CHAPTER 5

SYSTEM ESTABLISHMENT

Australian and New Zealand Standard AS/NZS 4360: 1999 provides a generic guide
for the establishment and implementation of the risk management process involving
establishing the context and the identification, analysis, evaluation, treatment,
communication and ongoing monitoring of risks. This standard will be exceptionally
useful as it provides a thorough analysis of risk management generic to all
industries.

Monitor and review

Communicate and consult
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According to the AS/NZS 4360 Standard, the Enterprise Risk Management System is
established and described step-by-step as follow:

Step 1: Establish the context

Step 2: Identify the risks

Step 3: Assess the risks

Step 4: Treat the risks

Step 5: Monitor and review

Step 6: Communicate and consult

Note: The Detailed methodology of AS/NZS 4360:1999, Australian/New Zealand
Risk Management, is discussed in Appendix II.
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ESTABLISH THE STRATEGIC CONTEXT
This step includes External, Internal and Risk Management Context.
5.1.1. External Context

External Context starts with a definition of the relationship of the organisation with
its environment, including identification of the enterprise's strength, weakness,
opportunities and threats (SWOT analysis). This context-setting also identifies the
various stakeholders (shareholders, employees, customers, community) as well as
the communication policies with h jtakeholders SWOT analysis of the case

organisation are summarised b“ /
(The details of external c @‘follo Analysis, Competitive Force

Analysis, are shown /f%ﬁ )
Strengths: »
e Technical Kno w i
e Located in a goo

e Funded by th - :
e Cheap labour co ted! ed countries.

* Silos of organisatiofal & ;
¢ Insufficient human resoﬁ[t?ma agel

20 .i} 1 :“."_.
s Lack of strategic plarf'nm'&“‘-’ f R

Opportunities:
e Trend towards “outsourcing most@of the works by most of the airlines

e Barriers to entry into the MRO business due to high investment

ﬁ%ﬁeﬁﬁﬂﬁfwmﬂ‘ﬁ’% BINE

Threat

e Aging aircraft and engine will be brought out of service sooner. Therefore,
requirement for maintenance and repair will be reduced.

e Trend for the OEM to establish the MRO firms on their own or on joint-
venture basis with the airlines especially the regional competitors.

e High Investment cost for new generation aircraft maintenance component
repair and test equipment.

e Some competitors can provide one-stop shopping which they are capable to
perform airframe D-Check, landing gear overhaul, and engine overhaul per
one heavy maintenance visit.
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5.1.2. Internal Context

Internal Context starts with an understanding of the overall objective of the case
organisation, its strategies to achieve those objectives and its key performance
indicators.

To understand the case organisation’s approach to extending the scope of its risk
management activities, it is necessary to understand the organisational culture which
has been developed. The case organisation has responded positively to changes.
Senior management positions the organisation as a strategic business unit of the
main airline, pursue modern m Be ent practice to compete in aircraft

maintenance business. Many e ment practices have been introduced,

such as the Balanced Sc \be\ I1S09002, 1S014001 etc. The
conventional planning a i

Is een replaced by computerised
system, such as ‘MO enan ar@ Planning System, ‘MASTII’
Material Administratiy v x\

Maintenance, repair a \Y

case organisation, Jtie orgar is fecusing on safety and regulatory
compliance together 3 profi r h‘a’f{nain airline, as a strategic

business unit.

which is described as t nd-Maintaif, is reflects that investment and
ned at improvement and market

should be focuse‘d on té'eFfﬂ al sk 2 ncements and human resource
development, increasing ills and sta; f participation. The business
strategies are: :

e Expand but rﬂl 'mention to asset utilisation.
e Put effort to

n excellent return on invested ital.
e Grow from year 4o year and maintain existing market share. Penetrate

| ::c:;@m;;mm WLIN

o Relieving bottlenecks

! NI NI N 1AL,

o nnovate product or process
e Establish alliance.

When the vision and missions has been identified, the strategic objectives are set.
These objectives are based on the generic strategy of Hold and Maintain. The long
term objectives are classified into four perspectives:

e Financial e Internal Process

e Customer e Learning & Growth
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Financial Perspective: How will the case organisation be successful financially
according to Thai Airways’ objectives?

Customer Perspective: How will the case organisation expend the market by
retaining the existing customers and acquire the new one? The emphasis will be
placed on customer satisfaction, quality, turnaround time, competitive price,
corporate image, and relationship.

Internal Process Perspective: How will the case organisation improve the operating
efficiency and quality to meet customers’ demand and satisfy their needs?

Learning and Growth Perspectlv twil e the vision and mission what must the
case organisation employee e? The emphasis will be placed on
employees’ skills, comp d parti Il of which may be achieved and

sustained through efﬁpﬂbrmdﬁon @otlvatuon, empowerment and
alignment. / .‘ \
: A\ x\

sﬂf relevance to the enterprise
ation, including the adoption of

Risk Management C
and the degree of coor
common risk metrics.

As the major risk assessment.
preliminary scoping and pilot gu.@:
To establish the ﬂRM system, the man ' ' that risk management
committee assuma' responsibitity for | gic risk nagement. The objectives
are set to identify t rincipal risks al 3 ap% ropriate solutions to manage
them are effectively zj possibl_e. he top management commitments to risks are:

1. Risks must be ldenté_ﬁed

2. Risks m on of the impact.

3. The optlnﬁn Eaﬁ nmﬁwmﬂﬂetermined. The -

organlsatufu must reduce, prev&nt and avoud risks.

e R AN DI TN G Bhcwrer e

the ordanisation, which can be translated to the practical objectives as listed below:

e To discuss risk management and why we need to manage the risks we face

e To examine the risk management process

¢ To discuss the application of the risk management process

e To discuss the implementation of enterprise risk management programme

e To identify personal ongoing risk management activities, draw conclusions and
make recommendations from the workshop
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5.1.4. Enterprise Risk Management Team

To identify and assesses the significant of enterprise risks, the case organisation set
the ERM team of 5 people from across the engineering department. As the time scale
was tight, a small ERM team of key personnel was assembled, comprised of

1. Airworthiness Manager

2. Senior Maintenance Planner

3. Two Engineers

4, Group Facilitator

The Nominal Group Technique was used for the ERM system establishment. The

team was working with the r vv .+ which acts as a group facilitator, in a
brainstorming workshop. The ¢ m : ing of ERM team members depend on

the perspective and undg ng of ions and job responsibility. These

key personnel are se?ﬂseﬂf thwming of different aspects of the
case organisation’s cya/ 2 L
.'\‘

——

e Implement policies on risk- managementa
_.-.-___,.-'::_:_rﬁ,_ ;_ 1‘ -

\
The Airworthines'ﬁ-
role is to: .
1. Set the tone ancﬂnflu‘é‘ﬁce

organisation. This Jncludes:

: ho?:fﬂﬁﬂﬁmmfﬁfﬂﬂﬁﬁﬁ or ‘risk averse’ as a

- Deterﬂlining what types oef risk are acceptable and which are not setting the

s R T o T R IV o mvsion

Ap%rove major decisions affecting the organisation’s risk profile or exposure.
Monitor the management of significant risks to reduce the likelihood of
uncertainties.

3. Satisfy itself that the less significant risks are being actively managed, with the
appropriate controls in place and working effectively.
Annually review the organisation’s approach to risk management and approve
changes or improvements to key elements of its processes and procedures.

isk m@gement within the
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RISK IDENTIFICATION

“In the highly competitive aircraft maintenance industry, the MRO service-providers
face continuous pressure to ensure customer satisfaction, and to increase
profitability and growth. The industry is characterised by razor-thin margins, so the
best path to an improved bottom line is through tightened financial controls and
reduced costs.” Airworthiness Manager

5.2.1. Brainstorming Session

irline industry fall into four
atlonal Risk and Hazard Risk.

understanding how the s rwqgs*ean -,-' y sales in the MRO market. The order
winner/order qualifier in Alrcraﬁlqt' 4_
manufacturing industry. They ar Her s TS _
e Company €p m....-..—-._hrv
e Technical Spedialisation Service Quality
o Delivery and sﬁed and reliabi ﬁce

In general, aircraft malﬁtdhance risk manégement has been limited to hazard risk,
such as the pﬁe i &i H%ﬁﬁﬂcﬁﬂ%wn has been given to
safety and seq.!xrlty |ssues From cipat group members, the
possible risks of the case organisation that have asbig impact to the business are:

AR TS LA B &

o Competitive pressure Ineffective Management
e Core Competency Cost overrun

e Customer demand shortfall High Turnaround Time

e Limited Capacity / Capability Low Service Quality

Financial Risks: Hazard Risks:
e Recession e Health & Safety
e Foreign macro-economic e Liability

¢ Interest Rate e Accident
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5.2.2. Potential Risks

The purpose of identifying the potential risks is to keep the attention of the risks that
mainly affect the organisational performance. The ERM team focused on the risks
that are most likely to cause profit reduction. The following list contains the potential
risks that the ERM team identified during the brainstorming session.

Table 5.1: Rationale of the potential risks

Potential Risk Rationale
Engineering activities always cause accident, which accidents lead to
Accidents loss of organisation's reputation, employee satisfaction. Safety is the

organisation.

aintenance lead time reflects a low level
High Turnaround he concept of ‘value adding activity’,
Time / Maintenance generate profit to the airline when
Lead-time the ='6perating in ‘T- air, not grounded in the hangar. The airlines
are hig y! e>t6"‘ he aircraft utilisation.

Limited service to

only aircraft h are operated by the main airline
operated by the ility for the repair of new generation
main airline -

Low Service Quality
and Defected
Products

ms always demand for high quality
ality and defected products can

The cgre ce!é&ete»“
must prés‘ent a-

organlsajtopgmy; &} _hat is at the heart of the busmess and

Core Competency

_lmust never outsoﬁrced

Cost O '
VERUn " 5|gn|ﬁc€§t link to the profitability of the

orﬂamsatlon
agement certainly lead to
Ineffective ﬂ u grﬁ ﬂﬁﬂ%ﬂ%ﬁnwen formulated and clearly
Management Y communlcated to operatlonal level. This is a common risk to any

The critefia which the ERM tam ued to choose these risks are that these risks
represent core business risks. Other risks are ignored as they are beyond the case
organisation’s control, which cannot be managed effectively within the company.

After the risks have been identified, the airworthiness manager argued that some
risks are being managed; however, these risks must be better managed with insights
gained through in-depth analysis.
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RISK ASSESSMENT

After the potential risks were identified, the next step was to validate the perceptions
of the significant of the identified risks. The concept to assess the risks is whether
the case organisation knows enough about the principal risks to begin developing
solutions.

There risk assessment can be subdivided into two main areas:
1. Risk Analysis
2. Risk Evaluation

5.3.1. Risk Analysis using t

The Failure Mode and?lysi wa% risk assessment tool, as
suggested by the AS/ j f r I'knowledge and professional
experience were used i f each potential risks. The
ERM team also studie ¢s that had not been considered and

facilitated the develo
operational risks in the

In theories, the causes
following areas: v
« Asset utilisation ! y. management
¢ Scheduled maintenanc J __Manpgwer Allocation
¢ Non-routine maintenan -, ] tory compliance
e Work managgment

As shown in the FMEA; | d the organisation’s control,
which the causes of ﬁ e risk hird party, which they are
beyond the case organisation’s control. They causes of thése risks are:

e Government Regulation regarding Property and Inventory Management

L e BREIRBAINYINT

Hence, these causes are ignored in this study as t&a time llmltatlo&’

. me‘!lﬂ’rl@ oibbd ddrbldes ahbes Comipls o ..wnetner

you are ork/ng on these risks, the important thing is to know exactly what it is so
that the action or inaction is a well-informed response This Risk Identification may
overcome the risks. The ERM team needed more information of the risks in the
history. It could have led to a better understanding of the potential effects of the
risks analysed.”
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5.3.2. Risk Evaluation

From the previous section, the FMEA established the RPN, Risk Priority Number,
which is the product of Severity, Occurrence and Detection, quantifying the impacts
of risks. By using this quantitative analysis, the ERM team can evaluate the causes of
risks by the magnitude of the RPN number.

There is a well argue which some operational risks cannot be quantified, which
usually include Technology Risk, such as the Computerise Maintenance Planning
System, which keep changing time by time, as new systems are coming out to the
market every single day. So the t\‘f’ tlve analysis may give an inaccurate result.

From the Pareto Chart lt naIysus and risk assessment process
confirmed that the ma of :kks

Table 5.3: Summa

Priority
Lot Hi g’\vestment for Equipment and
nnel Training
utdated EDP system in aircraft
‘maintenance and inventory control.
ond Cost Overrun . ) (a

?ng Number of Personnel
)

nplex organisational structure

31 ﬁrm LLry] ?r]sg%nel Competency

th Insuft" cnent Management Information
4 Ineffectlve Management = IS

'~ FPoor Health' ty in Workplace

58 | Accident
; B Practice

Low Service Quality and Low Personnel Competency

6t Defected Products

Poor Requirement Capture of
Customer's Needs

Note: The case organisation views the MIS and EDP system differently, which:
e EDP System, Electronic Data Processing, is the information technology,
comprising of database and data Processing. ( technology aspect)
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e MIS, Management Information System, is the information system for

knowledge management for planning and controls. (management aspect)
The following causes of risks are based on the judgment of the team. The ERM team
adopt the approach of taking the highest score for a given risk put forward by an
ERM team as we provided a rational reason. It reduces the time spent on debate,
and anyway the risk score will be reviewed at following senior management meetings
when more information will be available to support the scoring judgment. Where the
detection is unknown then it should be scored as high until more information
becomes available.

A. High Investment for Equipment and Personnel Training

Modern aircraft models require spegial}equipment to handle the maintenance
operation. Moreover these new aircraft r equire skilled technician and license
engineers to perform the ma'zfenan;e.‘ He ‘ budget for high-tech equipment

and personnel training are’ with "he dget of the main airline.
s

B. Outdated EDP fﬂ/ Air ﬂ.ﬁh'e and Inventory Control
EDP, electronic data p i fr d%ntly"[::}\tﬂn for what is today usually
called IS, information ic tem, is the proeessing of data by a computer
involving Jectronic communication.

and its programs in an en

A
system can support the ‘point of

aggﬁhghﬁj and. perless maintenance process
-b‘aseb‘elé‘; nic signature capability. This technology
ta@}é‘d\ig ntage of the FAA's acceptance of digital
co&dﬁgéeping?ﬁ? reamline the maintenance process

If the new EDP syste e?ng"ltg th
maintenance’ informa
through its "Smart Card"
allows case organisations

signatures and electronic

through effective workflow management ar “e elimination of paperwork.
i BT 2 N
- P
k'

C. Increasing-Number of Personnel;-‘.!j
More than 60 percent 3s€ ( atign are skilled technicians,
these people are ve_‘ well paid. Moreo ai[lenance industry is labour
intensive. With a combination of labour cost and labour-ifitensive, this has become a

potential problem in the €ase organisation. &/

To accommodaﬁi l‘ej i;EcheQing nﬂbﬂoﬁeﬂnﬂ,l@glignment and Closure

(BRAC II) funding has been allocated for constguction of a new training facility,

WA RAT IR D™

D. Complex Organisational Structure

Although the case organisation is now a strategic business unit of the airline, it is still
an airline engineering department, which is in charge of aircraft maintenance for the
main airline’s own fleet. So the structure of the case organisation appears to be an
ordinary engifeering department of the main airline, which is still strategically
managed under the main airline’s board of directors. The strategic planning is not
totally independent. The business strategy still depends on the corporate strategy of
the main airline. Moreover as the case organisation used to be a Thai state-
enterprise, there are many layers of management, leading to ineffective
management within the organisation.
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E. Low Personnel Competence

The possible cause of risk within the case organisation appears to be a risk involving
the competence and capability to perform maintenance operations. For a long run,
sustainable success, the case organisation must develop the right capabilities, which
is called ‘Proper Preparation’. Maintenance Service Industry is becoming more
dependent in a value chain on a link consisting of services or intellectual activities. In
a study of Hamel and Prahalad (1994), organisation must be patient and persistent
accumulation of knowledge and understanding in order to acquire the competency.
The organisation must think that what we can do that other companies could not
easily do. By cultivating the right co e cy early enough, the case organisation
can survive and become the leader‘l ﬁs

So the concept of core co brm s tgﬂrganisation back to the concept

of ‘Intellectual Capital’ Wat t rg@!s:ould develop. The following
statements summarise thinking of core co (Rumelt, 1994):

o Core competencie smm

e Products and services'a orary manifestation of core competence,

the core competence d ore siow and is more stable then product
e Competence is kno hex:e
e In the long run, compgtence ncbtéro cts
succeeds in competiti 4
o
F Insufficient Managément Znfo 1

nay obstruct the organisation to
forecasting, and project plan
3 control and planning & scheduling

Lack of MIS, management mﬁqmanon
providing advanced plannlng, :mamt
optimisation, which, nowadays-*fﬁé ma,m* ane
has become a vital-activity for line, he Jntenance Moreover the
information systemh’_?ﬁﬁ:en a complex mi information systems, from
ERP backbones to thE’T"main airline, ' pp r's system, such as flight
scheduling. To add sés this issue, the case orga jsation must facilitate the

integration of the informiation system to external systems, in order to provide an

effective and ﬁﬁ%}?ﬁt wtﬁﬁﬁwnﬂﬁﬂ ‘j

Poor Health & Safety in Workplace Prﬁlce

o ) S0 B Yope g gy e

concerned as they are at any responsible aircraft maintenance organisation. It is
highly regarded as an ultimate operational risks both project and organisational
level. A problem has been to ensure that the most relevant up to date practices and
procedures are followed as a part of day-to-day operations. Unfortunately it is
common for business to appear to be reactive. By the environmental concerns, the
case organisation implemented the ISO14002 to manage every environmental
aspect. Apart from these risks, the case organisation wants a culture of concern and
attention to environmental and safety issue. The health, environmental and safety
group was established, which there are safety staffs and compliance people within
each of the maintenance units.
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H. Poor Customer Requirement Captures of Customer’s Needs

The customers in aircraft maintenance business are the international airlines. These
customers demand fast and reliable services. As aircraft are the high valued asset,
which provides a monetary flow to its owner. Aircraft can only add value and
generate profit to the airline when they are operating in the air, not grounded in the
hangar. The airlines are highly concerned to the aircraft utilisation. So the basic
requirement could be the short turnaround time for line/light maintenance and short
maintenance lead-time for heavy overhauls.

Once the risks have been analysed, kshop is finished. The facilitator then put
all the details onto a spreadshest, "&/(s by total RPN number, (highest at
the top) and then issue it to ea

-S.\;;

RISK TREATMENT

{ iy
There is a potential B/

provides information o

only show what the ris
detection and frequ
difficult to make a right
the management of th
better decision to formul

thep ial risks. The values do not
"a‘tically quantifying their severity,
n'\&gnt \appreciate the effect, it is
ﬁéeliminate these risks. Once
e levels of risks, it can make

parts suppliers, which there i '., Srne” nse, or find the better ways to manage
these risks and implement the effe_;'f.ﬁ(en ‘ gement-strategies.

o ,—:_..-' ',«’ St

-
The purpose of this whm i tline the likelihoods of risks that have
been assessed by'u(e ERM team as havin ' obability to impact the
business. Lucas (1997) makes sugge: about the error of human behaviour
which may affect the organlsatlon in dlfferent aspect. he solutions to the risks are
shown as in ta

e AN NS

Source of Risk Basnc Assum ption, ¢ i Solutlon U )

e 8t > 4 e from the
q in the system system by automation
Individual Poorly motivated people commit Discipline those involved
unsafe acts.
Cognitive A mismatch between individual Ensure job and workload

capability and the demand of the job  can be done
Organisational Poor management create conditions Examine and audit
that make errors likely management systems.

Source: Lucas (1997)
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The Australian/New Zealand Standard Risk Management lists the treatment options
as follows:

a)

b)

d)

f)

Avoid risks. Exposure to risks might be eliminated by introducing remote
operations or by replacing dangerous facility or through using a less risky
process. Poor technology should be overtaken by something better. Costly
retrofitting to meet safety standards can be avoided through adequate risk
identification and consideration of alternative. It will always be cheaper to
mitigate risks at an early stage.

Mitigate the impact. The impact of risks may be mitigate by either reducing
its likelihood, e.g. through the lintroduction of some control system to trip
when parameter reache { itic , or reducing its consequence should
the risks be reallsed go ~¢ ractice.

—

ﬂ' ———
Adapt the nskjy : %or minimisation of the risks
Duplicate re Ceg® DU 0 tions enhances reliability by
introducing redunda

commone proach in many cases, and

so that there is remggasé-"- “the ‘evént of an adverse effect. There is no
change in the physical r+svl§;€’,v‘el,‘, 3 rmally this method of treatment an
enterprise risk is used in c’éﬁjuntﬂ )easure to reduce the level
itself. Risk trar Q xpensive option if the transfer has

. ' |
Transform the risk. This is another form of ﬂigation in which the risky
proce @ transfﬁrﬂed into one that'poses less of a treat or may be more

iy TENINGIND

Retain the risk. After risks Have been reduced or transfegred, there may be

Rl Ny R srd M b

means of financing the risks.
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From the potential causes of the risks, the risk reduction strategies are formulated
which they can be transformed to the action plans.

With an attempt to manage the risks in each perspective, the action plan can be
systematically formulated after the risk reduction strategies were found, which are
shown as follow.

Table 5.5: Risk Mitigation Plan - Limited service to only aircraft model operated by
the main airline

Cause of Risk N 'Mitigation Plan
e High Investment for Eq -u. -+ Increase Capability
Personnel Training ain & Acquire Customers

¢ Increase aircraft maintenanee,/ ov \- ayant support shop capacity
o Increase aigframgroyennal ’
o Expand seat shibp i 1y lica
o Increase liné maintgnance service/fleet expansion at Domestic line station
e Increase engine capa
o Increase calibration‘lab€apability and €apacit
 Establish aircraft maintenance 5 S provisic ine station
 Establish customer suppg EUeRT 7"

L NGICators

e Total sales on exisﬂm U

AUEINENTNYINS
RN TUANINEAY
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‘VVCau's;e of Rfsk “ Mltlgatldn Plén
o Increasing Number of Personnel e Expand Capacity
e Re-organise SBU Structure

Action Plan
o Increase aircraft maintenance / overhaul and relevant support shop capacity
o Increase airframe overhaul capacity
o Expand seat shop and hydro chemical shop capacity
o Increase line maintenanc f/!eet expansion at Domestic line station

e Restructure organisation //
:.".-":-F
T —

Hi1Call

e Total sales on new custo!
e Ranking in industry ben

Cause of Risk
e Outdated EDP systep 3
maintenance and.invent or -‘m

.4 | Mitigatian Pran
W =\ ment Effective Information System

o

FYrree | i
e Study to develop and impl ew, EDP :
o Study eligibility and ap ﬂhg‘ , new EDP system

e Establish supply chain '!. e

ol

e System reliabilityZind!

e Communication ing j =
Cause of Risk "‘"’ ' ' Mitigaiﬂn' Plan

e Complex organisati Re-organise SBU Structure

. Restructurqyrganlsation

q ‘ ; Illnjicltoasl I E I EI o

e Ranking in industry benchmark
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Table 5.7: Risk Mitigation Plan — Core Competence

Cause of Risk ‘Mitigation Plan

e Low Personnel Competency e Develop Technical Specialisation
Programme

Action Plan
e Retain selected retired certifying personnel as technical trainers
o Establish and implement career path and succession plan
e Formulate employee satisfaction index

e Ranking in industry b
e Number of training day pe
o Employee satisfaction ingd

Table 5.8: Risk Mitigat' A\l ’

Cause of Risk ' - tig ;
e Poor Health & Safety in W ee~: AL Continually improve quality and safety

Practice ‘ o otivate organisational culture
awareness

 Revise accidentpreventio
e Develop and implen
e Promote organisamn

Indicators
e Mean time between §ervice interruptioni/

e AREIN I NBIRAT

¢ Number of suggestions implemented

RIS RYIR Y
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Table 5.9: Risk Mitigation Plan - Low Service Quality and Defected Products

' CéuSé o; Risk Mitigation Plan

e Low Personnel Competency e Re-skill employee
Action Plan

o Identify training needs
o Establish syllabus for training to promote sense of ownership and service mind.
« Develop training need identification procedure

Indicators
e Number of training day per year
e Employee satisfaction index .

Cause of Risk “Mitigation Plan
e Poor Requirement Ca §"Tdentify and Respond to Customer's

Customer's Needs _—-""'" | need
A +i0 » ,

e

e Establish customer infg ‘
o Establish and implefe slati areness training programme.
o Outsource trai eld \ \\

e Customer satisfaction ind
e Total on new customer

Causé of Rlsk 9:{1“ Igati
o Insufficient Mana ent Information lement Effective Information System
System (MIS)

| Imp.emen%uﬁm TS

o Develop e- procurement‘:

! FoPRul oo 4 V1 Tna1ae

Indicators
e System reliability index
e Communication index
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RISK MONITORING AND REVIEW

5.5.1. Risk Early Warning System

Risk management needs to be actually embedded in the day-to-day operations of th:
business to be effective and sustainable. It needs to appeal to capture the attentiol
of operational line management by focused on the areas of real risk to the busines
and help. Hence risk early warning system can embed risk management which give
a linkage between risks and performance, driving risk management throug
specifically derived performance indicators, focused on the causes of key busines
risks. Risks are often monitored using traffic light reporting of these operation:
‘lead’ indicators, focusing on measuring the cause and driver of key risks, rather tha
‘lag’ indicator describing the symptoms or impact of those risks. This provides
framework for early warnlng\l\f /} roblems so that timely management action
can be taken. )
".-__

esm Risk Early Warning System which
sation sbdgc.ed Scorecard, the risks related key

acted via Participatory Management among the
KPIs are shown next page:

From the objective o
acts as an assistant

performance indicat: re
key personnel. Theri _:qu- i

5.5.2. Respon

All ERM team mem @e e onS|b|I|ty is allocated to Airworthines
Manager and the r Hamte ner. Alternatively, if the Airworthines
Manager or the Senio Méiﬁ'eénanc er cannot attend then someone in the roor
should be respon5|ble#£oc -comp ting the risk and responsibility to th
appropriate peré‘j]n This is to ensure thabmg‘dentlﬂed are allocated to someon
on the ERM teari. The aliocation of clear res| ponsibility is a key part of the risk

management prcﬂass. Without this 1 a anger that each ERM team membe
will 'assume’ that“someone else is dealing with“it. Once Airworthiness Manager an
the Senior Planner‘have been %lenuhe responsibility for risk management, he w

feel emp(ﬁﬁF% %%B nﬁtﬂé{ §rhari ﬂ;éﬁ for information and help |

managing that risk. Without belng specifically allocated that risk it is much less likel

b urKiariob s RRGE

The Fisks should then be reviewed about once a month, at a project/departmer
meeting. As risk management actions are completed, both the impact and probabilit
scores will change for a given risk. Typically the number of risks scoring 6 or mot
decrease as the risks is effectively treated. It is quite common for new risks to t
identified and added to the list as well.
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5.5.3. Annual Review

The top management is responsible for reviewing the effectiveness of internal control
of the organisation, based on information provided by the risk management ERM
team. Its approach is outlined as follow. For each significant risk identified, the board
will review the previous year and examine the organisation’s track record on risk
management and internal control and consider the internal and external risk profile
of the coming year and consider if current internal control arrangements are likely to
be effective.

In making its decision the board will consider the following aspects.
Control environment:

 the organisation’s objective d i ‘F/ w non-financial targets

o organisational structure and calibre q the-seﬂﬂ'Fnanagement team

e culture, approach, a : w:l rewnanagement of risk

o delegation of authori
e public reporting.

)

Ongoing identification and'evalug i ' f significant risks:
o timely identification®andfassessment. si lificant r?s&
" . ' o
o Prioritisation of risks and the allocation of resources to address areas of high
exposure. oy -
7 i
;“J“T

Information and communication:

e quality and timeliness © mftﬁ'ﬁgﬂon

o time it takes for control breq@@ 10
identified. . :)l :

Monitoring and corr\gﬁ

o ability of the orgarij
e Commitment and speed with which correctlve actions are implemented.

The senior maﬂg%ﬂ %m &}%@ %rﬁq ﬂlgﬁ of the effectiveness

of the internal éontrol system annually for consideratlon he top management.

After t ri needs to be
actualﬁqe%\ge’d%@m tﬂ %]éd;%&:ﬂpﬁa’t} q%ﬂlita ﬂnsatlon to be

effective and sustainable. Managers can adopt the risk early warning system as their
own performance reporting system, which it is aligned with what they need to
achieve, leading to the opportunity to pre-empt problems and address key concerns
in advance. Additionally the mere of measuring the cause of risks drives behaviours
to improve the management of them. What is measured really does get done.
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