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RISK 
VERSUS 
REWARD
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Three Benefits of 

ERM that can Help Most Banks

1. Risk Appetite Statement 
2. Key Risk Indicators 
3. Focus on Organization and Culture Risk



Key Performance Indicators (KPI)
Key Risk Indicators (KRI)
Risk Tolerance
Risk Appetite Statement (RAS)
Risk Assessment System (RAS) (RA)
Enterprise Risk Management
COSO

Lingo



COSO Framework
A Small Team Delivering Big Results



COSO Framework
A Small Team Delivering Big Results



COSO Framework
A Small Team Delivering Big Results



COSO Framework
A Small Team Delivering Big Results



COSO Framework
A Small Team Delivering Big Results



COSO Framework – Risk Response
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 Focuses board on strategic issues instead of 
transactions

 Improves board reporting
 Embodies an upfront agreement on risk 

tolerance
 Strengthens discussion of risk

Benefit #1 Board Adopted Risk 
Appetite Statement
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Developing the RAS (In ERM lingo)

 Identify Strategic Risks

 Identify the Key Performance Indicators 
(KPI)

 Many KPIs are already included in your 
policies and board reports

 Define risks levels

 Set risk tolerance



Identifying Strategic Risks
A Small Team Delivering Big Results



A RISK APPETITE STATEMENT
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Sample Community Bank RAS – Key Performance Indicators (KPI)
WILLINGNESS TO ACCEPT RISK



Let’s Try It
P. S. Key Performance Indicators -
Quantitative and Qualitative
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Monitoring your Risk Appetite
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It’s a Process
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Identify 
Strategic 

Risks

Develop Risk 
Appetite 

Statement

Conduct Risk 
Assessments

Identify Out-
of-tolerance

Create Action 
Plan

Ongoing 
Reports
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Benefit #2 - Key Risk (Future) Indicators
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Let’s Try It



Cher Cartwright
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Benefit #3 - Organization and Culture Risk



Organization/Culture Risk
Bad news network

New products and services

 Silos

 ERM Committee
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Organization and Culture Risk



Enterprise Risk Management

1. Make sure the process adds value
2. Identify, mitigate, control, and 

monitor risk to gain reward 
3. Develop a Risk Appetite Statement
4. Think about external indicators (KRI)
5. Strengthen organization and culture 



Roberta Wagner
253-853-3408

roberta@bugbeewagner.com
www.bugbeewagner.com

Copyright © Bugbee Wagner PLLC 2013

mailto:robert@bugbeewagner.com

	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Slide Number 41
	Slide Number 42

