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The committee responsible for the issue of this draft comprised representatives of organizations
interested in the subject matter of the proposed Standard. These organizations are listed on the
inside back cover.

Comments are invited on the technical content, wording and general arrangement of the draft. Please
use the comments pages, provided behind this notice, for your comments. Comments should
preferably be typewritten. Please do not return marked-up drafts as comments.

When completing the comments page ensure that the number of this draft, your name and
organization (if applicable) is recorded. Please place relevant clause numbers beside each comment.

Editorial matters (i.e. spelling, punctuation, grammar etc.) will be corrected before final publication.

The coordination of the requirements of this draft with those of any related Standards is of particular
importance and you are invited to point out any areas where this may be necessary.

Please provide supporting reasons and suggested wording for each comment. Where you consider
that specific content is too simplistic, too complex or too detailed please provide an alternative.

Comments can be sent by post, fax, e-mail or on a disk (3%2 IBM PC format) marked to the attention
of the officer indicated on the top left corner of the form.

If the draft is acceptable without change, an acknowledgment to this effect would be appreciated.

Normally no acknowledgment of comment is sent. All comments received by the due date will be put
before the relevant drafting committee. Where appropriate, changes will be incorporated before the
Standard is formally approved.

If you know of other persons or organizations that may wish to comment on this draft Standard, could
you please advise them of its availability. Further copies of the draft are available from the Customer
Service Centre listed below and from our website at http://www.standards.com.au.

STANDARDS AUSTRALIA Customer Service Centre
Telephone: 1300 65 46 46

Facsimile: 1300 65 49 49

e-mail: sales@standards.com.au

Internet: http://www.standards.com.au
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DRAFT
Australian/New Zealand Standard
Risk management
(Revision of AS/NZS 4360:1999)

(To be AS/NZS 4360:2004)

This draft proposes a generic guide for managing risk. It may be applied to a wide range of
activities or operations of any public, private or community enterprise, or group.

Comment on the draft is invited from persons and organizations concerned with this

subject. It would be appreciated if those submitting comment would follow the guidelines
given on the inside front cover.

Attention is drawn to the fact that this document is a draft Australian/New Zealand
Standard only and is liable to alteration in the light of comment received. It is not to be

regarded as an Australian/New Zealand Standard until finally issued as such by Standards
Australia/Standards New Zealand.
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4.4.5 Sensitivity analysis

Since some of the estimates made in risk analysis are
imprecise, a sensitivity analysis should be carried out to test
the effect of uncertainty in assumptions and data. Sensitivity
analysis is also a way of testing the appropriateness and
effectiveness of potential controls and risk treatment opti
as described in Clause 4.6.2.

45 Risk evaluation

The objective of risk evaluation is to make
on the outcomes of risk analysis, abo
treatment and their priorities.

during the analysis process wit
criteria.

The objectives of the
opportunity that could

potential gains
organization’s

ent involves identifying the range of options for
treating risk, assessing those options, preparing risk
[reatment plans and implementing them.

4.6.2 ldentifying options for risk treatment

Risk treatment options, which are not necessarily mutually
exclusive or appropriate in all circumstances, include the
following:

Avoid the risk by deciding not to proceed with the
activity likely to create risk (where this is practicable).

Risk avoidance can occur inappropriately because of a
tendency of some people or organizations to be risk-
averse. Inappropriate risk avoidance may increase the
significance of other risks or may lead to the loss of
opportunities for gain.
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Change the probability of the occurrence, to enhance
the probability of beneficial outcomes and reduce the
probability of losses.

Change the consequences, to increase the size of the
gains and reduce the size of the losses. This may also
include emergency response, contingency and disaster
recovery plans.

Transfer the risk.
This involves another party bearing or sharing so

e part

risk for the
i the overall
sk transfer only
nother so that both

e been reduced or transferred, there may
be residual risks that are retained. Risks can also be
iined by default, e.g. when there is a failure to

fy or appropriately transfer or otherwise treat risks.

Assessing risk treatment options

ptions should be assessed on the basis of the extent of loss
eduction, and the extent of any additional gains or
opportunities created, taking into account the criteria
developed in Clause 4.2.5. A number of options may be
considered and applied either individually or in combination.
Sensitivity analysis (see Clause 4.4.5) is one way of testing
the effectiveness of different options for treating risk.

Selection of the most appropriate option involves balancing
the cost of implementing each option against the benefits
derived from it. In general, the cost of managing risks needs
to be commensurate with the benefits obtained.

Where large changes in risk may be obtained with relatively
low expenditure, such options should be implemented.
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Further options for improvement may be uneconomic and
judgment needs to be exercised as to whether they are
justifiable.

Decisions should take account of the need to consider
carefully rare but severe risks that may warrant risk treatment
actions that are not justifiable on strictly economic grounds.

benefits and opportunities. Often the ancillar
adopting a particular risk treatment
considerable. Similarly, while a particular
effective in reducing the probability of a

Where the cu ive i i isk treatments
exceeds the a
the priority order in Whi ividual ri tments should be
implemented. iori

vhatever reason any or all of the
onsidered important, a case must
additional finances. In all cases |t is

isk treatment strategies may themselves introduce new
isks. These risks need to be identified, assessed, treated
and monitored as part of the iterative process.

If after treatment there is a residual risk, a decision should be
taken about whether to retain this risk or repeat the risk
treatment process.

4.6.4 Preparing and implementing treatment
plans

Plans should document how the chosen options will be
implemented.

Treatment plans should identify responsibilities, schedules,
the expected outcome of treatments, budgeting, performance
measures and the review process to be set in place.
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Plans should also include mechanisms for assessing the
implementation of the options against performance criteria,
individual responsibilities and other objectives, and processes
for monitoring achievement against critical implementation
milestones.

The successful implementation of the risk treatment. plan

methods chosen, assigns responsibilities and
accountabilities for actions, and monitors tF
specified criteria.

4.7 Monitoring and review

Ongoing review i
plan remains re affect.the probability

repeat the risk
integral part of risk

Actual progress against risk treatment plans provide an
impertant performance measure and should be incorporated

he records of such processes are also an important aspect
of good corporate governance.

Decisions concerning the extent and method of recording may
involve costs and benefits and should take into account the
reasons for maintaining documentation.

** END OF DRAFT ***
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