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Key Issues

 How has the risk decision evolved/devolved through decades of business
and technology transformation?

« What trends are driving greater clustered and systemic risk?

« What is the upside of more advanced, unified supply chain risk strategies
and technologies?
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Is risk management keeping pace with business change?
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Increasing uncertainty along the supply chain
More Frequent and Relevant
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Increasing exposure to uncertainty along the supply chain
Magnitude and duration
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Competing Initiatives
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Barriers

Visibility
— Traceability and motivation to look at risk presented beyond first tier

Complexity
— Understand and monitor extended SC network design

Accountability for risk activities
— Ownership beyond functional & asset silos

Ownership of the consequences
— Willingness and inability of suppliers to “engage and conform”

Justification
— Business case, metrics, supporting analytics and decision modeling

Insurability
— Deployment of transfer solutions to address unforeseen risk

Relevance
— Are risks applicable and solutions germane to the organization
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How Accurate are the Professionals at Modelling Risk?
Modelled vs. Actual

-
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Expectations
What's Your Business Partner’s Capable of?
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Clusters
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Concentration Exposure
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Clusters & Complexity
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Flows should not be decoupled
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Upside Opportunities

 Link/measure to shareholder value (quantifiable)
* Root cause systemic effect modeling
 Efficiency/leaning/optimization opportunities (quantifiable)

» Decision modeling (at time of event...supported by business intelligence
and analytics)

 Indexing — impact, compliance, threat environment

* Integration opportunities - change management

« Behavioral analysis

« Stress testing (war-gaming and detailed interdependent scenarios)

« Early warning systems, key performance metrics, volatility thresholds
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Upside

e A “Market”

— Set of actual or potential customers

— For a given set of products and services

— Who have a common set of needs or wants

— Who reference one another when making a buying decision

» Value of transparency and data
 Value of taxonomy
» Improved efficiency — risk transformation

o Opportunity for reduction in underwriting costs
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Successful practices

O Business aligned, business justified risk management activities

O Visibility and profiling of extended/horizontal supply chain (for given
value streams)

O Impacts measure (quantified and qualified) along the chain

1 Near real-time event monitoring of key nodes, integration with crisis
management program

1 Measured/efficient allocation of risk portfolio of solutions
O Validated (tested, audited, etc.)

O Integrated, modeled with other risk programs (ERM, ER, DR, CM)
O Accountability

MARSH RISK CONSULTING

18



—

Successful/unsuccessful Practices

Unsuccessful Practices

« Traditional “asset-based” or functional continuity strategy

» Threat “guessing” versus impact “quantification” strategy

« Transfer strategy that is limited to asset/property related events
e Not leveraging common risk systems & processes

« Assuming or thinking it's someone else’s responsibility (passive)
 Trying to “bite-off” too much or not leveraging
e Trust but don’t verify

e ...afew more????
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Thought Leadership

From a Global Network of Exceptional People Working Together

Case Study
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This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are intended solely for the entity identified as the
recipient herein (“you”). This document contains proprietary, confidential information of Marsh and may not be shared with any third party, including other insurance
producers, without Marsh’s prior written consent. Any statements concerning actuarial, tax, accounting, or legal matters are based solely on our experience as insurance
brokers and risk consultants and are not to be relied upon as actuarial, accounting, tax, or legal advice, for which you should consult your own professional advisors. Any
modeling, analytics, or projections are subject to inherent uncertainty, and the Marsh Analysis could be materially affected if any underlying assumptions, conditions,
information, or factors are inaccurate or incomplete or should change. The information contained herein is based on sources we believe reliable, but we make no
representation or warranty as to its accuracy. Except as may be set forth in an agreement between you and Marsh, Marsh shall have no obligation to update the Marsh
Analysis and shall have no liability to you or any other party with regard to the Marsh Analysis or to any services provided by a third party to you or Marsh. Marsh makes no
representation or warranty concerning the application of policy wordings or the financial condition or solvency of insurers or reinsures. Marsh makes no assurances
regarding the availability, cost, or terms of insurance coverage.
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