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Operations in the whole energy chain

Leader in district heating in the Nordic areaHeat / Värme

One of the most efficient generation portfolios 
in Europe with 13% Nordic market shareGeneration

Best in class physical and financial 
market operations on the Nordic power market

Portfolio 
Management & 
Trading

Leader in distribution of electricity 
in the Nordic area with 1.6 million customersDistribution

Efficient operation and maintenance services
for energy companiesService

The leading Nordic retailer of electricity with 1.3 
million private and business customersMarkets
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Foothold in Russia

Poland
Heat sales 3.5 TWh
Electricity sales           7 GWh

Baltic countries
Heat sales 1.2 TWh
Distribution cust.    24,000

Russia – existing
TGC-1 (~25% minority stake*)
Power generation ~6 TWh
Heat production ~8 TWh

Russia – acquisition 
TGC-10 (majority)
Power generation      18 TWh
Heat  sales 27 TWh

Nordic countries
Generation              51.1 TWh
Electricity sales       58.5 TWh
Heat sales 20.4 TWh
Distribution cust.     1.6 million
Electricity cust.       1.3 million *Fortum’s share
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Corporate View on Risk Management 
Fortum Risk Management Development

Market Risk 
Management

Corporate Risk 
Management 

Continuous step-wise development of corporate risk management activities

2002 2003 2004 2005 2006

Business Specific Holistic
BU Policies Corporate Financial Risk Policy Corporate Risk Policy

Fragmented Harmonized
Weather-related Commodities    Interest rates

Credit Risk 
Management

De-centralized Centralized
Corporate Credit Unit Corporate Credit Guidelines

Operational 
Risk Mgmt

Ad-Hoc Systematic
Identification      Assessment

Strategic Risk 
Management Separate Process Integrated

2007 2008 2009
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Fortum's risk management reporting structure

Other UnitsPower 
generation

CFOCEO

Board of 
Directors

Heat Distribution Markets

Risk Reporting line

Supporting role

Organizational Units

Fortum
Management
Team

Corporate Risk
Management

BU Risk controllers

Audit Committee

CRO
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Fortum Risk Map

Fortum Risks

Financial Strategic

Operational

Market

Liquidity

CounterpartyFunding
Cashflow

Credit 
Default

Replacement

Supplier

Credit 
Concentration

Fuel
Prices

Interest
Rates

Currency
Rates

Electricity
Prices

Emission 
Allowances

Refinancing

Financing

External 
Events

Extreme 
Temperatures

Storm

Flooding

Equipment 
and Systems

Energy
Taxes

Market 
Regulation

Public 
Policy

Consumer
Behaviour

Political & 
Regulatory

FraudCompetence

Health & 
Safety

Network Failure

People Pricing
models

Legal & 
Compliance

Business

Macro 
Trends

Research & 
Development

Mergers & 
Acquisitions

Data 
Interfaces

Contract

Information 
Security

Grid 
Failure

Fire

Forecasting
Negligence

Code of 
Conduct

Plant 
Failure

Settlement

Processes

Terrorism

War Machinery 
Breakdown

Server 
Breakdown

Sustainability

Insider RulesCompetition 
Law

Market 
Conduct 

Rules
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Fortum Operational Risk Management concept

• The objective of risk management in Fortum is to enable the 
execution of the corporate strategy, support the achievement of 
agreed financial targets and avoid unwanted operational events.

• The operational risk management (ORM) process supports this 
objective by creating a group-common framework for BUs, SUs and 
corporate functions which enable them to;

– Identify and assess operational and strategic risks threatening the units 
ability to reach its targets through self-assessment workshops,

– Manage the risks by creating risk response strategies and action plans to 
absorb, mitigate or transfer the risks in a consistent manner,

– Follow-up operational risk management activities in performance reviews 
and annual business plan reporting.
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Fortum Risk Management Process – 
short history of operational risk management development

Corporate
Risk Policy and

Guidelines

Sub-unit
RiskPolicies, 

Guidelines and 
Steering Documents

Event 
identification

Event 
identification Risk 

Assessment
Risk 

Assessment

Risk 
Response

Risk 
Response

Risk
Control

Risk
Control

Risk
Control

Risk
Control

Reporting

Reporting

GovernanceTargets

ExecuteExecute

A
g
r
e
e

A
g
r
e
e

Performance 
Management 

Process

Performance 
Management 

Process

Strategic 
Planning 
Process

Strategic 
Planning 
Process

Business 
Planning
Process

Business 
Planning
Process

Follow-upFollow-up

Mandates

Risk
Assessment

Risk
Assessment

Fortum Risk Management Process

2005
2006

2007

Follow-up 
(controls and 
reporting) of 
operational 
risk has been 
the focus for 
2008.

Presenter
Presentation Notes
Corporate Risk Management has initiated the establishment of the ORM framework in a step-wise manner;



2005: Identification and assessment workshops held with all BUs. Operational risks reported in business plan 2006-2008.

2006: Group common ORM model for assessing operational risks developed and corporate ORM guidelines created 

2007: ORM scope agreed to also include strategic business risks and all Corporate Units. Focus on risk response by assigning risk ownership and development of action plans.

2008 (planned): Risk control needs to be developed, including follow-up of actions and enhanced reporting of operational and strategic risks in performance reviews and annual business plans.
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Some findings from external benchmarking

During past a couple of years we have benchmarked with many pier companies

– No single accepted model
– Correlation between risk culture and maturity of risk management
– Operational risk is difficult to quantify 
– Operational risk exposure and size of organisation/activities not correlated
– Incentivisation of operational risk management drives risk culture
– No blame culture needed
– Risk reporting integral part of performance management
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Performance reviews
including risk follow-up

Jan

Feb

Mar

Apr

May

June

Sep

Nov

Aug

July

Oct

Annual closing

Annual
reporting

FORTUM
Business 
Planning

Dec

Identification of new business risks 
as part of plan updates (workshops)

Updating
risk assessments

and alignment
of actions for plans

as part business
planning

Guidance from Corporate Strategy
including risk themes

Corporate Risk report
based on BU plans

Performance
review

BU risk report 
as part of business plan 

summaries

Fortum Business Risk Management cycle

Validation of actions
plans and 
status updates
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Quality requirements for Operational Risk Analysis

• Crisp and actionable events 
• Impact and likelihood evaluated against the business plan and objectives
• Clear risk factors - root causes of the event
• Effect clearly documented by looking at both financial and non-financial 

impacts (EHS, Reputation ...)
• Risk owners agreed who ensure effective management actions
• Actions documented in a measurable way 
• Action owners agreed for each of the actions 

If owners and actions cannot be identified, events and underlying factors 
should be broken down to more concrete pieces
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Risk ownership

• Ownership for risks is important to incentives people involved and creates 
accountability

• In order to ensure that mitigating actions are effective we need to have risk 
owners and action owners identified for individual risks. 

"Shared responsibility is nobody's responsibility"

• Risk Owner = Business owner who takes the hit if the event realizes
• Action Owner = is responsible for mitigating the risk factors thru identified 

actions

• This is especially important if a clear business process is missing and roles 
and responsibilities are unclear
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Template for business risk update

• Risk 1
– Comment

• Risk 2
– Comment

• Risk 3
• Risk 4
• Risk 5
• Risk 6
• Risk 7
• Risk 8

– Comment
• Risk 9

– Comment
• Risk 10

– Comment

1

2

3

4

5 6

7 8

9

10

4

3

2

1

LIKELIHOOD

1 2 3 4
IMPACT

appendix
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Improved follow-up and reporting

• Objective of integrating risk follow-up in performance reviews

– to give assurance to management that the risk management is in place
– to show a snap-shot how risks have developed and what has been done
– to give possibility to escalate problems and raise questions on alarming 

issues by risk owners
– to signal to Business Units the tone of the top

• Corporate Risk Management arranges meetings with BU risk controllers to 
ensure progress.
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