Centro Internacional de Agricultura Tropical
Board Statement on Risk Management and Internal Control

The Center’s Board of Trustees has responsibility for ensuring an appropriate risk
management process is in place to identify and manage significant risks to the
achievement of CIAT’s business objectives, and to ensure alignment with CGIAR
principles and guidelines which have been adopted by all CGIAR centers.

These risks include operational, financial and reputational risks that are inherent in the
nature, modus operandi and location of CIAT's activities, and are dynamic as the
environment in which CIAT operates changes. They represent the potential for loss
resulting from inadequate or failed internal processes or systems, human factors, or
external events. Among others, these risks include

irrelevance of scientific activities,

misallocation of scientific efforts away from agreed priorities,

loss of reputation for scientific excellence and integrity

business disruption and information system failure

liquidity problems,

transaction processing failures,

loss of assets including information assets,

failures to recruit, retain and effectively utilize qualified and experienced staff,
failures in staff health and safety systems,

failures in the execution of legal, fiduciary and agency responsibilities, including
failure to properly execute donor contracts.

The Board has adopted a formal risk management policy, which has been
communicated to all staff, that includes a framework by which the Center's management
identifies, evaluates and prioritizes risks and opportunities across the organization;
develops risk mitigation strategies (including internal controls) which balance benefits
with costs; monitors the implementation of these strategies; and periodically reports to
the Board on results.

This process draws upon risk assessments and analysis prepared by CIAT’s business
unit staff, internal auditors, Center-commissioned external reviewers, and the external
auditors. The risk assessments also incorporate the results of collaborative risk
assessments with other CGIAR Centers, System Office components and other entities
in relation to shared risks arising from jointly managed activities.

The risk management framework seeks to draw upon best practice promoted in codes
and standards promulgated in a number of CGIAR member countries, and it is subject
to ongoing review as part of the CIAT’s continuous improvement effort. Risk mitigation
strategies include the implementation of systems of internal control which, by their
nature, are designed to manage rather than eliminate the risk.



CIAT endeavors to manage risk by ensuring that the appropriate infrastructure, controls,
systems and people are in place throughout the organization. Key practices employed
in managing risks and opportunities include business environmental scans, clear
policies and accountabilities, transaction approval frameworks, financial and
management reporting and the monitoring of metrics which are designed to highlight
positive or negative performance of individuals and business processes across a broad
range of key performance areas.

The design and effectiveness of the risk management system and internal controls is
subject to ongoing review by the CIAT's internal audit service, which is independent of
business units and reports on the results of its audits directly to the Director General
and the Board through Board’s Audit Committee.

Based on an assessment completed by CIAT management and discussed with the
Board, CIAT is in the process of introducing the results of the risk assessment process
as a tool for the continuous management decision-making.

The Board is satisfied that the Center is effectively implementing a sound risk
management process (including internal controls) to manage the Center’s significant
risks and ensure alignment with CGIAR principles and guidelines.

Jameg W. Jone
CIAT Board of Trustees

Mary S%’

Chair, Audit Committee

16 May 2006
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Center for International Forestry Research {CIFOR)

Board Statement on Risk Management and Internal Control

The Center's Board of Trustees has responsibility for ensuring an appropriate risk
management process is in place to identify and manage significant risks to the
achievement of CIFOR’s business objectives, and to ensure alignment with CGIAR
principles and guidelines which have been adopted by all CGIAR centers. These risks
include operational, financial and reputational risks that are inherent in the nature,
modus operandi and location of CIFOR'’s activities, and are dynamic as the environment
in which CIFOR operates changes. They represent the potential for loss resulting from
inadequate or failed internal processes or systems, human factors, or external events.
Among others, these risks include

irrelevance of scientific activities,

misallocation of scientific efforts away from agreed priorities,

loss of reputation for scientific excellence and integrity

business disruption and information system failure

liquidity problems,

transaction processing failures,

loss of assets including information assets,

failures to recruit, retain and effectively utilize qualified and experienced staff,
failures in staff health and safety systems,

failures in the execution of legal, fiduciary and agency responsibilities.

The Board has approved a formal risk management policy, communicated to all staff,
that includes a framework by which the Center's management identifies, evaluates and
prioritizes risks and opportunities across the organization; develops risk mitigation
strategies which balance benefits with costs; monitors the implementation of these
strategies; and periodically reports to the Board on results. This process draws upon
risk assessments and analysis prepared by CIFOR's business unit staff, internal
auditors, Center-commissioned external reviewers, and the external auditors. The risk
assessments also incorporate the results of collaborative risk assessments with other
CGIAR Centers, System Office components and other entities in relation to shared risks
arising from jointly managed activities. The risk management framework seeks to draw
upon best practice promoted in codes and standards promulgated in a number of CGIAR
member countries, and it is subject to ongoing review as part of the CIFOR’s continuous
improvement effort.

Risk mitigation strategies include the implementation of systems of internal control
which, by their nature, are designed to manage rather than eliminate the risk. CIFOR
endeavors to manage risk by ensuring that the appropriate infrastructure, controls,
systems and people are in place throughout the organization. Key practices employed in
managing risks and opportunities include business environmental scans, clear policies
and accountabilities, transaction approval frameworks, financial and management
reporting and the monitoring of metrics which are designed to highlight positive or
negative performance of individuals and business processes across a broad range of
key performance areas. The design and effectiveness of the risk management system
and internal controls is subject to ongoing review by the CIFOR’s internal audit service,
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which is independent of business units and reports on the results of its audits
directly to the Director General and the Board through Board’s Finance and Audit
Committee.

The implementation of the risk management framework during 2005 has been
reviewed by the Board with CIFOR management and the Board is satisfied with
the progress made.
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Angela Cropper, Date
Chair, CIFOR Board of Trustees

J%uég% : Date

Chair, Audit and Finance Committee

November 14, 2005




CIMMYT
Board Statement on Risk Management and Internal Control

The Center's Board of Trustees has responsibility for ensuring an appropriate risk
management process is in place to identify and manage high and significant risks to the
achievement of the Center’s business objectives, and to ensure alignment with CGIAR
principles and guidelines which have been adopted by all CGIAR Centers. These risks
include operational, financial and reputational risks that are inherent in the nature,
modus operandi and location of the Center's activities, and are dynamic as the
environment in which the Center operates changes. They represent the potential for loss
resulting from inadequate or failed internal processes or systems, human factors, or
external events. They include low impact of scientific activities, misallocation of scientific
efforts away from agreed priorities; loss of reputation for scientific excellence and
integrity; business disruption and information system failure; liquidity problems;
transaction processing failures; loss of assets including germplasm and information
assets; failures to recruit; retain and effectively utilize qualified and experienced staff;
failures in staff health and safety systems; and failures in the execution of legal, fiduciary
and agency responsibilities.

A risk management policy has been prepared, and communicated to all staff; it includes
a framework by which the Center's management identifies, evaluates and prioritizes
risks and opportunities across the organization; develops risk mitigation strategies which
balance benefits with costs; monitors the implementation of these strategies; and
periodically reports to the Board on results. This process draws upon risk assessments
and analysis prepared by the Center's management and staff, internal auditors, Center-
commissioned external reviewers, and the external auditors. The risk assessments also
incorporate the results of collaborative risk assessments with other CGIAR Centers,
System Office components and other entities in relation to shared risks arising from
jointly managed activities. The risk management framework will seek to draw upon best
practice promoted in codes and standards promulgated in a number of CGIAR member
countries, and it will be subject to ongoing review as part of the Center's continuous
improvement effort.

Risk mitigation strategies include the implementation of systems of internal control
which, by their nature, are designed to manage rather than eliminate the risk. The
Center endeavors to manage risk by ensuring that the appropriate infrastructure,
controls, systems and people are in place throughout the organization. Key practices
employed in managing risks and opportunities include reviews of external environmental
factors that may affect the Center, clear policies and accountabilities, transaction
approval frameworks, financial and management reporting and the monitoring of metrics
which are designed to highlight positive or negative performance of individuals and
business processes across a broad range of key performance areas. The design and
effectiveness of the risk management system and internal controls is subject to ongoing
review by the Center’s internal audit service, which is independent of business units and
reports on the results of its audits directly to the Director General and the Board through
Board’s Audit Committee.

Preparation of the risk management framework began in 2004 with further review by the
Board in its March 2005 meeting. Risk management and control is now a standing item
at all CIMMYT Board meetings.



Internal Control and Risk Management

The trustees acknowledge that they are responsible for the Center’s system of
internal control and for reviewing its effectiveness. The system is designed to
manage rather than eliminate the risk of failure to achieve the group’s strategic
objectives, and can only provide reasonable not absolute assurance against
material misstatement or loss.

An ongoing process has been established for identifying, evaluating and
managing the significant risks faced by the Center. The process has been in
place for the full year under review and up to the date of approval of the annual
report and financial statements. The board regularly reviews the process.

The Center’s key risk management processes and system of internal control
procedures include the following:

Management structure: Authority to operate is delegated to management
within limits set by the board. Functional, operating and financial reporting
standards are established by management for application across the
Center. The corporate procedures manual sets out, inter alia, the general
ethos of the Center, delegation of authority and authorisation levels,
segregation of duties and other control procedures together with Center
accounting policies. These procedures are supplemented by operating
standards set by the local management, as required for the geographical
location.

Identification and evaluation of business risks: The major financial,
scientific, legal, regulatory and operating risks within the Center are
identified through annual reporting procedures. The internal audit team
regularly reviews these risks to ensure that are being effectively managed
and appropriately insured, and prepares an annual group risk assessment
report. The team also undertakes regular reviews of the most significant
areas of risk and ensures that key control objectives remain in place and
reports its findings to the audit committee.

Information and financial reporting systems: The Center's comprehensive
planning and financial reporting procedures include detailed operational
budgets for the year ahead and a three year rolling plan. The board
reviews and approves them. Performance is monitored and relevant
action taken throughout the year through the quarterly reporting of key
performance indicators, updated forecasts for the year together with
information on the key risk areas.

Investment appraisal: A budgetary process and authorisation levels
regulate capital expenditure. For expenditure, beyond specified levels and
outside of the approved budget, detailed written proposals have to be
submitted to the board. Reviews are carried out after the acquisition is



complete, and for some projects, during the acquisition period, to monitor
expenditure; major overruns are investigated. Proposals for research and
development programmes are considered by a team led by Dr P Anderson
and proposals beyond specified limits are considered by the board.

Audit Committee: The audit committee monitors, through reports to it by
the internal audit team, the controls which are in force and any perceived
gaps in the control environment. The audit committee meets with both the
internal and external auditors independently from management. The audit
committee also considers and determines relevant action in respect of any

control issues raised by internal or external auditors.

The Board confirms that it has reviewed the effectiveness of the systems of
internal control; the key processes used in doing so included the following:

Review of the annua | group risk assessment report;

Production and regular updating of summaries of key controls measured
against Center benchmarks which cover all internal controls, both financial
and non-financial,

Review reports prepared throughout the year by the internal audit team;

Annual confirmations from management that the procedures set out in the
Center's corporate procedures manual have been followed;

The Chair of the Audit Committee reports the outcome of the Audit
Committee meetings to the board and the board receives minutes of the
meetings; and

Review the role of insurance in managing risks across the group.

April 2006



ICARDA

RISK MANAGEMENT POLICY

(As approved by the Board of Trustees of ICARDA at its full Board
Meeting held on April 29-30, 2005)

April 30,2005
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EXECUTIVE SUMMARY

Introduction

All enterprises are presented with both risks and opportunities in the achievement of
their objectives. Risks are uncertainties and are intrinsic to any endeavor. ICARDA has
a challenging mission that must be delivered in an increasingly complex environment.

Effective Center wide risk management should help the Center deal with uncertainty
and proactively respond to risks and opportunities with the rigor expected of an
international organization. It should also provide confidence to donors, partners, and
other stakeholders that the Center is adhering, in its actions and use of resources, to
the governance standards expected of an international organization. For the purpose of
risk management, such standards can be discerned from various national standards
and guidelines on risk management and corporate governance.

Risks and Opportunities

The Center faces reputational, operational and financial risks that are inherent in the
nature, modus operandi and location of its activities, and which are dynamic as the
environment in which the Center operates changes. They represent the potential for
loss resulting from inadequate or failed internal processes or systems, human factors,
or external events. Failure to adequately deal with risks and opportunities can result, in
extreme cases, in the wholesale failure of organizations, severe losses to stakeholders
to achieving objectives.

Center-wide risk management defined

Center-wide risk management is a process, effected by the Center’'s Board of Trustees,
management and other members of staff, applied in strategy setting and across the
Center, designed to identify potential events that may affect the Center, and manage
risk to be within its risk appetite, to provide reasonable assurance regarding the
achievement of Center’s objective.

Risk management policy

This risk management policy has been prepared considering the currently available
standards and guidelines and will be reviewed on a periodic basis, to reflect the
evolving nature of this aspect of institutional governance. The policy (incorporating the
internal control) is designed to provide guidance to ICARDA on implementing a Center-
wide risk management process, which comprises the following elements:

1. Develop and implement a framework for identifying potential events, assessing risks
and opportunities and selecting responses, thereby reducing the occurrence of
surprises and related costs or losses while at the same time ensuring opportunities
are not inadvertently missed. The framework provides, among other things:

a. a basis for acceptable levels of risk (the “risk appetite”) in the Centers’
strategy setting and implementation;
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b. a method for assessing the interrelated impacts of risks in different areas.
Risks for individual program / themes / units / departments may be within the
program / themes / units / departments’ risk tolerances, but taken together
may exceed the risk appetite of the Center as a whole;

c. guidance on how the analysis of risks that are jointly managed with other
CGIAR Centers and System units, and entities external to the CGIAR, should
be incorporated into the Center’s risk assessments;

. Define the responsibilities within the Center for risk management;

. Communicate the Center’s overall risk management strategy to all stakeholders;

. Report the results of risk management activities within the Center and to external
stakeholders.
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SECTION ONE

PURPOSE

ICARDA's risk management process is designed to systematically identify and manage
high and significant risks and opportunities relating to the achievement of the Center’s
goals. These goalscan be grouped according to the following categories.

a) Doing things right
Reputation

Apply ethical principles to scientific research activities
Maintain a high reputation for integrity in the management of resources
Maintain a high reputation for scientific quality

From ICARDA'’s perspective maintaining a high reputation s one of the key objectives.
The perception of ICARDA as a Center of excellence, which can be relied upon to
manage its resources carefully to produce high quality research products, and which
can be trusted by its partners, is an intangible asset. Any risks that affect this intangible
asset have an impact on the going concern status of ICARDA

b) Doing the right things

Effectiveness
Maintain strategic relevance (what is planned is relevant to the mission, and plans
are appropriately adapted as external conditions change)
Align actual research and related activities with strategy
Maintain quality in research activities
Ensure the protection and effective use of germplasm held in trust
Ensure availability and effective use of intellectual capital, including research data
Continue operations of the Center in the event of significant natural, political, social
and other disruptions

Safety and Security

- Ensure security of Center premises for the protection of assets and business
continuity
Ensure safe working environment for staff and visitors
Ensure environmental safety of Center activities
Ensure security of information assets and information and communications
technology (ICT) system resources
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Financial Integrity
Ensure adequate funds to meet medium term plans and short term obligations to
third parties
Adhere to sound investment practices expected by donors

Compliance
Financial
o Comply with financial obligations to staff
o Comply with external financial reporting obligations

Legal

o Protect intellectual public goods produced by the Center against third party
restrictions

o Comply with third party legal obligations, including those embedded in host
country agreements , donor agreements, intellectual property issues, etc.

Efficiency
Maximize, through efficient allocation and economic use of resources, the amount of
restricted and unrestricted funds available for research and related activities
Maximize efficiency in other research support processes (e.g. Station Operations)
Implement efficient and effective financial and administrative processes

The risk management process ensures that for these “macro” business objectives, and
for various sub-objectives which may be identified, there is:

an adequate assessment made by the Center, on an ongoing basis, of the relevant

risks and opportunities, and
related decisions and transactions are made taking into account these assessments.
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SECTION TWO

STRATEGY

ICARDA seeks to take advantage of opportunities which will help it achieve its mission
as effectively and efficiently as possible. It also seeks to minimize the risks associated
with its activities where possible and where the costs justify related controls or other risk
mitigating action. The Center recognizes that risks cannot be eliminated, but must be
managed. It therefore:

1. Focuses the attention and commitment of the Board, Management and staff to risk
management by implementing a process of assessing risks and opportunities across
the Center’s activities, culminating in an annual report to the Board of Trustees by
Management, and the adoption of an annual statement on risk management by the
Board;

2. Provides guidance to staff on the “risk appetite” that should be considered when
assessing risks and the requirements for controls or other risk mitigating actions:

“risk appetite” is the amount of risk the Center is prepared to be exposed to
before it judges action to be necessary. The risk appetite can vary depending on
the business objective, and can be explained in terms of the willingness of the
Center to accept the high or moderate likelihood of a particular risk actually
eventuating. This will be influenced by the perceived impact of the risk to the
organization.

There are a number of activities where ICARDA will ensure minimal risk by either
not being involved in certain activities or implementing a high degree of control.
The Center will review and upgrade where necessary, its policies and procedures
where this needs to be made more explicit. These include:

A schedule of various transactions, approved by the Board of Trustees, for
which board approval, consultation or information is required.

A financial investment policy approved by the Board of Trustees, which
limits investments to approved risk instruments, and sets requirements to
avoid the risks of concentration of investments in one financial institution.
An authority matrix, approved by the Director General, specifying
delegations of transaction approval authority to various Center staff

However there will be various sub-objectives where the Center is willing to
accept moderate likelihood of risks in the pursuit of its mission. These include:

Research projects where returns on effort may not be certain but there are
opportunities for significant breakthroughs on research problems.
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ICARDA will accept and manage associated risks by requiring explicit
consideration of the risks in internal project planning documents, through
the application of logical framework methodology or other means;

Partnerships with other organizations, particularly those in developing
countries that are less well endowed and benefit from their relationship
with ICARDA in terms of capacity building. ICARDA will accept and
manage risks to quality and timeliness of research contracted with such
partners by requiring that agreements with partners specify required
standards and targets, and mechanisms to allow ICARDA to monitor
performance and take timely action where standards or targets are not
met. In partnership relationships, there should be a clear
demarcation/indication of the boundaries of responsibility of ICARDA.

Decentralizes risk management as much as possible. The Board and senior
management focus on the aggregate risks to the achievement of the high level or
“macro” objectives listed above. Mega project Directors, Program Leaders /
Department and Unit Heads, Directors, Regional Coordinators, Project
Managers, and staff focus on the particular risks to the achievement of their work
programs and other targets for which they are responsible, on the principle that
they are best aware of existing and emerging risks at their operating level.

Implements an Internal Audit function to provide an independent monitoring

within the organization of the design and effectiveness of risk management and
internal control activities.
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SECTION THREE

RESPONSIBILITIES

The Center's Board of Trustees has overall oversight responsibility for ensuring an
appropriate risk management strategy and process is in place. The Board may allocate
responsibility among its members, or Committees, to review the adequacy of the
process, its implementation and its effectiveness.

The Center’s Director General is responsible for the Center-wide implementation of a
risk management system, creating an environment in the Center whereby risks are (on
an ongoing basis) appropriately identified, assessed and acted upon in accordance with
the Center’'s policies whereby Risk Management is part of the Center’s operational
culture.

Everyone in the Center has some responsibility for center-wide risk management. They
are responsible for ensuring that particular risks are considered for all business
processes under their responsibility, and for identifying appropriate risk mitigation
strategies including due consideration of costs and benefits.

ICARDA’s management e xecutive committee is the focal point for integrating the results
of risk management activities throughout the Center and supports the Director General
and the Board (through the Audit Committee) in the reporting process.

The Internal Auditor is responsible for reviewing the design and effectiveness of the risk
management system and internal controls on an ongoing basis, and reporting the
results of its reviews to the Director General, and to the Center’s Board of Trustees,
through the Audit Committee.
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SECTION FOUR

ICARDA’S CENTER WIDE RISK MANAGEMENT FRAMEWORK

ICARDA'’s risk management framework has eight key inter-related components and
objective categories.

1. Internal Environment

ICARDA'’s internal environment is the foundation of its risk management framework.
The internal environment of ICARDA has a direct influence on how strategies and goals
are set, activities are structured; and how risks are identified, assessed, and acted
upon. The internal environment of ICARDA has the following building blocks:

o Integrity,ethical values and behaviour of key executives

o0 Personnel policies and practices

0 Board of Directors and/or audit committee participation in governance
and oversight

o Center structure and assignment of authority and responsibility

0 management operating style and control consciousness

o risk management philosophy and culture.

ICARDA's risk appetite as mentioned in section two, is also an important part of the
internal environment and affects strategy setting. [ICARDA pursues a range of
strategies to achieve its mission, goals and objectives, and the risk management
framework in ICARDA assists management select a strategy consistent with its risk
appetite.

2. Objective Setting

Center-wide risk management also rests on the Center’s internal processes for setting
objectives, for ensuring that those objectives are aligned with strategic goals, and for
ensuring those goals are consistent with the risk appetite. ICARDA'’s objectives can be
viewed from the following four perspectives:

o Strategic: related high-level vision, mission and goals. These objectives are
established through ICARDA’s strategy setting and through the CGIAR
medium term planning and review mechanism

o Operations: related to efficiency, performance, financial health and safety

o Reporting: related to internal and external reporting. These objectives are
established through donor agreements and CGIAR guidelines..

o Compliance: related to compliance with laws and regulations

3. Event Identification

The Center’s board of trustees and management will regularly review, as part of their
strategy setting, the context within which the Center operates and will maintain a broad
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understanding of the risks and opportunities in the internal and external environment at
this level. In order to do this comprehensively, a range of risk dimensions are
considered and which can be divided into internal and external risks as follows:

Internal Risk Dimensions External Risks Dimensions
Strategy and Research - Reputational
People - Donor
Physical infrastructure - Partners
Technology - Host country
Intellectual assets - Suppliers
Finance - Legal and regulatory framework
Processes

Proposals for changes in strategy or adoption of new initiatives are required to include
an analysis of the associated internal and external risks and how they will be
addressed.

The Center's management will integrate into business processes the identification of
key risks and opportunities at process/unit and Center level and inventory these risks

and opportunities for assessment and monitoring.

4. Risk Assessment

Risk assessment is the Center’'s process for identifying and analyzing the risks (both
internal and external) that are relevant to the achievement of its objectives. In addition,
a risk assessment process provides the Center with a basis for determining how to
manage its risks (e.g. the actions to address specific risks or a decision to accept a risk
because of cost or other considerations). The Centers shall consider, at unit level as
well as in aggregate across the Center, how the identified risks might affect the
achievement of the Center’'s objectives from two perspectives - the impact and the
likelihood of occurrence.

a) Risk impact
The severity of the exposure to the Center if a risk event occurred. For analytical
purposes, this will be measured in terms of:

High — failure has the potential to significantly damage or destroy the effective
functioning of the Center or its future viability, particularly through loss of donors’
confidence or major financial or reputational loss. Also includes potentially
significant employee health and safety hazards.

Moderate — failure has the potential to damage important aspects of the Center’s

functions or future viability, which would require significant management effort
and time to recover.
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Limited — failure has the potential to damage particular aspects of the Center’'s
functions, diverting management effort if an adverse event occurred, but not
expected to damage the overall medium-long term operations of the Center.

b) Risk likelihood

The probability of a risk event occurring, given what is known about the degree or
quality of the risk prevention strategies in place for a given risk and the mitigation
strategies to minimize impact if the risk event occurs. For analytical purposes, this
will be measured in terms of:

High— The risk mitigating actions taken by the Center — in terms of (i) avoidance
of certain activities, (ii) controls (such as policies, procedures, clarity of
responsibilities, training, management monitoring and information), and/or (iii)
insurance arrangements — are not considered sufficient or controls are not yet
operating effectively, and the probability of occurrence of adverse events for the
Center is therefore considered high (>50% probability i.e. more likely than not)
over the short-medium term.

Moderate — The risk mtigating actions taken by the Center are partial and there
are further opportunities in terms of action the Center should take, or are planned
but not yet fully implemented. As a result probability of occurrence of adverse
events for the Center is therefore considered moderate (25%-50% probability)
over the short-medium term.

Low — The risk mitigating actions taken by the Center are sufficiently designed
and operating effectively to reasonably protect the Center against foreseen
adverse events.

Each risk will be evaluated and classified in terms of the above two dimensions, viz.,

risk impact and risk likelihood. A summary record of this analysis will be maintained
to include the following items:

Business objective

Potential risks

Procedures and systems employed to manage the risks

Manager(s) responsible for ensuring the effectiveness of these procedures
and systems

Recent or planned reviews of the procedures or systems (e.g. EPMR/ CCER
studies, special review consultancies, internal audits, external audits)

Risk impact assessment (high, moderate, limited)

Risk likelihood assessment (high, moderate, low)

Summary comments on recent risk prevention/mitigation achievements or
plans, or areas flagged as requiring further focused attention to risk
mitigation.
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These evaluations will be made and documented periodically at both unit and Center
level according to consistent formats.

C) Shared Risks

In the case of risks which the Center shares with other Centers, System Office
components or other entities (such as Challenge Programs; System-wide Programs;
common services such as international staff payroll, pensions and insurance programs)
designated Center staff will be responsible for providing evaluations. These may draw
on risk identification, analysis and evaluation exercises undertaken jointly with partners
and CGIAR System Office analysis.

5. Risk response

Risk esponse comprises the measures employed to manage significant risks to the
Center. Internal controls are one way of treating of a risks, mitigating measures can be
categorized as:

risk avoidance (not undertaking certain activities);

risk_reduction (implementing internal controls and other activities to minimize the
likelihood of occurrence of risk events); Risk reduction activities include the
implementation of authority matrices which define the approval requirements for
various types and levels of transactions, the dissemination of policies and
guidelines, implementation of control procedures, training, monitoring and evaluation
systems, and information reporting and feedback systems. They have a cost, and
therefore the extent of measures employed by the Center will be tailored according
to cost-benefit tests. This needs to be monitored over time as the perceived impact
and likelihood of risks may change as the Center's environment changes.
Management may seek the advice of external consultants, internal auditors, and
external auditors to ascertain the appropriate balance in terms of risks and controls.

risk_sharing (especially through insurance arrangements, to minimize the impact of
risk events which occur); and

risk acceptance (not taking action, on the basis that the Center is willing to bear a
loss if a risk event occurs. This may arise where the costs of control are considered
higher than the likely loss if an event occurred).

6. Control Activities

These are the policies and procedures which ensure that risk responses are carried out
efficiently. The policies are implemented at every level of the Center. The control
procedures are incorporated into the business processes of ICARDA and are
implemented after due consideration of the cost benefit analysis of having the control

procedure in place.

7. Information and Communication

Information is needed at every level of the Center to identify, assess and respond to
risk. Pertinent information from both internal and external sources is captured so that
the key internal stakeholders involved in the risk management framework react to the
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information quickly and efficiently. Effective communication should occurs in a broad
sense, flowing down, across and up the Center.

8. Monitoring

The Center's management will develop an appropriate monitoring system to provide
assurance that risk mitigation and internal control measures are being implemented as
intended, through a combination of monitoring ongoing activities and through separate
evaluations. This includes an annual program of internal audits (developed in the
context of a multi-year rolling plan) approved by the Director General and the Audit
Committee and a program of Center Commissioned External Reviews.

This illustrates the components of the Risk Management Framework and the responsibilities of the
internal key stakeholders involved in the Risk Management process.

Responsibility
No. | Components of the Board / Management | Personnel | Internal

Risk Management Audit Auditor
Framework Committee

1 Internal Environment O [,M .M R

2 | Objective setting O LM I R

3 Event identification O M .M R

4 Risk Assessment @) .M .M R

5 | Risk Response 0 .M I R

6 | Control Activities @) I,M I R

7 Information & @] \M I R
Communication

8 | Monitoring ©) I.M .M R

O — Oversight, M — Monitoring, | — Implementation, R — Review
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