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PURPOSE AND SCOPE

1.1.

1.2

1.3.

1.4

1.5.

1.6.

This Policy document sets out the framework that governs the risk
management principles and processes for the Municipal Gratuity Fund (MGF)
and shall be reviewed every three years by the Trustees of the Fund.

The scope of this Policy applies to the MGF which is a defined contribution
arrangement where the Member is directly exposed io the underlying
investment performance risk.

The strategic intent of implementing this Policy is to create an environment in
which risk management is consistently applied to protect the Members interests
in the MGF.

The principles are based on the King it Report on Corporate Governance,
Pension Fund Circular 130 and other relevant international risk management
standards and frameworks.

This Policy should also be read together with the detailed policies, standards
and procedures applicable to the MGF.

Should there be any disparity between this Policy and any framework, this
Policy shall be referred to, unless otherwise agreed upon by the Trustees of
the MGF.

OBJECTIVES OF ENTERPRISE RISK MANAGEMENT

2.1

2.2.

2.3.

Definition of risk:-

Risks are defined as uncertain future events or potential loss conditions which
could influence the achievement of MGF’s objectives, including strategic,
investment, operational, financial and compliance objectives.

Definition of risk management:-

Enterprise risk management (ERM) is 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 risk to be within its risk appetite, to provide reasonable
assurance regarding the achievement of entity objectives.

Enterprise risk management encompasses the following aspects:
2.3.1. Alignment of risk appetite and organisational strategy;
2.3.2. Improved ability to understand and react to risks;

2.3.3. Reduction in losses, with an increased awareness of the risk impacts,
and a more integrated risk response;

2.3.4. Ability to identify and manage multiple and cross organisational risks;
and

2.3.5. Opportunities are identified, and a uniform response created.



2.4. These capabilities will result in:

2.4.1. Optimising the MGF’s performance;
2.4.2. Safeguarding the MGF's investments;

2.4.3. Compliance with applicable laws, regulations and supervisory
requirements; and

2.4 4. Responsible behaviour towards all stakeholders.

3. RISK MANAGEMENT FRAMEWORK

3.1

3.2.

3.3.

3.4.

3.5

General Committee:

The General Committee which comprises representatives from the MGF
participating employers has an annual general meeting where a disclosure of
the MGF risk management process and ifs key risks should be tabled for
information purposes.

Management Committee:

The MGF Board of Trustees, referred to as the Management Committee and
hereafter as the BOARD, is ultimately accountable for risk management and
to provide the MGF Members with assurance in this regard. It should
comprise members with sufficient technical and management expertise with
ethical standards that are above reproach. It should display formal support of
risk management and relevant corporate governance standards. The
BOARD's performance in this regard should be evaluated annually. The
Management Commitiee also fulfils the role of Audit Committee on which
level comprehensive financial, operational, member administration and
member record related risks are monitored both in terms of independent
external audits and detailed independent internal audits.

Executive Commitiee.-

The role of a Risk Commiittee will be performed by the Executive Committes,
hereafter referred to as the EXCO. The person appointed by the BOARD with
the designated role of Risk Champion should be present at EXCO meetings
on request of the EXCO and there shouid be adequate representation from
other stakeholders when risks are discussed. A formal annual risk
identification and assessment workshop will be arranged by the EXCO.
Furthermore, risk management should be a standing agenda item at EXCO
meetings.

MGF Objectives:-

The BOARD will document the MGF’s objectives and will ensure that they
have been communicated and understood by all those delegated to manage
risk on behalf of the MGF.

Risk Appetite:-



3.6.

3.7

3.8.

3.9,

3.10.

3.11.

3.12.

In alignment with the MGF’s objectives, the BOARD will define and document
its risk appetite and risk tolerance levels in terms of financial and/or non-
financial measures. Any chosen investment or operational strategy must be
within the approved risk appetite.

Skills and Training:-

The BOARD will ensure that adequate protocols are in place to ensure that
the competence and skills of personnel and service providers are suited to
required risk management tasks, and where necessary, suitable training is
underiaken.

Risk Reqister:-

The EXCO should develop and continuously update profiles of risks it is
exposed to.

Risk ldentification:-

An annual formal process managed to identify events that may impact the
strategic, investment and operational objectives should be in place, taking
into account internal and extermal factors, historic events/trends, events
arising with no historic precedent (incorporating scenario andfor stress
analysis) and interdependencies between events. The causes/risk factors
should be determined for each risk event.

Risk Assessment:-

An annual formal risk assessment process managed by the BOARD shoutld
be in place. Likelihood, impact and overall risk rating tables should be defined
by the BOARD.

Risk Response / Control Activities (also referred to as Management Actions):-

For each identified risks, one or a combination of the following responses

should be chosen:

® Avoidance — terminate activity;

° Reduction - treat risk by using controls to reduce likelihood and/or
mitigate impact;

° Sharing — transfer risk (eg. insurance); and

® Acceptance — tolerate risk.

Each risk response must be documented, be assigned to a suitable
individual, have a due date and be monitored against due dates.

Key Performance / Risk Indicators:-

For key risks and where appropriate, relevant key performance/risk indicators
should be developed, monitored and reporied upon as a standing item at the
BOARD meetings. A key performance/risk indicator is a quantitative mefric
representing one or more goals, objectives or critical success factors.

Monitoring:-
The following should be monitored and evaluated on a regular basis:




3.13.

3.14.

3.12.1.

3.12.2.

Risk management process (at least annually by the BOARD with an
independent risk management process audit every third year);

Management actions/controls (ongoing by operations management
and the EXCO); and

Information, Communication and Risk Reporting:-

Risk information should be regularly communicated to relevant stakeholders
as indicated in Appendix A with sirict adherence to the minimum formal
reporting requirements as stipulated in this Policy.

3.13.1.

3.13.2.

Risk information to be reported includes:- 1) key risks (including
mitigation strategy, impact and likelihood), 2) materiai changes to
the risk profile, 3) summaries of significant control breakdowns /
losses, 4) breaches of regulations or limits, 5) the results / status of
assurance work o date, and 6) claims, incidents, potential litigation;,

The BOARD will make an annual disclosure concerning the MGF's
risk management processes and key risks.

Risk Management Process:-

The risk management process to be followed is continuous as outlined by the
diagram below.
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3.14.1. Establishing the Context involves evaluating the internal and external

operational environment of the fund as well as reviewing and
confirming strategic objectives, fund objectives, risk appetite and risk
tolerance.



3.15.

3.16.

3.17.

3.18.

3.14.2. Risk identification includes risks impacting strategic and operational
objectives of the fund, interdependence of risks, risk categories and
opportunities.

3.14.3. Risk analysis involves rating the impact and likelihood of the risk,
determining the causes, consequences/impacts, controls and risk
mitigations.

3.14.4. Risk evaluation deals with the risk response strategy such as tolerate,
treat, transfer or terminate the risk.

3.14.5. The treatment deals with implementing the selected risk response
controls and management actions.

3.14.6. The communication and consultation requires adequate
communication of risks and risk events between ftrustees, the
Principal officer and administration staff.

3.14.7. Monitoring and review requires regular monitoring and reporting on
risks.

Risk Escalation:-

Proper escalation procedures should be in place to ensure that material risk
issues are reported timeously and to the appropriate user/s, in particular the
MGF Risk Champion and the MGF Chairperson.

Incident Logaing:

The relevant details of incidents or operational events that result in financial
loss as well as those events that are considered near misses should be
properly recorded and reported at the EXCO and the BOARD. A high
frequency of incidents would require a loss database to be maintained.
Events contained in the databases should then be referenced to a risk in the
risk register.

QOutsourced operations:

Where MGF outsources some of its functions to a 3 party, the following must
be borne in mind:

3.17.1. The BOARD remains accountable for ensuring that the business
and reputation risks are adequately addressed;

3.17.2. Due to the new relationship, new and/or different risks may arise,
and should be properly assessed;

3.17.3. The EXCO should assess whether its business partner employs
acceptable risk management frameworks;

3.17.4. Business relationships with outsourced service providers which are
key to the MGF supply chain should be defined in documented
service level agreements;

3.17.5. Service level agreements with outsourced service providers should
be reviewed regularly; and

3.17.6. The performance of outsourced service providers should be
monitored against applicable service level agreements.

3.17.7. The BOARD should ensure that there is a reasonable right of
recourse in the event that there is any breach of delegated functions
by the service provider.

Insurances:--



3.19.

3.20.

3.21.

3.22.

The BOARD must ensure that MGF has taken out adequate insurance cover
to indemnify the Fund against any loss suffered by the Fund which cannot
otherwise be recovered, including losses arising from negligence.

Business Continuity: -

The BOARD must ensure that adequate business continuity management
measures are in place whereby potential impacts that threaten an
organisation are identified and a appropriate framework is implemented. The
business continuity framework must build resilience and the capability for an
effective response to threats thereby safeguarding the interests of MGF's key
stakeholders, reputation, trust and value creating activities.

Risk Types:-

The types of risk to be identified should not be limited to those which have a
financial consequence, but should include all risks that impair the governance
and operations of the fund.

Sensitivity Analysis:-

Sensitivity analysis and stress tests on key risk factors should be requested
by the BOARD to provide an indication of potential losses to the various
portfolios under various scenarios.

Statutory Audit;-

The statutory audit conducted by independent external auditors should cover
the annual financial statements, investment processes and general
operational and administrative processes.

RISK MANAGEMENT ROLES AND RESPONSIBILITIES

4.1.

The BOARD are responsible for the following:

4.1.1. The ultimate responsibility for the management of risks and the overall
control environment;

4.1.2. Ensuring that an effective risk management capability (including
structure and resources) has been established in the entity with a
mandate to design, implement, monitor and report on the risk
management process;

4.1.3. Approve policies, procedures and approval frameworks that set the
level of risk which can be subject to the decision-making of authorised
persons / committees and above which escalation to the BOARD is
required;

4.1.4. Reviewing the risk appetite to achieve the best balance between risk
and return;

4.1.5. Reviewing the strategy and resultant risk profile, to ensure that the
entity they direct operates within its risk appetite;

4.1.6. Requesting relevant information regarding the most significant risks
and their applicable controls and management actions, resulting in
their acceptance of the level of risk reported or requesting of further
action to mitigate or increase the level of risk exposure;



4.2

4.3.

4.1.7. Ensuring adequate disclosure for the annual report with regard to risk
management;

4.1.8. Fulfil its corporate governance responsibilities in respect of risk
management;

4.1.9. Ensure that persons nominated and appointed to its subcommittees
are suitable and appropriate;

4.1.10. Appointing a person designated as the Risk Champion / Co-ordinator
of the risk management process;

4.1.11. Advocate a culture that supports the risk management objectives of
MGF; and :

4.1.12. Ensuring that the correct investment products are offered to Members
and that Member communication is effective.

The EXCO will assist the BOARD to fulfil its responsibilities with regard fo risk
management. It is appointed by the BOARD to monitor the effectiveness of
the risk management processes. It is accountable to the BOARD for:

4.2.1. Establishing enterprise risk management strategies, policies and
procedures, including defining roles and responsibilities and
participating in setting goals for implementation and monitoring;

4.2.2. Establishing a common risk management language that includes,
where appropriate, common measures around likelihood and impact,
and common risk categories;

4.2.3. Designing, implementing and monitoring the process of risk
management, including ensuring that all the elements described in
the risk management framework are embedded in organisational
operations and processes and providing assurance to the BOARD to
this effect;

4.2.4. Clearly communicating the MGF risk management requirements to all
relevant parties in the organisation and framing accountability and
authority for enterprise risk management in the organisation;,

4.2.5. Reviewing the MGF risk information and reports,

4.2.6. Promoting an enterprise risk management competence and culture
throughout the MGF; and

4.2.7. Considering market and credit risk as outlined in the Investment
Policy Statement.

The Risk Champion should perform the following:

4.3.1. Coordinate the risk activities within the EXCO and provide feedback
to the BOARD in this regard;

432 Collebt, aggregate and monitor the MGF risk information in a central
integrated risk management system;

4.3.3. Research and provide advice on risk management best practices;
4.3.4. Be the risk conscience of the MGF;

435 Liaise with key assurance providers to coordinate the proper
management of risks;



44,

4.5,

4.3.6.

4.3.7.
4.3.8.

Escalate to the Chairman of the BOARD any significant changes in
key risks as well as material risk issues that pose an immediate threat
to the business and require deliberate management intervention to
reduce the exposure, the impact or the likelihood of the risk;

Co-ordinate risk management communication with stakeholders; and

Report the progress and/or status of the above-mentioned items to
the BOARD on a regular basis, and in the required format.

MGF Operational areas should:

441,

442
4.4.3.

4.4.4,
4.4.5.

4.4.86.

447.

448

449,

4.4.10.

4411,
4.412.
4413

Implement and apply the risk management framework and techniques
in their planning, operating and reporting activities;
Formalise risk management roles and responsibilities;

Embed risk, control and compliance responsibilities within individuals’
job descriptions and performance objectives;

ldentify and evaluate the risks faced by their area of operation;

Conduct ongoing monitoring of risk profiles and the updating of
changes;

Design, operate and monitor a system of internal controt acceptable
to the EXCO;

Escalate to the MGF Risk Champion any significant changes in key
risks as well as material risk issues that pose an immediate threat to
MGF and require deliberate management intervention to reduce the
exposure, the impact or the likelihood of the risk.

Record, investigate, respond to and report any complaints and
incidents in accordance with the goveming procedure where:

4.4.8.1. A complaint is an oral or written grievance;

4.4.8.2. An incident is an event which could or does result in
unintended harm or loss. Incidents refer to operational
errors;

Update their policies and procedures and communicate the changes
to key affected persons;

Update their Business Continuity Plans with key changes and
communicate to key affected persons;

implement alt MGF higher leve! policies;
Promote a risk management culture within the operational area; and

Report the progress and/or status of the above-mentioned items to
the EXCO on a regular basis, and in the required format.

Internal Audit should perform the following:

451.

4.5.2.

Evaluate the adequacy and effectiveness of enterprise risk
management, and recommend relevant improvements; and

Evaluate the reliability of reporting.



486. The External Auditors are responsible to assess the adequacy and
effectiveness of the risk management process as part of their statutory audit
to the extent that they deem necessary for the external audit purposes.

5. REFERENCES

5.1. INTERNATIONAL STANDARDS

5.1.1. AS/NZS 4360:2004 : Australian/New Zealand Standard - Risk
Management (2004)

5.1.2. COSO: Enterprise Risk Management Framework (2004)
5.1.3. 10D : King Il - King Report on Corporate Governance (2002)

5.1.4. RMSA : The Institute of Risk Management South Africa - Code of
Practice (2004)



Figure1 — Municipal Gratuity Fund Governance Structure
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Appendix A — Reporting Requirements

The following table sets out the requirements for risk management reporting and review,
including responsibilities and frequencies.

No. | Report Description Reporting Review Frequency
Responsibility | Responsibility
1 Disclosure of Risk Principal BOARD Annual
Management Process | Officer
and Key Risks
2 Performance of the BOARD Self- BOARD Annual
BOARD in relationto | Assessment
Risk Management
3 MGF Objectives EXCO BOARD Annual
4 Risk Appetite EXCO BOARD Annual
5 Risk Management EXCO BOARD Annual
Process
8 Risk Management Internal Auditor | BOARD Every third year
Process Audit / { Actuary
Actuarial
7 Key Risk Register EXCO BOARD Annual
Incl. Risks and
controls
8 Risk ldentification EXCO BOARD -~ Annual Workshop
- Meetings
9 Risk Assessment EXCO BOARD - Annual Workshop
- Meetings
10 | Risk Response / EXCO BOARD Meetings
Control Activities
11 Key Performance / EXCO BOARD Included in monthly
Risk Indicators BOARD Agenda
12 | Recorded Losses EXCO BOARD Per Incident
13 | Outsourced EXCO BOARD Every third year
Operations
14 | Business Continuity EXCO BOARD Every third year
15 | Sensitivity Analysis EXCO BOARD Adhoc
16 | Statutory Audit External Auditor | BOARD Annual




Appendix B — Definition of MGF Risk Types

Actuarial risk: The risk of inappropriate actuarial assumptions and advice.

Complance risk: Risk of not complying with laws and regulations as well as internal
policies.

Environmental risk: Environmental Risk is the risk of actual or potential threat of adverse
impacts on living organisms and the environment by effluents, emissions, wastes, resource
depletion and the like arising from industrial and suchlike activities or climate changes.

Covernance risk: Governance risk is the rigsk of not achieving competitive returns while
maintaining ethical integrity in the activities of the board, participating employers and
members.

Investment risk: Risk of losses from value changes of financial instruments (market)

and/or losses from borrowers not meeting their obligations {credit)

e Market risk: Market risk is the risk that the value of a financial instrument will fluctuate
as a result of changes in market prices (e.g. for fixed interest instruments this translates
to changes in market interest rates).

o Credit risk: Credit risk is the risk that a counter party to a financial instrument might
become unable, less likely or unwilling to fulfil its contractual obligations.

« Currency risk: Currency risk is the risk that the Rand value of a financial instrument,
liability or profit conversion will fluctuate owing to changes in foreign exchange rates.

s« Inflation risk: Inflation risk is the risk that the purchase power (real return) of an
investment portfolio decreases or is undermined due fo a higher than expected inflation
rate.

Legal risk: Legal and litigation risk is the risk that the company will be exposed to contractual
obligations which have not been provided for.

Legislative risk: Legislative Risk is the risk of sustaining a loss on an investment as a resuit
of government action ie an amendment, inaction or abolition of one or more laws that may
directly impact a given investment.

Operational risk: Operational risk is the risk of unexpected loss due to human error and/or

failures of processes, systems and controis.

o Liguidity risk: Liquidity or cash management risk is the risk relating to the
difficulty/inability to access/raise funds to meet commitments associated with financial
instruments, liabilities or policy contracts.

e Quisourced Services risk: The risk of reliance and non-performance of outsourced
service providers

¢ Human Resources risk : HR risk emanates from people in the business and other people
related matters.

Process risk: Process risks emanate from the business processes.

Information and Technology risk: Information and IT Risk is the risk of obsolescence of
infrastructure, deficiency in infegration, failures or inadequacies in new or existing
systems or networks and the loss of accuracy, confidentiality, availability and integrity
of data.

e Communication risk: Risks relating to incorrect and delayed communication to
stakeholders.

Political risk: Risks emanating from political events and conditions. Invesiment's retums
could suffer as a result of political changes or instability in a country. Instability affecting
investment returns could stem from a change in government, legislative bodies and other
foreign policy makers.



Reputation risk: Reputation risk is the risk that the actions (including “doing nothing”) of a
company (e.g. the treatment of clients, employment equity, social responsibility) harms its
reputation and brand. Reputation risk includes the risk of losses by not meeting
stakeholders’ expectations.

Strategic risk: Strategic risk is the risk that the strategy is inappropriate, that it cannot be
implemented or that it is impacted by exiernal factors.



Appendix C — List of MGF Risk Profiles

BOARD

EXCO

Internal Admin Operations

EB Administration

Actuarial

Investment Consulting

Asset Management

Custodian

Pension Backed Lending




Impact

Appendix D — Risk Assessment Tables

Likelihood

% Deviation from set target

Description

<1

1-3

3-5

Minor impact on the fund’s strategy
or operational activities. Minor
stakeholder concemn.

5-75

7.5-10

10~15

Moderate impact on the fund's
strategy or operational activities.
Moderate stakeholder concern,

15 -20

20-25

» 25

Significant impact on the fund's
strategy or operational activities.
Significant stakeholder concern.

Level

Risk Ratings

% Chance of Occurrence

Description

Has not occurred. Unlikely to occur.

1
1
5
10 Could occur more than once within
the time period {for example - 10
15 years)
20
33 Potential of it occurring several
times within the time period (for
50 example 10 years). Has occurred
recently.
» 50

Risk evaluation ratings are the product of impact and fikefihood and are ranked as follows:

Rating Range

Risk Evaluation

<= 18 Low risk, acceptable, tolerate
19 - 42 Medium risk, cautionary, consider additional risk mitigation
>=43 High risk, treat risk (management actions and control improvements)




Appendix E — Glossary of Risk Management Terms

Application Controls — Programmed procedures in application software, and related
manual procedures, designed to help ensure the completeness and accuracy of information
processing. Examples include computerized edit checks of input data, numerical sequence
checks and manual procedures to follow up on items listed in exception reports.

Cause — Underlying internal or external factor that resulis in an event.

Compliance — Having to do with conforming with laws and regulations applicable to an
entity.

Computer Controls — 1. Controls performed by computer, i.e., controls programmed into
computer software. 2. Controls over computer processing of information, consisting of
general controls and application controls.

Control ~ 1. A noun, denoting an item, e.g., existence of a control — a policy or procedure
that is part of intemal control. A control can exist within any of the eight components. 2. A
noun, denoting a state or condition, e.g., to effect control — the result of policies and
procedures designed to control; this result may or may not be effective intemali control. 3. A
verb, e.g., to control — to regulate; to establish or implement a policy that effects control.

Criteria — A set of standards against which measurements can be made to determine
effectiveness.

Deficiency — A shortcoming.

Design — 1. Intent. As used in the definition, enterprise risk management is intended to
provide reasonable assurance as to achievement of objectives; when the intent is realized,
the system can be deemed effective. 2. Plan; the way a system is supposed to work,
contrasted with how it actually works.

Effected — Used with enterprise risk management: devised and maintained.

Enterprise Risk Management System {or Process, or Architecture} — A synonym for
enterprise risk management applied in an entity.

Entity — An organization of any size established for a paricular purpose. An entity, for
example, may be a business enterprise, not-for-profit organization, government body or
academic institution. Other terms used as synonyms include organization and enterprise.

Ethical Values — Moral values that enable a decision maker to determine an appropriate
course of behavior; these values should be based on what is “right,” which may go beyond
what is legally required.

Event — An incident or occurrence, from sources internal or externatl to an entity, that could
affect the implementation of strategy or achievement of objectives.

Exposure — Portion of the range of possible outcomes of future events for which the entity
is susceptible to loss.

General Controls — Policies and procedures that help ensure the continued, proper
operation of computer information systems. They include conirols over information
technology management, information technology infrastructure, security management, and
software acquisition, development and maintenance. General controls support the



functioning of programmed application controls. Other terms sometimes used fo describe
general controls are general computer controls and information technology controls.

impact — Result or effect of an event. There may be a range of possible impacts associated
with an event. The impact of an event can be positive or negative relative to the entity’s
related objectives.

Inherent Limitations — Those limitations of all enterprise risk management systems. The
limitations relate to the limits of human judgment; resource constraints and the need to
consider the cost of controls in relation to expected benefits; the reality that breakdowns can
occur; and the possibility of management override and collusion,

inherent Risk — The risk to an entity in the absence of any actions management might take
o alter either the risk’s likelihood or impact.

Integrity — The quality or state of being of sound moral principie; uprightness, honesty and
sincerity; the desire to do the right thing, to profess and live up to a set of values and
expectations.

Internal Control — A process, effected by an entity's Board of directors, management and
other personnel, designed to provide reasonable assurance regarding the achievement of
objectives in the following categories:

« Effectiveness and efficiency of operations.
* Reliability of financial reporting.
« Compliance with applicable laws and regulations.

Internal Control System — A synonym for Internal Control, applied in an entity.

Management Intervention — Management's actions to overrule prescribed policies or
procedures for legitimate purposes; management intervention is usually necessary to deal
with non-recurring and non-standard transactions or events that otherwise might be handled
inappropriately by the system.

Management Process — The series of actions taken by management to run an entity.
Enterprise risk management is a part of and integrated with the management process,

Manual Controls — Controls performed manually, not by computer (contrast with Computer
Controls (1)).

Operations — Used with “objectives” or “controis™ having to do with the effectiveness and
efficiency of an entity's activities, including performance and profitability goals, and
safeguarding resources.

Opportunity — Possibility that an event will occur and positively affect the achievement of
objectives.

Policy — Management's dictate of what should be done to effect control. A policy serves as
the basis for procedures for its implementation.

Procedure — An action that implements a policy.

Reasonable Assurance — The concept that enterprise risk management, no matter how
well designed and operated, cannot guarantee that an entity's objectives will be met. This is
because of Inherent Limitations in all enterprise risk management systems.

Reporting —~ Used with “objectives”. having to do with the reliability of the entity’s reporting,
including both internal and external reporting.



Residual Risk ~ The remaining risk after management has taken action fo alter the risk's
likelthood or impact.

Risk — The possibility that an event will occur and adversely affect the achievement of
objectives.

Risk Appetite — The broad-based amount of risk a company or other entity is willing to
accept in pursuit of its mission or vision.

Risk Management — The identification, assessment and response to risk to a specific
objective.

Risk Tolerance — The acceptable variation relative to the achievement of objectives.

Stakeholders —~ Parties that are affected by the entity, such as shareholders, the
communities in which the entity operates, employees, customers and suppliers.

Strategic — “Used with objectives™ having to do with high-level goals that are aligned with
and support the entity’s mission.

Uncertainty — inability to know in advance the exact likelihood or impact of future events.
Value — A measure of worth, utility or importance of an entity to its stakeholders.
Variance — The degree of difference between the expected outcome and actual outcome.

Volatility — Sensitivity of actual outcomes to unexpected changes.
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