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Learning Objectives

After completing the course,

« Students will have knowledge of risk management in organizations,
Including risk identification, risk analysis, and risk responses.
(ILO1)

« Students will be familiar with the process-oriented and accounting
focused perspective on risk management. (ILO2)

« Students will be able to analyze and question the covered
theoretical/empirical perspectives on risk management. (ILO3)

« Students will be able to apply their conceptual understanding in risk
management to the empirical and practical problems in
contemporary organizations. (ILO4)
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Topics

The major topics covered in the course include:

« QOrganizational/Process perspectives on risk - enterprise risk
management, risk culture

» Corporate governance and risk management - three lines of defence,
COSO ERM & IC - risk appetite, risk oversight, risk analysis

« 1SO 31000 standard and network and individual perspectives on risks*
* Risk management, management accounting & risk regulation
* Risk reporting

Aalto University
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*Not included in the exam
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Management:

Check-o-meter

What do you
know about risk
management?
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What do you expect to learn in this
course”?
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sLuckin Coffee
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*Enron
*WorldCom
/777 Best
BP

*Danske Bank
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‘wirecard

*Boeing

*Toshiba

*Pharmaceuticals price — Turin,
Martin Shkreli

*Oxycodone scandal Purdue,
Mckinsey

*WeWork

*Uber Travis Kalanick

*Amazon working conditions



RiS k Can we prevent all risks?
Can we eliminate all fraud?
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Climate risk?
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Risk
Management:
Check-o-meter

Climate risk?
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Counties more likely to be affected by climate change pay
more in underwriting fees and initial yields to issue long-term
municipal bonds compared to counties unlikely to be affected
by climate change. This difference disappears when
comparing short-term municipal bonds, implying the market
prices climate change risks for long-term securities only.

Journal of Financial Economics
Volume 135, Issue 2, February 2020, Pages 468-482

ELSEVIER

An inconvenient cost: The effects of climate
change on municipal bonds *

Marcus Painter &b &

Show more v

+ Add to Mendeley o« Share 9% Cite

https://doi.org/10.1016/j.jfineco.2019.06.006 Get rights and content
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Risk
Management:
Check-o-meter

Climate risk?
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Homes exposed to sea level rise (SLR) sell for
approximately 7% less than observably equivalent
unexposed properties equidistant from the beach. This
discount has grown over time and is driven by
sophisticated buyers and communities worried about
global warming.

Journal of Financial Economics
Volume 134, Issue 2, November 2019, Pages 253-272

ELSEVIER

Disaster on the horizon: The price effect of sea
level rise %

Asaf Bernstein # &4, Matthew T. Gustafson ® B, Ryan Lewis 22 &

Show more

+ Addto Mendeley o Share 93 Cite

https://doi.org/10.1016/j.jfineco.2019.03.013 Get rights and content
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Risk
Management:
Check-o-meter

Bad behavior of
endorsers?
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We estimate the stock market effects of the Tiger Woods scandal on
his sponsors and sponsors' competitors. In the 10-15 trading days
after the onset of the scandal, the full portfolio of sponsors lost more
than 2% of market value, with losses concentrated among the core
three sponsors: Electronic Arts, Nike, and PepsiCo (Gatorade).
Sponsors' day-by-day losses correlate strongly with Google search
intensity regarding the endorsement-related impact of the scandal, as
well as with qualitative indicators of “endorsement-related news.”

Home > Management Science > Vol. 60, No. 1 >

Celebrity Endorsements, Firm Value, and Reputation
Risk: Evidence from the Tiger Woods Scandal

Christopher R. Knittel, Victor Stango

Published Online: 16 Sep 2013 | https://doi.org/10.1287/mnsc.2013.1749
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Some jokes that
are too close to
reality

Let us do this for

the good of this
world!

FTX
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Risk of ‘risk management’

AS REQUESTED, I
DID A"RISK

MANAGEMENT”
ASSESSMENT.

T CONCLUDED THAT
THERE WAS NO
RLSK to ANY
MANAGEMENT,

DO YOU HAVE
ANYTHING TO
ADD?

Y

dilbert.com  scottadams®@aol.com

H]aohq % 1999 United Feature Syndicate, Inc.

Aalto University
School of Business
]

18



Risk management in ‘real life’

WELL NEED A RISK 1: INDECISIVENESS |Z
RISK ANALYSIS RISK & OVERANALYSIS |:
ON THIS PROTECT RISK 3: CLUELESSNESS

RISK H4: MICROMANAGE-
MENT, ..

cLICK ﬁ
CLICK
. \.\ CLICK

1 DON'T
UNDERSTAND
THESE
RISKS.

THAT'S
NUMBER
THIRTY —51'[§ :

BEFORE 1 CAN
APPROVE IT.

€ 1997 United Feat Syndicate, |
;.\
[

5. Adams www.unitedmedia.com
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Risk enables ‘blame-game’

HOW CAN YOU BE
SURE THERE ARE NO
UNFORESEEN RISKS
WITH THIS PLAN?

DILBERT.COM

@SCOTTADAMSSAYS

IT IS NOT POSSIBLE
TO KNOW IF ONE HAS
CONSIDERED EVERY
RISK. THEREFORE, WE
CAN NEVER BE SURE.

(
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7-12-19 2019 Scott Adams, Inc./Dist. by Andrews NcMeel

$0... I CAN YES,
STILL BLAME THAT
YOU FOR ANY  PART
PROBLEMS  OF THE
THAT pop ~ PROCESS
UpP? 1S STILL
INTACT.
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Assessment and Grading

« Grading scale0-5

 Final grading is based on the total score of final exam and
exercises, max 100 points, which consists of

« Exam: 40 points; 40 % [NB: there will be one (1) course exam and (1) one re-exam]
« Assignments: 60 points
Individual assignments: 3 Assignments, max 24 points (8 points each), 24 %

Group report: max 26 points, 26%
Group presentation: max 10 points, 10 %

» To pass the course, a student must obtain:
a) At least 20 points from the exam, and
b) At least 50 points from the whole course (exam + assignments)

Aalto University
School of Business
| |
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First Task

1. Contact other course participants and form a team of 4.

* In MyCourses - ‘General discussion’, you may indicate that you are
searching for a team.

2. In MyCourses - ‘Assignments’ - ‘Please choose your team’ = Click
the checkbox of the team number of your choice

¢ The choice has to be made by Mon 16.1.2023, 16:00

Aalto University
School of Business
]
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Please indicate name, topic, group members, and
case compan(y)/(ies) or scandals for your group

work (group choices)

In MyCourses - ‘Assignments’ - ‘Please indicate name, topic, group
members, and case company/ies or scandals for your group work (group
choices)’ -2 Type the information and submit

% The choice has to be made by Monday 23.1.2023, 16:00

% After you have submitted your choices, | will fix time slots for your
presentations on the 14" and 16" of February.

% Itis strongly recommended to students — please attend all presentations.
Respect your colleagues who have spent time preparing the
project!

Aalto Uni
School ofB s ess
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Individual Assignments (24 points)

* Instructions and submissions in MyCourses -2 ‘Assignments’

« Detailed instructions are in the Mycourses page
Individual assignments
You have to submit all 3 assignments
All assignments will be available in the Mycourses page on 10" Janauary

Aalto University
School of Business
]

24



Group work (report: 26 points,
presentation: 10 points)

« Detailed instructions

In a group of four, prepare a report and presentation on a topic.

The group presents the results according to the agreed time schedule. All
members should be involved in the presentation

*The group will prepare a report on the agreed topic.

The final version of your report must be returned no later than Feb 14" at
9 am

The final group report may be checked for plagiarism through turn-it-in
software.

Please incorporate relevant articles from the reading material.

| will also share good articles with all groups after 261" Jan and before 4th
February.

Aalto University
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Suggested Topics

A 0N PR

o

9.

Risk management and big data/Al
Risk management in startup firms
Risk management in family firms

Risk management in small and medium
enterprises

Risk management and supply chain management
Integrating risk management with strategy

Integrating risk management with performance
management

Integrating risk management with planning and
budgeting

Corporate governance and risk management

10.Behavioral approach to risk management

Aalto University
School of Business
| |

11.Role of audit and risk committees in managing risk
12.Internal audit and risk management

13.Role of internal auditors in risk management
14.Corporate tax risk and accounting

15.Internal control over financial reporting

16.Risk of material misstatement

17.Climate risk (management) and disclosure

18.Risk disclosure

19.Auditor's risks

20. Auditor’s litigation risk and expanded audit reporting
21. Initial Coin Offering frauds and institutional void

22.0ther topics
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Exam

Applied questions — mini case analysis

Thu 23 February 9:00 - 12 in person
(Check Sisu for location)

Aalto University
School of Business
]

27



Schedule of Assignments

Assighment Date and time of submission
Please choose your team Mon 16 Jan 2023, 4:00 PM
Individual Assignment 1 Fri 20 Jan 2023, 4.00 PM
Please choose your topic for group work Mon 23 Jan 2023, 4:.00 PM
Individual Assignment 2 Fri 27 Jan 2023, 4:.00 PM
Individual Assignment 3 Fri 03 Feb 2023, 4:00 PM
Group report and presentation submission Tue 14 Feb 2023, 9:00 AM
Presentation of group reports in the class As scheduled*

School of Business

A‘, Aalto University _ x \\/j|| he published in due course after the groups are formed and their topics accepted
]
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Schedule | of Il

Responsible

Date Room Topic
Teacher
Tue 10.01.23 14:15- Vikash : . : :
16:00 Matteo V002 Introduction/Different perspectives on risk management
Thu 12.01.23 10:15- . Three lines of defense, risk management and corporate governance, COSO- CG &
, Vikash V002 . : : .
12:00 IC, risk appetite and integration
Tue 17.01.23 14:15- _ Thre_e lines of_ defens_e, risk r_nanagerr_lent and corporate governance, COSO- CG &
. Vikash V002 IC, risk appetite and integration (continued)
17:00 : :
Risk management and other management accounting systems
Thu 19.01.23 09:15- 9:15 - 10:30 Risk management and other management accounting systems
, T ) Vikash V002 10:45 - 12:00 Class interview and discussion on strategy and risk with Hamed
12:00 . - :
Salehi (Quantitative strategist - Varma)
14:15 — 15:15 — Guest discussion with Timo Viherkenta (Audit and Risk
Tu_e 24.01.23 14:15- Vikash V00?2 Committee member in various firms) on risk, corporate governance, and board
17:00 work
15:30 - 17:00 - Risk reporting and financial reporting
. 9:15 - 10:15 Risk reporting and financial reporting
12%36'01'23 09:15 Vikash V002 10:30 — 12:00 — Guest discussion with Gautum Basu (Partner - Private Equity) on
' risk as an opportunity
Tue 31.02.23 14:15- . Risk reporting and financial reporting
17:00 Vikash V002 =550 31000 framework
_ COSO 31000 framework
Thu 02.02.23 09:15 Vikash Q101 Guest Discussion on Corporate Governance, Risk Management, and Internal Audit

12:00

with IA insight — Eero Suomela

School of Business

n ? Aalto University
| |
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Schedule Il of Il

Date Responsible Room Topic
Teacher

Two week break for group work

Tue 14.02.23 14:15-

17-00 Matteo V002 Group presentation (Mandatory presence)
1-2%86'02'23 09:15- Matteo V002 Group presentation (Mandatory presence)

One week break for exam preparation

Thu 23 February 9:00 - 12 Physical Exam (Check Sisu)

Aalto University
School of Business
| |
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Thank You

READINGS
» are listed in MyCourses > Materials

* Please read all the articles (Most of them are also summarized in the slides)

« For COSO ERM 2017 and ISO 31000 frameworks, slide material are shared
separately (Please do not circulate or share them — it is a copyrighted
material for internal use)

Questions about the course should be asked primarily
* During the lectures
* Inthe course website (in MyCourses) = General discussion

Aalto University
School of Business
| |

31



