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Agenda - WC 2010 — Risks Exposures for Busines

=  Approach

= WC 2010 Match Schedule — Host City implications
= People on the Move

= Risk Inventory

= Risk Scenario’s

= Risk “models”

= S0 what?

= Questions
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Approach — Risks Exposures for Business

= Optimist or Pessimist?
= Risk managers are still struggling with “known unknowns”
= How to address sudden and severe disruptions?

=  Who included the Iceland volcano in their logistics threats last
year?

= Event disruption is now a reality, even if the teams cannot get
to SA?

= Visitor numbers could drop substantially — hospitality ROI?
= What does well prepared really mean?

= Unprepared could mean not considering sufficient risk
scenario’s,

= So what do you see...
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The importance of risk perception - what do
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The importance of risk perception - what do ya
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What do you perceive?




Pressure on
cash flow

Short and long-
term goals and
objectives

Difficulty in
accurate
forecasting

Balance sheet
exposure

Centralisation of
decision making
and operations

Less margin
for error




WC 2010 Match Schedule — Host City
1 implications (assuming full
attendance)
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Match Schedule — Risks Exposures for Business =

9 Host Cities
11 to 26 June — 5 or 6 matches each, +- every 3" day
Expect high levels of congestion

Areas of greatest business disruption are expected to be around the venues
and airports — logistical / sourcing and stock holding issues for businesses

Pyrotechnics / fire risks “en route” — winning celebrations are more severe!

27 June to 7 July — 2 matches at each venue, lower logistics impact, but
higher concentration risks?

Fan parks - potentially less organised ito crowds?

Risk analysis per venue — what do we need to know about the “country risk”
and associated perils, per match? Corporate entertainment could have
liability exposures for injury to clients.

What are the adjacency / proximity risks? MRC Risk Inventory is a start...

What commitments have been made to clients and stakeholders?
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People on the Move




People on the Move — Risks Exposures for Busines

= Each team plays each match in a different Host City — thus at least
50 000 fans could be moving in and out of the Host Cities twice a
week

= Context?
= ZCC / Moria involves over 1 million people travelling
= Argus Cycle and Comrades have over 100 000 travellers

= Road accidents — corporate and 3" party exposure to clients in
corporate transport?

= Failure of transport — fan anger, accommodation resources, etc
= Disease / contagion — many new viruses — “fear of flying / buses” ?

= Food poisoning, travelers diarrhea, flu epidemic

I :



MRC Risk Inventory="
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Business Risk Inventorys-

EXTERNAL RISKS

= Capital availability

= Competitor

= Economy

= Financial markets

= |ndustry

= Legal
= Natural hazard/catastrophe

= Regulatory
= Sovereign/political
= Technological /innovation

INTERNAL RISKS

Strategic

Operatienal Eimancial

Business model
Business portfolio

Delivery channels

Organisation
structure

Planning
Product life cycle
Resource allocation

Social responsibility

Alignment

Business interruption
Capacity

Change response
Compliance

Managemenit
Infermation

Accounting information
Budgeting & forecasting
Completeness/accuracy
Investment evaluation

Pension fund
Regulatory reporting
Relevance

Taxation

= | eadership

Process Collateral

= Physical security
= Product/service
Development

Efficiency
Environmental

Commodities

Concentration

Knowledge
Management
Measurement
Partnering

= Transaction

= Product/service pricing Processing
= Relationship
Management

Human Capital Integrity Technology. Equity
Financial instruments
Accountability

Change readiness

Conflict of interest Access

Foreign exchange

Ethical decision- Interest rate

making
lllegal acts
Management fraud

Competencies/skills
Empowerment
Hiring/retention

e-commerce
Infrastructure

Modeling
Reliability

Opportunity cost
Performance Incentives
Succession planning

Training/development

= Unauthorised acts

INDUSTRY-SPECIFIC RISKS

Developed in conjunction with MMC industry specialists and the client.




Risk Inventory — Risks Exposures for Business =

= Have the risk registers been updated?

= |s that good enough — what are the consequential
scenario’s?

= \What are the resilience tests?

= Can risk controls be assumed to be in place with a
disrupted workforce?

= Hazard risks —rain / flood, fire, wind, lightning
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1 Risk Scenario’s




Risk Scenario’s (1) — Risks Exposures for Business

= Airport disruption — locally needed critical equipment?

= Areas around venues — logistics ; stock levels; public disorder

= Disease / contagion — hospital facilities overwhelmed; staff impact
= Terrorism — impact on staff and clients; venue threat analyses

= Services disruption (water, sewerage, electricity) — productivity?

= Long tail exposures — liability claims; corporate packages?

= Vandalism — property / Bl impact

= The smaller the business, the larger the possible impact

= Financial effects of unsold stock
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Risk Scenario’s (2) — Risks Exposures for Business

= BA strike; Iceland volcano...

=  SArelated Nat Cat’s — major storms, lightning (crowd & traffic
effects)

=  SA strikes; absence & leave — capacity scenario’s for reduced
trading and production ?

= Brand association with ambush marketing / legal claims
= |T risks — internet based fraud, viruses

= Foreign disruptions with local impacts........ how to see around
corners?

= Local disruption with foreign reaction — athlete death and team
withdrawal
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Risk “models”

B 1Shifting paradigms in risk
evaluation




Risk Models — Porter’'s 5 Forces - -

Consider “Impact” / “Exposure to” in context of the Forces:
— The threat of substitute products or services
— The threat of entry of new competitors
— The intensity of competitive rivalry
— The bargaining power of customers
— The bargaining power of suppliers

= What are the “Forces” in the insurance industry

= How much does the organisation know about their business wide
exposures?

= What is the resilience of revenue and market share under adverse
conditions?
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Risk Models — Gladwell's Tipping Point

The Law of the Few -are there key influencers in your business area?
— Connectors are the people who "link us up with the world”
— Mavens are "information specialists”

— Salesmen are "persuaders”, charismatic people with powerful
negotiation skills

= The Stickiness Factor

= The Power of Context

= Thus where might the next “wave of risk” come from?
= WEF Risk Interconnectedness...3 years of commentary

= WEF commentary on concentration risk..

= Stickiness of credit crisis — when will financial capacity
be rationally structured , vs “sentiment”?
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Risk Models — NN Taleb’s Black Swan

=  Examples
— rise of the Internet;
— the personal computer
—  World War |
— 9/11 attacks
— Iceland volcano ??

= Criteria: rarity, extreme impact, and retrospective (though not
prospective) predictability

= Black Swan in a Robust World: (recommendation extracts)

— What is fragile should break early while it is still small.
Nothing should ever become too big to fail (what are
the catastrophic exposures / key dependencies?)

—  Counter-balance complexity with simplicity

— People who were crash a school bus blindfolded
should never be given a new bus.

— Make an omelette with the broken eggs
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So What?




So What? — Risks Exposures for Business

Where were the risk managers in the Credit Crunch? What was
the predictable impact of counterparty exposures?

Biggest risk may be lack of “scanning” and modeling / interpretive
activities, as applicable to risk exposures for our business

Check contract covenants & cover — suppliers and customers
Rugby WC, Cricket WC successes — more prepared now

Contagion (illnesses / incapacity) exposure is most wide spread
based on expected people movements

Can your business survive a 3 week “go slow” ?
Localised impacts should be expected

What will the press conclude from the event and how will it
Impact investment and growth prospects?

ENJOY THE SHOW!
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About Marsh Risk Consulting
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Marsh Risk Consulting Practice - Global Footprint =

Marsh operate a global, integrated Risk Consulting Practice that provides its clients with risk knowledge and experience

= UK.
* Netherlands
* Nordic
= Turkey * Japan
« France ) * Hong Kong
= United States = Germany o = China .
= Canada = Belgium . Ind_qne_5|a
= Philippines
= Malaysia
= Singapore
= Taiwan

= Dubai
= Saudi Arabia '?

Mexico
Argentina
Brazil
Colombia
Venezuela
Peru
Argentina
Chile

= South Africa
= Nigeria

= Australia
= New Zealand
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Our consulting offerings

The Risk Consulting Practice of Marsh is the leading global firm of over 1500
risk management specialists and $240m in revenue. We are focused on three
areas:

1. Strategic risk — helping senior managers make informed and calculated
decisions around risk

2. Efficiency and compliance — putting effective protocols and processes
in place around business and operational risk

3. Risk transfer optimisation — striking the right balance between risk and
reward, with effective use of capital



Global Consulting Practice Areas
(some local specifics e.g. environmental, valuations)

Assisting clients to
develop, implement and
enhance their business
\_ continuity plans and
\programmes

Providing specialist strategic
and practical advice relating

: . to captives
Assessing and managing

business risk across clients’

organisation, projects and

initiatives

Helping clients to reduce
people-related costs and
improve the performance of

Help clients to quantify our its people
uri

potential exposures, analyse
resources and develop
product recall strategy

Providing risk quantification
techniques to support
financial, business and
insurance decision making

Helping clients to protect

their commercial property Assessing and managing

from damage ’ clients’ legacy claims issues

" Providing expert claims
consultancy advice and support
on major losses
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