n1sFuNUINYlALATINAG
AUUAYUIFIAIUNT

%e

17 dQu1uU 2559

d‘lanagemen.t



- Agenda -

LUINNNISUTUISAINULENET YU (Modern Risk Management)

AUFDAARE¥3: WIN1NNTYTEUINITNITUIUITAIEUTUNSZUIUNSAR A

AULNUTINSU S UAINULEDY

N3N A lATINTATUEYU ST I A AFIUNITUIUITIANITDNANT TRIS




LUINIINITUTUNTAINULEY 9T 13l

[Modern Risk Management])




COSO - ERM Integrated Framework:
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Process for managing risk
(Clause 5)
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LUINIINITUSUSAUFY9EL 131 (MODERN RISK MANAGEMENT)

COSOo - IC COSO — ERM ISO 31000
(2012) (2004) (2009)
Internal

Control Environment Establish the
Environment Objective Context
Setting
Event
Risk Assessment | _fdentification | pick Assessment
Risk Assessment
— Risk Responses
ontro .
Activities Control Treat the Risks
Activities
Information & Information & Communicate &
Communication Communication Consult
Monitoring & . Monitoring &
Activities Monitoring Review
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The Emergence of Modern Risk Management

Foundations of modern risk management

| Economics / finance

|D¢nlslnn making / uncertainty |

Theory + Analytic economics « CAPM » Black-Scholes * Under- * Value of
(Samuelson) (Sharpe) « Arbitrage pricing  investment hedging
= Mean variance theory (Ross) problem (Froot,
(Markowitz) * Binomial options ~ (Mayers, Scharfstein,
= State preference {Cox and Ross) Smith and and Stain)
theory (Arrow) Stulz)
+ Medigliani-Miller
Tools * Business + Monte Carlo « VaR/RAROC  « Stress testing
minicomputer in business » Monte Carlo * RiskMetrics
(PDP-8) = VisiCalc spreadshest » CreditMetrics
add-ins
1940s 1990s and
and 1950 1960s 1970s 1980s e
Theory = Game theory » Decision » Chaos theaory
(Neumann) analysis (Yorke)
» Systems dynamics » MNash * Prospect theory /
(Forrester) equilibrium Cognitive biases
= Bounded rationality (Kahneman and
(Simaon) Tversky)
Tools * Brainstorming » Decision = Scenario » Genetic » Heal options
(Osbaorn) trees (Hunt) planning algorithms/Al « Data mining
= Delphi method - SWOT (Godet) = Information
(RAND) model markets

Sources: Peter Bernstein, Capital ldeas; Philippe Jorion, Value at Risk; Denvatives Quarterly;, McKinsey analysis
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Uses of risk of non financial company

Use only basic risk products

Products used to manage risk
% using products

Insurance
Foreign-exchange derivatives

Interest-rate derivatives

Commeodity derivatives

Structured products
Equity derivatives

Credit derivatives

Use risk tools only modestly

Tools used by risk group Tools used in strategic planning
% using products % using product
Value at risk |45 Scenario analysis | 48
Cash flow at risk |43 Ii}uantrhr risks |35
in any way
Eamings at risk EE Simulation analysis | 26
Source: Deutsche Bank/GARP Corporate CFO survey of 232 CFOs in 39 countries (2005)
GIEH TRIS



The key response is to look forward not backward and be more

proactive than ever before.

Proactive Bisk Management
® Linking risks to strategy

® |dentifying new threats as they emerge

[ ] .
® Considering how new risks could affect preateraaard inyalyement

) . ,
your complex value chain Integrating risk management

® Increasing cross communication

Methodologies

® Better forecasting and

. . .
DOeveloping KRIs to continuously scenario analysis

monitor the company’s risk profile

® Elevating the chief

® Improving data quality Infrastructure ( ]
risk officers |CROs
. (O
anolreponting Techno ® Infusing risk-aware

logy culture

® Baolstering IT

N3N A lATINSATUEYU ST I A AFIUNITUIUITIANITDNANT dms. TRIS 7



Integrated approach to managing risk and return

5. Risk organization and
governance
Are the structures, systems,
controls and infrastructure in
place for you to manage risk
and comply with regulatory
requirements? Is your
governance model robust?

L Risk governance and
S organization realignment

4.

cqrss “"'ia")),

Integrated
risk-return
management
(IRRM)

Risk-related decisions and
managerial processes

Are critical business decisions taken
with a clear view of how they change
your company's risk profile ?

Core service lines in investment/
project risk, financial risk, operational
risk, regulatory risk,

and commercial risk (including
hedging/trading, credit contract
negotiation, pricing, and sourcing)

N3N A lATINSATUEYU ST I A AFIUNITUIUITIANITDNANT
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Insight and risk transparency

Do you have transparency across the
range of risks that will affect your
company’s future performance, and deep
insight into the risks that matter the most?

Corporate
risk diagnostic (CRD)

2. Natural ownership and
risk strategy
Do you understand which risks
your company is competitively
advantaged to own and which you
should seek to transfer or mitigate
in order to meet your strategic
corporate objectives?

Natural
ownership of risk review

o

Risk capacity and appetite

Is your overall risk capacity aligned
with your strategy? Do you have
processes to ensure that you avoid
, being overextended or over-
insured?

CFaR, VaR, capital

structure review

dmq. TRIS



Typical Traditional Risk Universe

o 1w eree | opersios | svaee

m Default

m Disputes

B Sovereign

® Downgrade

m Settlement lag
m Concentration

m Equities

B Concentration
m Liguidity

B Other assets
m Basis

mALM

B Cumrencies

B Reinvestment

B Interest rate
sensitivity

m Underwriting
process

B Basis

m Mortality and
morbidity

m Pricing

B Frequency and
severity

m Policyholder
optionality

m Reserve
development

H Lapse

m Concentration
® Product design
m Longevity

B Economic
environment

m Monetary
controls

® Distribution

m Training

B Financial
reporting

m T systems

B Turnover

m | =gal controls

m Regulatory

m Data capture

dgRa.

m Competition

m Rating
downgrade

m Availability

B Demographic/
social change

m Customer
demands

® Technological

m Negative publicity

m Regulatory/
political capital

TRIS



Traditional and Modern ORM

Measuring high and low risks

TRADITIONAL MODERN
A A
High (3) 3 ' - High (3) . N/A N/A ~== Phantom
Risk
= ==
e e
= [
= =
Low (1) 2 3 Low (1) . . Real Risk
Low (1) Med. (2)  High(3) Low (1) Med.(2)  High(3)
Impact Severity

In your operational risk management framework, which of the
following characterizes the highest level of risk?

p—
e .

© 2008 Towers Perrin

N3N A lATINSATUEYU ST I A AFIUNITUIUITIANITDNANT dA3. TRIS
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Evolution of ORM

Evolution of ORM

> 4

Risk Based Strategic
Decision Making

Modern ORM jle

A
Risk-Reward,
Risk-Control
Dﬁtimizatinn
Economic Re
. gulatory/Other
Value Risk Measurement 4—+ Compliance
-
Risk Assessment*
A
D e={ Traditional ORM

A

Loss Awareness

L 4

Level of Sophistication/Maturity

* Traditional ORM practitioners believe they are conducting “risk assessment,” while they are actually performing “expected loss assessment.”

Source: Adapted from SunLife Financial 2007.

N3N A lATINSATUEYU ST I A AFIUNITUIUITIANITDNANT dA3. TRIS
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Common Failure in Risk Culture

Common failings in risk culture

Insists on a more
strategic dialogue

around risk, but must
rely on intuition

Sees extensive mapping of risks,
but typically has little influence
on decision making

CEO

Lacks knowledge and
common language to
engage in dialogue with
management team on risk

Has narrow and
siloed view of risk;
often focused on

CRO

compliance

Trading

BU

BU BU

Uses sophisticated
Risk-management
tools for short - term
risk

Must assess sirategic
risks, but lack
capabilities and
standard methodologies

N3N A lATINSATUEYU ST I A AFIUNITUIUITIANITDNANT
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©

Environmental Scan and Analysis

Customer Value Analysis
SWOT Analysis/ 5 Force/ PESTEL

Risk Analysis

@

Financial Planning/Business
Model

O,

\2

>

R g

©

7>

Risk Identification / Risk

-

> Risk Appetite
Assessment
Y

Root cause Analysis Corporate
Value Diri T KPIs/KRIs/Early
alue Driver Tree e

warning/Ris

BSC / Strategy Map/ Investment
————————— Tolerance

Risk Correlation Map /

Internal Control Analysis

BB

Corp Risk profile /

1

Unit Risk Analysis

Operational
Risk Profile

RCSA

F : Business Unit Plan
and KPlIs

Loss data report

Review

/

Corporate

Risk Management Monitoring

Performance Monitoring

/ Unit

Risk Management Monitoring

Performance Monitoring

@)
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To achieve effective enterprise

W ————— . . .
m risk management, organizations

l must focus on being proactive,

[ i e %C-D — rather than merely reactive.
Organizations capable of

establishing an integrated

approach to enterprise risk

management can create

shareholder value by driving
Processes: e ) 1§ }

Strategic planning easure St iq 5 y | future quWth and profltabllltl.,],
B Tactical planning

Financial planning
B Management reporting
@ Forecasting

Risk management Outcomes

and differentiating themselves

from competition.

DO

U Refine measurement and modeling of risks to facilitate more complete analysis and evaluation of risk scenarios.

Integrate risk management programs across the organization.
Use risk management as a competitive advantage to drive shareholder value.

U Key decision-making, such as mergers and acquisitions, should involve the risk function.

L Look beyond a compliance mindset and focus on achieving complete arganizational solutions to establish differentiation.
L Establish a risk executive with oversight and visibility across the organization.
L Develop risk awareness across the organizational culture.

L Strive for continuous improvement.

JRELHENT TusAyuITIFAAA6 EIGarEl i &AS. TRIS 18
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Identdy Key Communty Values and )
Organssational Philosophies
Review of Existing Provision
NEEDS ASSESSMENT ——> Infomation Sowces
Operational Phase Determine Needs
Feasibility ¢ (;ﬁw wm
rrojece UM~ S S0 l
LUELNE R Feasibility Results Busiess Abandon Proposal
Requirement o DECISION —> WMFW PROPOSAL
Feasibility Reguirement or Develop New Facility
Feasibility l
Phase L~ £
]‘(_" FEASIBILITY STUDY —* Concept Plan
Need of feasibility Analysis i Financial Viabilty
Risk Assessment ,
® Feasibility analysis is needed to find product feasibility. l
el P = Implement Amend, Postpcne,
B With feasibility analysis the analyst will identify potential threats and DECISION s"" wll’f
opportunities. l
® The opportunities help to prepare more profitable business plan. Management Plan ‘
Design Bref
® Evaluating alternatives to possible threats will minimize risk of failure. Phase o Design Team
- | 1 ) ) . Three Schematic Design
With feasibility analysis the business man can get a broad picture of the T rae
business for which he is proposing the idea. Contract Documentation
PROJECT
® Feasibility analysis help in taking critical decisions like whether to l
Phase e —
continue with the idea or stop. Four Sl il CRNSO MM
® After feasibility analysis the success probability of the proposed idea is l
, Phase > Facilty Operational
very high. Five BN Project Evaluaton '

26
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m > =
Amatyuis ™
Basia Risks
Oeveiop Mose how ety the
Aternative undertying Experts in each
Strategles. uncertainties of the uncertain
interact to variabies
iGentity ail influence
important outcomes Assess the
Sources of on the Project. impact and the
Uncertanty probadiity of
occurrence for
sach uncertain
varatie
The Schedule Tornado Diagram identifies and ranks the key project The probability distribution illustrates the full range of project
risks and is a tool that helps the project team to focus on the most uncertainty and is used to set the project targets at appropriate
important drivers. confidence levels.
“Opportunity Side” “Risk Side”
Schedule Risks - s pos ":‘ s £ & 9% m -~ L -
R PR ‘ —— . Each point on the curve is @ result
sy oo - - ok T « single Monte Carlo trial. The expected
Plar Pad Prepacston Dursoe (w4 | y :‘mﬂw*of‘
Labons Usnerst Detays (Say3) L - b3 trials
Regulatory Darstion (mo ) S IE— l % - ' o f . 2. The slope of the 10/90 range represents
Ceempeting Prosect Ly sonmernt P ——— - the uncertainty, the flatter the curve, the
Stant up & Commusscning Dursnce (wh ) (T —— —— I 7] e mw
Terms of Reference - Duration (wh ) N ———— W] Oppersmainy
Sagulatery Sovtonnment ekt ==§ ha 3. The curve below the expected value
Termn of Refierence - Application Dese L Aga LOwas mwm*
e e S 1% —| % v portion above shows the downside risk.
Weather Delays (days) ' -E as Qe W00 O il
Long Lend Equgmens Detays (mo ) ] 2 ' ! ’ ’ '
Lipecied (ompletine Date - 39-Dec47 CAFEX, Schedule, OFEX, ene.
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Investment

Planning Phase

Investment

Analysis Phase

Investment

Execution Phase

Investment
Audit Phase

] Assess strategic fit with
corporate direction and
identify competitive
edge

J Assess other strategic
alternatives

J Assess key risks

D Conduct financial
assessment

d Prepare Investment
Planning Proposal

J conduct qualitative
assessment of the
industry and
competitive position of
the proposed
investment

J Forecast cash flows

] Estimate required return
M| Compute Terminal Value
M| Compute NPV

M| Analyze risk

1 structure deal (for M&A
and JV)

J Formulate execution
plan

M| Prepare Capital Request
Proposal

N3N A lATINSATUEYU ST I A AFIUNITUIUITIANITDNANT

J Finalize all related
contracts and required
studies

] Execute investment as
planned

J Track progress against
plan

] Monitor and mitigate
risks during execution

J Update economic value
of investment and
submit the Execution
Monitoring Report to
management every
March and September
and whenever CPC
requests

dmq.

3
3

a

Audit the investment
execution performance

Audit post-execute
investment performance
in term of wealth
creation

Identify key learning
areas to refine
investment analysis
approach

Report investment audit
outputs to management
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HR Policy
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Compensation Performance

and Benefits Management

Training and

Development

Career

Management
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