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COSO 9 7y ERM na1an

“... a process, effected by an entity's board of
directors, management and other personnel,
applied in strategy setting and across the
enterprise, designed to identify potential
events that may affect the entity, and
manage risks to be within its risk appetite, to
provide reasonable assurance regarding the
achievement of entity objectives.”
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Internal Environment
Risk Manapement Fhilosephy — Risk Appetite — Board of Directors — Integrity and Ethical Valnes
— Commitment to Competence — Organizational Structure — Assignment of Authority and
Responsibility — Homan Ressarce Standards

Objective Setting
Strategic Objectives — Related Objectives — Selected Objectives — Risk Appetite — b

Event Identification

Events — Influencing Factors — Event Identification Technigques —
Event Interdependencies — Event Categeries — Distinguishing Risks and Opportunities

g M At COSO
FRAMEWORK

Assessment Techmiques — Event Relationships

Risk Response

Evaluating Possible Respanses — Selected Hesponses — Fortfalio Yiew

Contral Activities D1'p N*Van 02> NN 8 Sw mw™

Imtegration with Risk Response — Types of Control Activities — Palicies and Procedures —

Cantrols ever Infarmation Systems — Entity Specific 121UP9N D‘]]D‘D b]n‘] jjyn

Information and Communication
Information — Cammuanication

Monitoring
Ongoing Monitoring Activities — Separate Evaluations — Reporting Deficiencies
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Exhibit 2.5
[llustrative Risk-Related Culture Survey

Std
# (Question Attribute Mean Rating D Count | SD | D N A | SA
[~
The leaders of my unit :
| | setapositiveexample | NGt | 4 omt | 186 | 1| 3| 9 | 77| 9
for ethical conduct trategy
[ understand the entity’s Leadershin and
2 | overall mission and P 1.05 0.69 IR6 0 T 18 | 119 | 42
. Strategy
stratepy
Disciplinary action is Accountability
3 | faken against those who and 021 120 | 175 | 11| 55 | 18 | es | 2
engage in professional Reinforcement
misconduct
Turnover of personnel
has not significantly People and : -
4 affected aur ability to Communication 0.81 Caution | (.88 145 4 3 9 69 30
achieve objectives
The leaders of my Risk
business unit are Manacement
5 | receptive to all : ﬁfi 0.99 085 183 2 13 16 | 106 | 46
communications about [nfl'ﬂ;'rmcmre
risk, including bad news

In the example above, each question 1s ranked using a scale of -2 to +2 as follows: -2 Strongly Disagree
(SD); -1 Disagree (D); 0 Neutral (N); +1 Agree (A); +2 Strongly Agree (SA). The assessment, depicted by
the color coding, is based on the mean ratings. Additional information is provided by the standard
deviation, which is a measure of the respondents’ degree of consensus around an issue — the smaller the
standard deviation, the greater the respondents’ level of agreement on that issue, and the greater the
standard deviation, the less agreement.
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Mission
To be a leading producer of premium household products in the regions in which we operate

Risk Appetite

*  Accept that the
compay will consume
large amounts of
capital inwvesting in
new assets, people and
rocess
Accept that
compefition conld
increase (e.g., fhrough
predatory pricing, ete.)
as we seek to increase
market share, thereby
reducing profit
margins
We do not accept
erosion of product
quality

Risk Tolerances

Measure Target Tolerances — Acceptable Range
Market share 25th percentile 20 — 30%%
Units of production 150,000 units -7 S00v4- 10,000
Number of staff hired (net) LE0 staff 154 20
Product quality index 4.0 sigma 4.0 — 4.5 gipma
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Leading Risk Indicators n1Tan

s : . Escalation
Bﬁg}ﬁiimt Measure TI"ZE:::: Potential Event 'I:;?::fr Trigger If'ur_
Business Unit

Develop Number of Targer: 1,000 | Consumer Consumer Consumer
product units sold per | umits of new confdence confwdence contdence
promotional month per product sold decreases, indicators decreases by
campaign with | store per month per | resultng 1n maore than 5%
supermarket store durmg decreases in
chain in key promotional purchases of the
Tegion campalgn company s

Tolerance: products

Q00—1,250

units sold per

month per

store
Create and Mumber of Target: (0 per Unanthonzed Detected Mew critical
maintain successtul month individuals vulnerabilities m | vulnerabilities
strong security | infrusions Tolerarce: () access the the company s identified
against per month company s core operatimg third parties
external systems via aystems
InfTuslons on Internet ports publizshed by the
systems vendor/third

party; mumber of
4 ‘ unauthonzed
attemnpts
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MNegative
. Sub- Downtime | Effecton
R component S Duration Production LI
Availability
Pump #1 Motor Insulation | Overheating 1H: 20M 0.4% $24,000
due to
deterioration
in insulation
caused by
excessive
lead cable
lengths
Pump #2 Motor Switch Product 2H: 10M 0.7% $42,000
defect
Conveyor Belting Roller Contamination| 4H: 45M 1.6% $05,000
in the ball o1l
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Population . Natural
Factors Health R TR Environment
Events CI.'I:I]].EH- 1
* Funding * Lifestyle = Acute * Emplovment * Svstem S data | = Emissions /
- FxChanpe choices mutenrejde]jgt;:n opportunities EEE.;SD]S waﬂsﬁm
rates * Social £ * Staff retention pr Pt tad
« Interest rate behaviors « Ambulatory rates * Data and chealE
. practicas . . svatem = Matural
» Credit L . Enyaletmand: L iy disasters
defanlts standards * Continuing nursing
i Care practices staffing levels | * Awvailable
’ I;anﬂ-]term * Diiagnostic * Evaluation L
ﬂp. - procedures procedureas * Systems
availability :
. {implemented
* Dizease * Health and R —
prevention safety
- E practices * Health records
.IEEMT requirameants
services
practices
* Palliative cara
practices
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Crperations objective

Crperating income from foreign operations of 3100 million

LInit of measure

Change in operating income from foreign operations

Risk

Exchange rate fluctuation adversely affects operating income from foreign

operations

Risk tolerance

Acceptable variation is +/- 310,000,000

Risk Inherent risk assessment Risk Residual risk assessment
Likelihood Impact response Likelihood Impact

Foreign exchange 1024 £5.000 000 Mo 1024 5,000 0000

rate mowves up | response in

percentage point place

within 90 days

Foreign exchange 495 210,000,000 | Obtain 40 5,000 0000

rate mowves up 1.5 foreign

percentage points exchange

within 90 days hedge

Foreign exchange 1%a 320,000,000 | instruments 1%a 25,000 000

rate mowves up 3 to limit the

percentage points impact

within 90 days
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A company assesses risks to its objective of maintaining a quality workforce. Likelihood i1s
considered in terms of percentage furnover within a specified period and impact in terms of cost of
operational inefficiency and cost to replace, retrain, and develop employees. Color coding
highlights those risks that are most likely to ocour and most likely to have a significant effect on
objectives.
Topic Risk Description Likelihood Impact
A Compensation | Employee dissatisfaction with
compensation leads to higher staft Possible Moderate
turnover.
B Recognition Emplovees feel unrecognized, resulting
in reduced focus on tasks and higher Unlikely
error rates.
C Downsizing Emplovyees are over-utilized and work
considerable overtime. Staff leave to Likely
pursue work in other organizations that
offer a better work/life balance.
D Demographics | Changing demographic composition of
the employee group causes increased Moderate
turnover.
4 ‘ E Employment Increased demand f'lr}I: company Unlikely Moderate
market employees by recruiting firms.

E C onsultants :
NnLropy e

Advanced Governanoe Control SDILIlirui

e




Risk Maps — n"“>ox1™ nwnnin

5
(H]
4_
et
L]
= . AFG .
B
2@ o ©
1 ;
1 2 3 9
Likelihood

mmoow>

cmTo

Compensation
Recognition
Downsizing
Demographics
Employment market
Performance
evaluation
Communication
Workplace safety
Career davelopment
Wark divarsity

Likelihood

sT I

mmoome

Compensation
Recognition
Downsizing
Demographics
Employment market
Performance
evaluation
Communication
Workplace safety
Career development
Work diversity
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B Second Largest Customer
B Third Largest Costomer

O Fourth Largest Customer

B Fifth Largest Customer
1 3%

B Mext 5 Largest Cuslomers
B W Mext 25 Largest Cuslomers
% O All Others

O Largest Customer - North America

4%

14%

4%

6% .y 1% B Largest Customer - South America

B Largest Customer - Europe
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Avoidance

Sharing

e Disposing of a business unit, product line,
geographical segment

¢ Deciding not to engage in new
initiatives/activities that would give rise to
the risks

e Insuring significant unexpected loss

¢ Entering into joint venture/partnership

¢ Entering into syndication agreements

¢ Hedging risks through capital market
instruments

e Qutsourcing business processes

e Sharing risk through contractual agreements
with customers, vendors, or other business
partners

Reduction

Acceptance

» Diversifying product offerings

e Establishing operational limits

e [stablishing effective business processes

¢ Enhancing management involvement in
decision making, monitoring

s Rebalancing portfolio of assets to reduce
exposure to certain types of losses

e Reallocating capital among operating units

e “Self-insuring™ against loss

¢ Relying on natural offsets within a portfolio

e Accepting risk as already conforming to risk
tolerances
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Operations objective | o Hire 180 new qualified staff across all manufacturing divisions to meet
customer demand without overstaffing
e  Maintain 22% staff cost per dollar order
Objective unit of Number of new qualified staff hired
measure
Tolerance 165200 new qualified staff, with staff cost between 20% and 23% per dollar
order
— Inherent risk assessment Risk Residual risk assessment
Risks — _ Pra—
Likelihood Impact | response Likelihood Impact
10% Cnntrar._:t in 10%

: .. place with a L.
Decreasing number reduction in third part . reduction in
of qualified 20% hiring — 18 | . f‘;n?:: , 10% hiring — 18
candidates available unfilled 5 ageney unfilled

ositions o source positions
p candidates
3% reduction : 2% reduction
R Review of .
in hiring due hirin in hiring due
Unacceptable to poor mce:s to poor
variability in our 30% candidate -:-En ducted 20% candidate
hiring process screenings — every two screenings —+
9 unfilled . 4 unfilled
i, years i
POSITI0NS DOS1TIONS

Alignment with risk
tolerance

Response expected to bring company within risk tolerance

Consultants 3
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A Access to capital: Insufficient funds available
to business unit

B Supplier effectivencss: Supplier fuls to
deliver on commitments

C  Process efficiency: While effective,
processes are too complex or manual to be in
top tier when compared to leading practices

D Process effectiveness; Processes are not as
effective, resulting in defective outputs

E Litigation: Risk of recall and class action
lawrsumits

F Asset management

G Demand: Inability to mest consumer demand

H ntellectual property: Impact of patent
infringements or B& D leaks

I Leadership: Right people to drive business

£300

250

200

150

m and efficient decizions
J  Governmce: Sarbapes-Obcley, ethics &
government compliance
$100 H I Systems: Upgrades, enhancements
Concentration; Effectiveness of

Comoentmtions {e.g. customers, product
-l O

Impact on Operating Eamings
{In Millions)

=

categories, geographies, ete...)

M Competition: New low cost competitors
i E m E M Interdependencies: Betwesn Bl
ﬂ E i m . 0 Economic
] ] P Employes Safety
_ EL':'W Medium High Q Government regul ations
>3yeam  1to3 yeas Ouos or wiops per yeae R Employee capabilities: Skills, Losing key
Frequency of Ocearrence employees
5 Dataconfidentiality
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Internal Environment

* Risk management philosophy
+ Risk appetite

Objective Setting

« Dhjectives * In * Risk
« Units of measare o ities tolerances

Event Identification

* In ry of
ris

Risk Assessment

Risk Response

= Ris OISeS
* For view

Control Activities

= Ctputs

* Indicators
( :n * Reports _
| ] § ¢ ——
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