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Key company information

« sales of £2.8 billion
profit of £38 million (£120 million provision)
« order book of £11.8 billion

 number of employees 49,600
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Business strengths in main markets
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Status prior to Turnbull
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Engineering Risk -

— Detailed risk registers used to plan the work

— Detailed performance assessments used

— Need to satisfy the regulators
Project Risk

— Some areas of excellence but not universal
Business Risk

— No overall strategy

— Not consistently used in project / business approval
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General Improvements

* Process Development
— Common Quality system

— Business process model based on 9 modules (process not
functional)

— All processes based on Gated processes with defined exit criteria.
— Developed generic risk process.

 Behaviours
— Take rational risks
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Risk Improvements

Objective - be in the upper quartile of companies in the operation of
risk management

« Single Risk Process
— covers business, project and engineering
— single set of guides and training modules
— standard set of risk categories (organisation, customer, etc.)

— use keywords for identification process (dependant on the type of
risk assessment)

— requires objectives and driver to be agreed
— standard risk reports / presentations
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Risk Process
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Risk
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Review Control and

Communicate
Review Risk Register
Review New Risks
Review Cost of Risk (including Risk
Provisions)
Review Risk Actions & Plans
Lessons learnt
Communicate New Risk Status

Actions,
Updated
Plans
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Inputs

Scope & Conditions
Strategy & Plan
Assumptions

Interface Definition
Risk Management Plan
Communication Plan
Keywords

"

Identify

Workshop/Interview
Database Enquiry
Record on Risk Register

Tools and
Techniques

Risk
List

h 4

Assess Risk
Define Levels
Assess Probability
Assess Impact
Assess Risk Controls
Update risk documentation
Define Key Risks
Appoint Risk Owner

Risk Treatment

Eliminate risk

Reject/Negotiate risk

Share/Transfer Risk

Reduce Impact

Reduce Probability

Accept Risk

Update Risk documentation
Prepare/Update (Contingency) Plans

Prioritised
Risk List




Risk Escalation & Action Flowdown

Corporate -
Sector
%; S

Business

& Integration

S
S

Project

Tasks

*Risk Escalation - Risks outside the control of the area or
affecting next levels objectives
*Risk Action Flowdown - Actions to ensure business
LLLLL objectives are met (Business Plan Deployment)
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Risk in Rolls-Royce

* RR Risk Committee

— Chaired by CEO (+ Executive Directors)

— Meets at least twice a year

— Reports to the full Board

— Reviews Corporate risk register and Sector risk registers

* Supported by

LLLLL

Project approvals require risk register
Reviews of specific projects held on a regular basis (quarterly)
Business risk registers support FYC, Budget and approval process

Director of Operational Risk reports to Finance Director (who owns
the Plan the Business process)

Process owners required to review the use of risk management in
their processes
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Reporting Structure

Corporate Risk
Assessment
Pre-lim. Turnbull

NOV

Business Plan &
Budgets
Business Risk
Registers

Half Yearly
Results

Internal Audit
Review

Pre-lim. Turnbull

AUG

Annual Corporate
Results / Risk
RISK Turnbull Assessment
. Statement
Committee A
o 5
Risk Process Corporate
Assurance Strategy /
Business
Risk Register.
AU DIT Intel:'nal Audit
. Review
Commiittee
FfB <$J N
Business Business Business
Assurance Assurance Assurance
Update Performance Update
External Audit Other Audits
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Lessons Learnt

LLLLL

Must have management involvement and buy in

but also requires risk to
— be a single process
— be part of normal management process
— be seen to be of benefit
— be seen as speeding up the approval process
— concentrate on actions and communication
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