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1.	
  Everything	
  Really	
  Ma>ers	
  



BP	
  –	
  Deepwater	
  Horizon	
  Disaster	
  



BP	
  Deepwater	
  Horizon	
  



The	
  team	
  did	
  not	
  idenDfy	
  any	
  single	
  acDon	
  or	
  inacDon	
  that	
  
caused	
  this	
  accident.	
  
	
  
Rather,	
  an	
  interlinked	
  series	
  of	
  	
  
	
  

	
   	
  mechanical	
  failures,	
  	
  
	
   	
  human	
  judgments,	
  	
  
	
   	
  engineering	
  design	
  implementaDon	
  and	
  
	
   	
  team	
  interfaces	
  

	
  
came	
  together	
  to	
  allow	
  the	
  iniDaDon	
  and	
  escalaDon	
  of	
  the	
  
accident	
  	
  



Such	
  systemaDc	
  failures	
  in	
  risk	
  management	
  that	
  they	
  place	
  in	
  doubt	
  the	
  
safety	
  culture	
  of	
  the	
  enDre	
  industry	
  	
  
	
  
Most,	
  if	
  not	
  all,	
  of	
  the	
  failures	
  at	
  Macondo	
  can	
  be	
  traced	
  back	
  to	
  
underlying	
  failures	
  of	
  management	
  and	
  communicaDon	
  
	
  
Decision	
  making	
  processes	
  at	
  Macondo	
  did	
  not	
  adequately	
  ensure	
  that	
  
personnel	
  fully	
  considered	
  the	
  risks	
  created	
  by	
  Dme-­‐	
  and	
  money-­‐saving	
  
decisions.	
  

Transocean	
  failed	
  to	
  adequately	
  communicate	
  lessons	
  from	
  an	
  earlier	
  
near-­‐miss	
  to	
  its	
  crew.	
  
	
  
None	
  of	
  BP’s	
  …	
  decisions	
  ...	
  appear	
  to	
  have	
  been	
  subject	
  to	
  a	
  
comprehensive	
  and	
  systemaDc	
  risk-­‐analysis,	
  peer-­‐review,	
  or	
  management	
  
of	
  change	
  process	
  
	
  

NaDonal	
  Commission	
  on	
  the	
  BP	
  Deepwater	
  Horizon	
  Oil	
  Spill	
  and	
  Offshore	
  
Drilling	
  

January	
  2011	
  



Northern	
  Rock	
  
The	
  Bank	
  of	
  England	
  has	
  agreed	
  to	
  give	
  emergency	
  financial	
  
support	
  to	
  the	
  Northern	
  Rock,	
  one	
  of	
  the	
  UK's	
  largest	
  mortgage	
  
lenders,	
  the	
  BBC	
  has	
  learned.	
  

	
  
However	
  this	
  does	
  not	
  mean	
  that	
  the	
  bank	
  is	
  in	
  danger	
  of	
  going	
  
bust,	
  Business	
  Editor	
  Robert	
  Peston	
  says.	
  
	
  

There	
  was	
  no	
  reason	
  for	
  people	
  with	
  Northern	
  Rock	
  savings	
  
accounts	
  to	
  



Northern	
  Rock	
  



Barings	
  



Nikkei	
  225	
  Index	
  

Kobe	
  Earthquake	
  



Year	
   Reported	
  
Profit	
  

Actual	
  Profit	
  

1993	
   £	
  8.83	
  m	
   -­‐	
  £	
  21	
  m	
  

1994	
   £	
  28.53	
  m	
   -­‐	
  £	
  185	
  m	
  

1995	
   £	
  18.57	
  m	
   -­‐	
  £	
  619	
  m	
  





2.	
  People	
  are	
  very	
  clever...	
  



Video	
  





Video	
  



Sub-­‐prime	
  mortgages	
  

“Guy’s	
  who	
  can’t	
  get	
  a	
  job	
  on	
  Wall	
  Street	
  get	
  a	
  job	
  
at	
  Moody’s”	
  
“At	
  the	
  raDng	
  agencies	
  the	
  corporate	
  credit	
  people	
  
are	
  the	
  least	
  bad”	
  
“Next	
  are	
  the	
  prime	
  mortgage	
  people”	
  
“Then	
  you	
  have	
  the	
  asset-­‐backed	
  people,	
  who	
  are	
  
basically	
  like	
  brain-­‐dead”	
  
	
  

Michael	
  Lewis	
  –	
  The	
  Big	
  Short	
  



3.	
  	
  .…	
  and	
  very	
  stupid	
  





Video	
  





Video	
  





5.	
  Don’t	
  Listen	
  to	
  the	
  Singing	
  of	
  the	
  
Sirens	
  



6.	
  Blind	
  Spots	
  	
  



7.	
  Short	
  Memories	
  





8.	
  Don’t	
  invest	
  in	
  what	
  you	
  don’t	
  
understand	
  



9.	
  How	
  do	
  you	
  really	
  make	
  money…	
  



10.	
  Listen	
  !	
  



The	
  Risk	
  FuncDon	
  



Compliance	
  says	
  no!	
  	
  



Gekng	
  to	
  YES	
  



Risk	
  Culture	
  

Risk	
  &	
  
Control	
  
Processes	
  

Risk	
  &	
  
Capital	
  
Models	
  

Emerging	
  
Risks	
  

Strategic	
  
Risk	
  

Managment	
  



Risk	
  Language	
  
•  Governance	
  
•  3	
  Lines	
  of	
  Defence	
  
•  Roles	
  &	
  ResponsibiliDes	
  
•  DelegaDons	
  of	
  Authority	
  
•  Policy	
  
•  Risk	
  AppeDte	
  
•  Risk	
  Tolerances	
  &	
  Limits	
  
•  Control	
  Self	
  Assessment	
  
•  ICA	
  or	
  ICAAP	
  



Good	
  Risk	
  Management	
  is:	
  
–	
  Led	
  by	
  the	
  CEO	
  
–	
  Watched	
  over	
  by	
  the	
  Board	
  
–	
  Owned	
  by	
  everyone	
  in	
  the	
  business	
  
–	
  Supported	
  by	
  a	
  second	
  line	
  of	
  defence	
  
–	
  Quality	
  assured	
  by	
  Audit	
  
	
  
	
  



Good	
  business	
  and	
  risk	
  management	
  are	
  one	
  
and	
  the	
  same	
  and,	
  at	
  its	
  heart,	
  great	
  risk	
  
management	
  is	
  about	
  great	
  conversaDons	
  in	
  
order	
  to	
  drive	
  beoer	
  informed	
  decisions.	
  
	
  
	
  

Philip	
  Scoo	
  



Thank	
  You	
  



Great	
  Books	
  about	
  Risk	
  
•  Enterprise	
  Risk	
  Management	
  –	
  Lam	
  
•  PracDce	
  Note	
  on	
  Enterprise	
  Risk	
  Management	
  for	
  Capital	
  and	
  Solvency	
  Purposes	
  in	
  

the	
  Insurance	
  Industry	
  –	
  InternaDonal	
  Actuarial	
  AssociaDon	
  
•  Fooled	
  by	
  Randomness	
  –	
  Nassim	
  Nicholas	
  Taleb	
  
•  The	
  Big	
  Short	
  –	
  Michael	
  Lewis	
  


