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1.  PRINCIPLES OF RISK MANAGEMENT 

1.1 Concept of the Risk Management 

The Risk Management (RM) of New Airline Ltd. is a task of the Executive Management and 

is monitored by the Board of Directors, forming an enterprise-wide strategic framework. It is 

designed to identify potential events that could have a substantial negative impact on the 

company. Its aim is to control risks and to ensure an adequate level of certainty in relation to 

the achievement of corporate goals. With the early identification of risks associated with the 

scope of the different departments, corporate safety should be increased. The RM of New 

Airline Ltd. is embedded into the existing management processes of the company and should 

not be a parallel organization in itself. 

 

1.2 Purpose of the Risk Management 

The main objective of the Risk Management is to provide the Board of Directors (BoD) and 

the Executive Management (EM) with a complete and continuously updated corporate risk 

overview. Based on this, the most important risks can then be systematically processed 

according to their potential and be mitigated as far as possible. The main objectives include: 

 Coordination of strategy, Risk Management and internal controls  

 Optimization of decisions in response to risks 

 Improvement of the reliability of forecasts 

 Identification and control of enterprise-wide risks 

 Improvement of risk awareness throughout the company 

 Standardization of procedures and the Risk Management language at the corporate 

level 

 Annual preparation of a Top Risks List, which is then applied across corresponding 

departments 

 Provision of adequate insurance coverage 

 Ensuring that the internal control system (ICS) is continuously implemented and 

optimized as far as possible. 

 



 

1.3 Strategy of the Risk Management 

Risk factors that may impact the ability of the company to reach its strategic objectives are 

detected and analyzed. The Board and Executive Management of New Airline Ltd. are 

convinced that risks are always associated with opportunities. Calculated risk-taking is 

essential for the growth of our company. Each employee should be aware of the strategic 

direction of New Airline Ltd. and work to achieve these goals by taking reasonable steps, 

outlined below, in order to effectively manage risks and opportunities. 

The strategy of New Airline Ltd.  is based on the following vision: 

1) Take advantage of the growth opportunities in Switzerland through well-chosen market 

segments and service solutions 

2) Market leadership in the aviation sector in Switzerland with the label Swiss Made 

3) Expansion of transportation services by offering state of the art transportation services 

in a global network 

 

1.4 Annual Briefings 

The Board of Directors has to discuss the risk environment and the related risk exposure of 

New Airline Ltd. with the Executive Management at least once per annum. The findings are 

included in the risks list and measures. Ways to address and mitigate them are presented. 

 

1.5 Risk Management Organization 

At New Airline Ltd., the Board of Directors has the overall responsibility for Risk 

Management. The board may seek advice from an advisory board, if such is established and 

needed. In line with the law, and based on company regulations, the Board delegates the 

implementation of Risk Management to the Executive Management. The EM is assisted by 

the Risk Manager. He/ she carries out activities on behalf of the EM and reports to them. In 

the case of urgent risks or if there is a concern that these risks are not adequately perceived 

and / or covered, the Risk Manager can directly communicate with the Chairman of the 

Board. 

  



 

 

 

 

 

 

 

 

 

1.6 Roles and Responsibilities 

Board of Directors (BoD)  

 Definition of the risk management organization 

 Defining the risk management processes 

 Defining the risk management policy and the adoption of the policy 

 Ensuring the effective implementation of the risk management organization, risk 

management policy and risk management processes 

 Taking overall responsibility for Risk Management 

Executive Management (EM) 

 Management of all risk factors within the strategic, operational and financial framework 

to mitigate and to reduce risks  

 Provide timely and accurate information about the risks that the company faces, as well 

as steps taken to ensure their effectiveness 

 Responsible for the implementation and coordination of the Risk Management 

 Coordination of information flow and documentation relating to the Risk Management 

 Conduct sampling to ensure that all risks are identified, analyzed and, if necessary, a 

single risk assessment is carried out and appropriate risk-mitigating measures are 

defined 
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Risk Manager 

 Preparation of annual risk analysis (as part of the annual SWOT analysis) for 

submission to EM and BoD 

 Preparation of the definition of risk-mitigating measures for submission to EM and 

BoD, as well as monitoring the implementation of the risk-mitigating measures 

 Quarterly reporting to the EM on the development of key risks and the level of risk-

mitigating measures (risk radar as part of the quarterly reporting) 

 Annual report on Risk Management to the BoD 

 Coordination of the risk management function with measures of the ICS 

 Ongoing identification, definition of proposed measures and reporting of significant 

changes in the risk environment 

 Preparation of the annual insurance overview 

 Ensuring that all employees are also questioned about new or worsened risks in 

connection with the annual staff performance review 

Risk Management is the responsibility of everyone in the company, including management 

and employees, and is therefore explicitly or implicitly part of the job description of every 

member of the company. In order to allow a proper application of that responsibility by all 

employees, the relevant risk management information will be published with access for all 

employees through the intranet. 

 



 

2.  RISK MANAGEMENT PROCESS 

 2.1 Process Phases 

The overall process of risk identification, risk assessment, risk measures, risk re-allocation 

and reporting in the strategic environment should be carried out annually. In the case of 

unforeseen and extraordinary events, these processes can occur more frequently. 

Six Phases of the Risk Management Process: 

Phase 0: Preparation 

Phase 1: Risk Identification 

Phase 2: Risk Assessment 

Phase 3: Risk Measures 

Phase 4: Risk Re-allocation 

Phase 5: Reporting 

 

2.2 Overview of the Process 
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The RM process is standardized across the whole company. The Executive Management 

undertakes all the necessary efforts to raise the awareness of Risk Management amongst 

employees on every level. 

 

3.  RISK MANAGEMENT GUIDELINES 

3.1 Phase 0: Preparation 

 

The preparation phase is a long-term process and is not performed on an annual basis. It takes 

place over a longer period of time, and is modified and amended with changes in strategy, in 

cases of extraordinary events or when new information becomes available. This phase 

includes the following tasks 

 Set up of the Risk Management Organization 

 Establishment of Risk Management Processes 

 Establishment of the Risk Management Policy  

 Set up of Risk Management Guidelines 

Milestone 0: Set up of the Risk Management Organization, approve the Risk Management 

Policy, implement Risk Management Processes and adopt the Risk Management Guidelines. 

As a result, the Risk Policy is adopted or revised by the Board of Directors. 

 

3.2 Phase 1: Risk Identification 

In this phase, all risks that confront New Airline Ltd. are identified. A risk is an incident or 

event that arises from either internal or external sources and could have an impact on the 

implementation of a strategy or the achievement of objectives. Risks can have either positive 

or negative effects; however, the focus of risk management activities at New Airline Ltd. is on 

negative events. At this stage, the Executive Management identifies and monitors all potential 

events, even if these events have a low probability of occurrence. This is especially relevant if 

the potential impact on the achievement of important objectives is high. 
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In order to capture all relevant risks, not just the BoD and EM members are interviewed by 

the Risk Manager. All the employees of New Airline Ltd. have to be questioned about 

possible risks, using a standardized questionnaire. Subsequently, this survey can be conducted 

in conjunction with the annual employee performance review. 

Milestone 1: After the implementation of the risk management process all employees, as part 

of their annual employee performance review, are interviewed about possible new or 

worsened risks. 

 

3.3 Phase 2: Risk Assessment 

3.3.1 Step 1: Risk Consolidation and Classification  

All identified risks are first consolidated by an interdisciplinary team composed by the EM, 

and under the direction of the Risk Manager. Similar risks will be clustered and risks without 

a relevant damage potential will be deleted. The risks are classified into the following three 

categories: strategic risks, operational risks and financial risks. 

 

Strategic risks: all risks that endanger the existence or continuation of the company or which 

may cause the company to go into liquidation/insolvency are classified as strategic risks. In 

general, these risks relate to the long-term success and viability of the company. These 

include: 

 Risks which arise from disasters or force majeure situations including service 

disruptions caused by natural disasters, uncertainties, service liabilities, etc.  

 Environmental risks: Strong competitors negatively affecting the business. Incorrect, 

untimely or unavailable information about competitors/rivals and their products could 

have an adverse impact on the business. 

 Management risks: In addition to having an appropriate organization, management 

style is one of the crucial preconditions for the success or failure of a company. Lack 

of leadership (unclear instructions, unclear responsibilities) may represent a risk to a 

company, such as overdependence on leading executives.  

 Risks related to stakeholders: Ensure that the company is focused on the needs and 

aspirations of all stakeholders, including shareholders and business partners, 

authorities, suppliers and society in general. 

 



 

Operational risks: Operational risks are those risks that threaten strategic goals due to 

inappropriate or lack of internal processes, people or systems. In general, these risks are short 

or medium-term risks and include the following: 

 Process risks: Risks that relate to the customer value proposition process in the 

company.  

 Operational risks: Risks that arise in the daily operation, such as insufficient resources, 

quality problems, illness, accidents, miscalculations, maintenance deficiencies, etc. 

 Credit risks: Risks associated with the failure of important equipment for operations 

such as failure of the necessary IT infrastructure, etc. 

 People and cultural risks: Risks that arise as a result of years of corporate culture 

development and the people that live and work in this culture. There are several 

categories of such risks, and they may take the form of resources, know-how and 

skills, motivation, integrity, compensation, performance, relationship with trade 

unions and legal problems.  

 Legal risks: Potential for losses arising from the uncertainty of future regulations or 

legal processes, such as outcomes of litigation, bankruptcy, etc.  

 

Financial risks: Risks that have purely financial implications for the company (short or long 

term) fall in this category, for example: 

 Market risks: The possibility of losses arising from adverse changes in market prices 

and rates, including commodity prices, interest rates and exchange rates. 

 Liquidity and credit risks: Liquidity risk describes a situation in which one party is not 

able to meet liabilities and debt obligations at a certain point in time. This may affect 

collection, management of liquid assets, hedging and financing. 

 Taxes, regulations and accounting: The accounts are subject to a thorough examination 

and may be subject to substantial risks in light of existing lawsuits and legal measures. 

 Capital structure: The company does not have sufficient/optimal capital, resulting in 

higher capital costs, lower profitability and a reduction in cash flow and liquidity. 



 

3.3.2 Step 2: Risk Prioritization 

A workshop should be organized in order to prioritize risks in the master risks list. Members 

of Executive Management from selected departments and an external advisor all take part in 

this workshop. The idea is to encourage an open dialogue about risks. 

All identified risks are analyzed based on a risk priority number (RPN), which is based on two 

criteria and a weighting on a scale of 1-5. The criteria are defined as: 

• The impact or severity of the event (effect of risk in financial terms) 

• Probability of occurrence (frequency with which these risks occur) 

The risk priority number (RPN) is obtained with the multiplication of the two risk factors. The 

lowest RPN is therefore 1 and the highest 25. Part of the risk assessment is also to determine 

whether a risk has a relevant lead time. This is considered as a surprise factor which is 

accounted for with the risk factor of -1. The prioritization is made in the master risk list based 

on the determined RPN. 

The master risk list should be treated as confidential by all employees. However, it may be 

required to present it to insurance brokers and insurance experts in connection with the annual 

insurance verification. The matrix to determine the RPN is shown graphically below. 

Disaster >50M CHF 5 10 15 20 25

Critical >5 < 50M CHF 4 8 12 16 20

Moderate >0,5 < 5M CHF 3 6 9 12 15

Low 
>0,05 < 0,5M 
CHF 

2 4 6 8 10 

Insignificant < 0,05M CHF 1 2 3 4 5

  Criteria 
< 1 per 100 
years 

> 1 per 
100 years
< 1 per 10 
years 

> 1 per 10 
years 
< 1 per 1 
year 

>1 per year 
<1 per month 

> 1 per 
month 

Severity  
  

Practically 
impossible 

Unlikely Possible Occasional Often 
Probability 

Zone 1   Risk is not acceptable, immediate measures for risk mitigation required 

Zone 3   Tolerable risk, evaluate measures for risk mitigation 

Zone 4   Acceptable risk, no measures required 

 



 

Potential risks of more than 10 RPN, according to the risk assessment, are the main risks (Top 

Risks) of New Airline Ltd. These risks have top priority for the following reasons: 

 To keep the directed attention on the selected issues  

 To allocate the available resources, human capital and finances efficiently. 

 To assign risk owner(s) to each top risk  

 

Milestone 2: Identification, development and mapping of the most important risks (Top 

Risks). 

 

3.4 Phase 3: Risk Measures 

The measures for each of the key risks (Top Risks) are defined in a so-called individual risk 

assessment. The analysis includes: 

 The complete scenario of the risk occurrence 

 Drivers of the risk 

 The connection of this risk to other risks 

 Quantification of risk (intelligent estimate) 

 Identification of the “need for action” and definition of the necessary risk-mitigating 

measures 

The detailed analysis must then be discussed with the Executive Management. Each risk is 

monitored by the Risk Manager along the following points: 

 Clear and achievable goals and benchmarks  

 Detailed planning process, including clear deadlines, important milestones and cost-

benefit analysis 

 Definition of Key Performance Indicators (KPIs) or Standards  

 A clearly defined methodology 

 Clear allocation of resources 

Milestone 3: The measures for handling risks are defined, the action plan is prepared and 

persons responsible for each of the top most important risks are appointed. 

 



 

3.5 Phase 4: Risk Re-Mapping 

The action plan for responding to a particular risk is set in a specific, corresponding project. 

The risk mapping should be updated in the second quarter of each year, along with trends in 

the risks in the Top Risks List and the effectiveness of responses to these risks. The re-

mapping is important for the following reasons: 

 To keep the development of risk scenarios in mind 

 The review of the effectiveness of measures for handling risks  

 To control the risk management process 

To ensure an accurate and complete understanding of all the potential risks, periodic surveys 

of all employees are conducted (as part of the annual performance review) to obtain their risk 

assessment. Where possible, the risk re-mapping should be made by a multidisciplinary team. 

Milestone 4: The individual risk assessments are continually processed by the respective risk 

owners in coordination with the Risk Manager. 

 

3.6 Phase 5: Reporting 

The reporting is prepared by the Risk Manager and the monitoring of the risk management 

process is documented as follows: 

 Quarterly reporting to the EM concerning the major risks  

 Annual reporting of all risks according to the master risk list and the activities of the 

Risk Manager to the BoD 

 Annual update of all documents relating to the Risk Management 

In order to be able to update the Risk Management and reporting to the latest development 

standards, the Risk Manager should attend relevant training in consultation with the EM. 

Milestone 5: Regular updates and reports on the follow up process, the effectiveness of risk 

responses and proposals for the next cycle. 

 

4. Final Provisions 

4.1 Entry into Force 

With the resolution of the Board, this risk policy will be active with immediate effect and 

replaces all previous provisions for risk management within New Airline Ltd.. 

 



 

4.2 Changes and Amendments 

This risk policy has to be reviewed at least every four years and has to be amended if 

necessary. 

 

********* 

Zürich, 1. April 2013 

 

Chairman of the Board of Directors: Board secretary: 

 

 

 

______________________________ ______________________________ 

 


