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What prompted this session

i Alex Sidorenko = You
Head of operaticonal investment nsk and insurance

Can risk quantification save and make money for the company?
#riskmanagement #riskanalysis

Can risk quantification save and make money for the
company?
You can see how people vote, Learn more

It should

Indirectly

Already made a lot

Making money is not the goal

212 votes - Poll closed
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Head of operational. investment nsk and insurance

i Alex Sidorenko - You
i‘l 23k« @

If you could, how would you make your company money from risk
management? #Friskmanagement

You can see how people vote, Learn more

Save on insurance @
Reduce credit risk exposure
Hedge market risks

Improve investment decisions

136 votes = &d left = Undo

If you could, how would you make your company money
from risk management?

10%

7%

10%

74%

H#RAW?2022| 2



Make the most of RAW2022

* Ask questions and comment below the video, need to login
separately using social media or email

* Upvote workshops that you liked, so that other participants can
replay them first

A.exSidorn.«, * Screenshot and post to social media, use #RAW2022
* Contact speakers directly if you need
* Some speakers made slides and models available
* Forward replay links to your coworkers
* Replays are available forever

* CPD certificates will be sent to paid participants next week
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What is risk?
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Events that have frequency and impact
Set of discrete scenarios
Volatility of assumptions

It is very important to describe the risk as
specifically as possible, the causes and the
consequence scenarios, who is affected



Separating wishful thinking from value

* Risk reporting is necessary, but not the end game. Remember, risk reporting is not even
compliant with regulatory requirements, because the intent behind the regulations is
decision making, not just reporting

 Unless risk information leads to decisions, value is not evident

 End game is using outputs from risk analysis to make decisions:

* Disclosure

* Budgeting

* Investment

* Saving money

* Making money
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Future trends in risk analysis

A. BASIC — stochastic risk registers, loss exceedance curves (EL, UL,
tail), prioritization

B. STANDARDISED - stochastic bow-ties, mitigation decision, cost
optimization

C. ADVANCED —tailor made models for specific more complex

decisions (investment, insurance, procurement, maintenance, etc.),
big performance enhancements starts here
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BASIC: EL, UL and tails

~ARCHER search 0 $ Stijn Vanden Bossche |

Strategy Quick Risk Bowtie Risk Incidents Opportunities Project Risk

Financial Exposure

Histogram M ¥ Unmanaged Potential U Export to ..

Extremely

Entity Very High g Catastrophic Aggregated Financial Impact (USD)

Bradford Medical Devices 12.8% 0.1% 0% Menaged Ml Unmanagec
Bradford Control Systems 0% 0% 0% 1.0
Bradford Financial Services 0% 0% 0%
Bradford Web Services 0% 0% 0%
MetGrid 0% 0% 0% 0.9
SafeMet 0% 0% 0%
ublicMet 0% 0% 0%
Beginner Inc 0.8% 0% 0% I o8
ESG Inc 0% 0% 0%
Reduce Global Carbon Emissions 0% 0% 0%
Purchase Forest In Norway 0% 0% 0% L 0.7
learus Airlines 0% 0% 0%
Muddy Field Qil and Gas 0% 0% 0%
Safe Hands Insurance 0% 0% 0% L e
Pinnacle Construction NV 0% 0% 0% :
Toc Toc Rail Transport, Inc 19.8% 0% 0%
Swede Tech 0% 0% 0%
Cybersecurity Risk 0% 0% 0% -0
- 0.4
-0
0.2
-
T T 0
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0.2B 0.4B 0.6B 0 1.2B 1.4B 2.0B
Showing simulation results from: 10/5/2022 11:21:03 PM. Next simulation scheduled for: 10/6/2022 11:21:03 PM

o ARCHER™  version 2.10




BASIC: prioritizing risks the better way

~ ARCHER Search 0 $ Stijn Vanden Bossche

Strategy Quick Risk Bowtie Risk Incidents Opportunities Project Risk

Financial Exposure
Temado b 30 A IQ' Export to ..

Extremely

Entity Very High High Catastrophic Sengltlvmy Ar‘\la|y8|5
Bradford Industries 0% 0% 0%
Bradford Medical Devices 12.8% 0.1% 0%
Bradford Control Systems 0% 0% 0%
Bradford Financial Services 0% 0% 0%
Bradford Web Services 0% 0% 0% Brexit requires pullout from UK

NetGrid 0% 0% 0%

SafeMNet 0% 0% 0%

R49-Construction phasing with NNMNN (For planning)

Disposal of diseased Horse

ublicNet 0% 0% 0% Moise from traffic lorries coming and leaving site

ESG Inc 0% 0% 0%
| Reduce Global Carbon Emissions 0% 0% 0% Theft of aluminum cail
| Purchase Forest In Morway 0% 0% 0%

lcarus Airlines 0% 0% 0% Knowledge transfer lost with personnel churn

Muddy Field Qil and Gas 0% 0% 0%

Safe Hands Insurance 0% 0% 0%

Supply chain interruption

Pinnacle Construction NV 0% 0% 0% R72-Utilities bridge - Stakeholders
Toc Toc Rail Transpart, Inc 19.8% 0% 0%
Swede Tech 0% 0% 0% Hrn e

Cybersecurity Risk 0% 0% 0%

[GEMERAL) - Financial Statement misstatement

Tape to make joint

P on digital image
Electro Bourse in liquidation
Water damage caused by leaking rain water pipe
R47T - Construction phasing with NNMNN
R58-5ewer Diversion - Design change

137-Laydown Area- NNMNN network upgrade works

ad Widening - Stakeholder NNNN Appr

132-Deephams Farm Road - Existing Services

| ) 0.25M 0.30M 0.75M 1.00M 1.25M 1.50M 1.75M 2.00M 2.25N 2.50M 2.75N
Showing simulation results from: 10/3/2022 11:21:03 PM. Next simulation scheduled for: 10/6/2022 11:21:03 PN

rowiis ARCHER™  version 3.10




B. STANDARDISED

N
O— @ A\ - & * Get better clarity on most
o S e WEsk e o) v significant risks, engage risk
_w o owners and stakeholders
o © * Improve risk estimates
o 1  Test control effectiveness
O 5 * Optimize mitigation
’ TRs— - ) decisions
- — — — T * Further prioritize
o nonfinancial risks and
E ' vl generate a more accurate
- - —® heatmap that makes sense

* Generate targeted risk
mitigation actions
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STANDARDISED: Which entities are really impacted

2 ARCHERINSIGHT e t Stijn Vanden Bossche

Analytics Strategy Quick Risk Bowtie Risk Incidents Opportunities # My ltems QRA ‘ Project Risk ‘ Reports Settings

Consequence Breakdown by: Entity

Top Level > Bradford Industries
Muddy Field Oil and Gas Icarus Airlines Bradford Web Services
Icarus Airlines NetGrid

PublicNet
Bradford Control Systems Bradford Medical Devices Bradford Financial...

Bradford Control Systems Bradford Medical Devices Bradford Financial
Services

Toc Toc Rail Transport, Inc
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C. ADVANCED
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Uninsured loss exc

100%

Probability of exceedance

50 32,000,000 34,000,000 36,000,000

Projected loss amount

Company uninsured loss profile

Metric Aggregate loss
5% 576,617
50% $513,880
95% 31,732,081

Company vs Industry

=
Largo

Ok

Company loss events vs Industry

Metric

5%

50%

95%

400K

Loss amount

Company
59,810
$32,728

$430,000

Industry
58,306
$67,746

3548799

Improving risk
estimates

Testing control
effectiveness

Optimizing mitigation
decisions

Suitable for more
complex decisions
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Determine fair price, shortlist brokers, prepare submission

Fair cost of insurance

Fair cost of insurance vs. Deductible

$800,000

$600,000

$400,000

Fair cost of insurance

$200,000

£
il

Fair cost of Insurance

$50,000

Policy offer loss comparisson

5100,000 5150000

Deductible
50

$10,000
$50,000

$100,000

Policy offer statistical comparisson

F-I:rl r":rl
h. U U

F-Erl r":rl
h. I UL

Deductible

5300,000

5350,000

5400000 5450,000 5500,000

Fair cost of insurance

729,804

3646,817

318,254

$148,598

#RAW?2022| 12



Compare policies

Fair cost of insurance Policy offer loss comparisson Policy offer statistical comparisson

— . Policy D

Cargo — - RS

— Policy A

50 $200K $400K $600K $800K $1M 51.2M 51.4M 51.6M 51.8M

Loss amount

Detailed comparisson

Lo 25% 0% 75% 95% P(Total claimed > Premium) P(A loss > Deductible)
Raw $75,020 $279,720 £519,260 $873.371 $1.732.183
losses
Policy A $75,020 $199,625 $300,000 $413,341 $599,867 1% 38%
Policy B $30,000 590,000 £120,000 $169,017 $239,524 1% T7%
Policy C $75,020 $279,720 £517.422 $796,605 $1,290,345 3% 5%
Policy D $75,020 $199,625 $300,000 5413,341 $599,867 1% 38%

#RAW2022| 13



~ARCHER search 0 3 Alexey Sidorenko

Quick Risk Bowtie Risk Incidents Opportunities Project Risk

Entity: Bradford Industries Cargo i % @ E_f". @ 'S i:i

= et eIl == D o o S D limir ~Ffar o ot~ - Lo
ry air cost of Insurance Policy offer loss comparisson Policy offer statistical comparissor
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Policy D

UIninsured loss exceedance curve Company vs Industry
Palicy C

| nine

S Policy A
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2 60%
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— Cargo
~ 50 $200k L2400k L2800k $800kK 104 51.2N 51.4h 51.60 51.8N
2 4
= Loss amount
s L Company
o
S oy
(' - — .
Detailed COmMpPansson

50 §2,000000  $4000000  $6,000,000 OK 200K 400K 600K i _ i}
Raw $75,020 $279,720 $519,260 5673,371 $1,732,183
F'"D_.':“C'_E:i 055 amount Loss amount ngSes

Policy A $75,020 $199.625 $300.,000 5413,341 $599.867 1% 38%

Company uninsured loss profile Company loss events vs Industry

Policy B $30,000 590,000 $120,000 5169017 $239,524 1% T7%

Metric Aggregate loss Metric Company Industry
Policy C $75,020 §279,720 §517.422 5796,605 $1,290,345 3% 5%

617 5% 35,810 58,306

[y

5% 57

Policy D $75,020 $199,625 $300,000 3413,341 $599,867 1% 38%
880 50% $32.728 67,746

0% 351

R

95% 31,732,081 95% 5817421 5548,799
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