
emvironmen tal

amenity and

proqressive
irmecoverable
& ironmen tal
damage
Severe loss of
erwironmental
ameniky and

a danger of
continuing
erwironmental
damage

|solated but
significant
instances of
ervironmental
damage that might
b reversed with
intensive effarts

Minorinstances
of emvironmental
damage that could
be reversed

Mo ervironmental
damage

Could occur several
times per year

More likely than not

~ Probability greater than 50%.

As Likely as not

- B50/50 chance.

Less likely than not but still appreciable

~ Probability less than 50% but still quite high.
Unlikely but not negligible

— Probability low but noticeably greater than zero.

Likely May arise about

Possible May arise once

in ten years

May arise once in ten
years to 25 years

Unlikely

Rare Unlikely during the

next 25 years

Negligible
- Probability very small, close to zero.

Table 12: Priority (given that the scenario arises)

Consequences

ot | odum |

s
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Universivies ™




Evaluatlon Pomts to Con5|der

Success is linked to meeting long term objectives.

— how would success of project & long term objectives met if climate
changes? (Social/Financial contract needs provision)

Success criteria are usually few in number

— 4 to 6 (e.g. reputation, compliance, financial, etc)
— Don’t only focus on those which relate to build/design period

If you have an existing RM framework — stay as close
to that as possible, but it keep it relevant and oS
meaningful to strategic decision makers. fﬁ,"”

e
— (testing criteria, relativistic, few in number) “
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Framework to Risk Identified

,. Step 5: Appiy

 Use methodology best suited for your corporate

culture using your scenario: -Establish
Context
ldentity Risks
* Brainstorming -Analyse Risks
* Delphi Technique -Evaluate Risks

*Treat Risks

- Monitor &S
e Expert facilitators Revie\,f;ﬂj’
q o

»,

* |nterviews with Key Stakeholders
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‘Treating Climate Risks

Risk Statement Treatments

Risk of public outrage & crop loss *Water tank program
resulting from perceived lowering of | «| and purchase
water table from Research Centre

*Education programs
development.

Risk of failure to attract qualified *Regulatory solutions
research staff due to increase in «Avoidance:
temperatures in community.

*Research:
*Education/behaviour:
Risk of failure of lab animal feed Q@}
supplies due to flooding & road - : < A
PP g Alternative transportation net

closure or suppliers




Key Challenges for Future

* Risk Financing

— Creating a “value —proposition”

* current rules of cost/benefit may not apply — need for new “rational” models

* Behavioural Solutions
— Core issue of climate change mitigation

— Area of greatest unknown Ry &
g Vo

— Will be a powerful tool in RM’s arsenal .




