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Discussion Topics

2000s - Decade of Deception

Ethics & ERM — The First Decade
— Where we were and what happened

Ethics & ERM — Mutual Support

Risk Culture — the Next Decade?

The Future Influencers
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Ethics & ERM

2000s — The Decade of Deception

Ethics Centre Feb 11, 2010

© Deloitte & Touche LLP and affiliated entities.



Financial crisis: Who's to blame

» As North Americans search for a culprit that
caused the financial crisis, leadership expert
Patrick Lencioni says the answer has nothing
to do with economics or regulations or finance.
"It is about the desire of leaders to avoid
interpersonal discomfort,”.

» Most leaders rarely have the kind of
uncomfortable discussions that prevent people
from doing stupid and harmful things. "Instead,
they are polite and guarded and collegial with
one another, even when what is called for is
passionate disagreement or even outrage,”

* Plenty of people in the various companies
must have known that something was wrong...

"The fact is, too few people in life have the courage and clarity of
thinking to stand up at the right time and say what needs to be said.
And that's what makes real leaders different. They are ready and
willing to do what is unseemly, uncomfortable, and even personally
risky for the sake of what is right,”

Harvey Schachter Globe
& Mail Oct 13, 2008
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What are we worrying about?

TOWERS WATSON  LA_/

December, 2009
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Ethics & ERM

2000 — The first decade
Where we were and what happened
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Shift in Focus

Governance Reform
* Ethical Decision Making
* Risk Management
* Reputation Risk

Shift in Focus FROM TO

zsip;?;:z; Little regard Increased emphasis
Operational Mode Secrecy Transparency
Criteria for Success Profit/Value-Add How you earn profit
Focus Short term profit Sustainability
Accountability Shareholders Stakeholders
Reputation Profit Driven Profit & Value Driven
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Business Ethics

Ethical Principles
Shared Values

Code of Conduct
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Ethics Officers
Ethics Helplines/hotlines
*Ethics Programs (awareness, training)
Ethical Decision Making Frameworks
Risk to you
Risk to others
Risk to the organization

Ethics in action — My role
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What happened with Ethics...

Triggers for unethical behaviour remained and arguably were increased
by the current economic environment

Pressure/lncentive

Downsizing/re-engineering

Economic Conditions
Reduced Corporate Loyalty

Perceived Opportunity Rationalization

. “Everyone else is doing it”
No one will tell

“The company can afford it”
“They owe it to me “

Take advantage of
it while it lasts
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Enterprise Risk Management

« Focus on what is easy vs. important

- Risks managed as single impact events
within various organizational silos

— Models based on past events

Governance

Risk Management Processes

Risk Risk Risk Risk Escalation &
identification/ measuremengt assessmen response monitoring

FOCUS

Integration with the business
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What happened with Risk Management...

Rate of change increased exponentially
Risks were no longer only visible, local or containable

Increased complexity from globalization and convergence

* Insufficient attention to Governance Component Risk Strategy &

appetite performance

« Lack of an integrated Enterprise Risk Management model
« Values and risk philosophy were not articulated or communicated
« Linkage between strategy, performance and risk unclear
» Risk capacity and appetite not duly considered

Good risk management is about people, values and culture

10
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Ethics & ERM

Mutual Support
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Ethics & ERM- Commonalities

The Risk Intelligent Organization
The Ethical Organization

Art vs. Science — >

Shades of Grey —>

<—— and background ——~
<— Value of consultation =

Ethical Principles

Shared Values
Code of Conduct

R
/ Integration withthe business

A desire for certainty
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All about people — making the right decisions

The Risk Intelligent Organization
The Ethical Organization

Knowing the
difference between

what you have a right Helping people make
to do vs. what is the decisions in the face
right thing to do of uncertainty

An ethical culture will mitigate risk and support behaviour necessary for success

13 Ethics Centre Feb 11, 2010 © Deloitte & Touche LLP and affiliated entities.



Will the roles of the Board and CEO be re-defined?

« Sustained economic performance, sound risk management and high
integrity

Risk Taking ' Risk Management
Innovation & Creativity Financial & Operational Discipline

High Performance
High Integrity

N

Sustained value for all stakeholders

*High integrity means a commitment to law, ethics and values
internally, in the marketplace and in global society
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Risk Culture

The Next Decade?
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Emergence of the Risk Culture

* Regulatory interest and recognition of the value of culture
» Advantage of risk considerations as an input vs. a consequence

16 Ethics Centre Feb 11, 2010 © Deloitte & Touche LLP and affiliated entities.



The Future Influencers
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The Importance of Ethics & ERM

Personal accountability

/\)e,c;quiqu the FOWe,r of one.
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