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Agenda

= Risk universe — What could we face ?
= Risk Financing Methodology

= Example / case study - Captive insurance

18/07/2016 2016 @ THE CONSULTING GROUP AG (TCG)



Agenda

= Risk universe — What could we face ?
= Risk Financing Methodology

= Example / case study - Captive insurance

18/07/2016 2016 @ THE CONSULTING GROUP AG (TCG)



Our

vision...

18/07/2016

...Is to assist you in achieving your objectives and protect your assets.

Enterprise Risk Management Framework

Identity tap (Key) . . . .
risks... We are helping clients use their risk

capacity in an optimal way...

Plan B, business
resilience is ready
and tested...

Align protection &
prevention level
with risks...

Implement cost-
efficient
financing...

Commensurabe
residual risk with
risk appetite...

Risk identification Loss Prevention [ Business Continuity Fisk Finandng Residual Risk
Assessment Asset Protection
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World Economic

Forum

Risk Landscape

Figurs 1: The Global Risks Landscape 2016
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Risk Universe / Advise
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1 Don't bet the farm

Have a clear Plan Bif your expansion
plans fail to launch, and ensure you have
limited the risk to your overall business.

4 Don't underestimate cultural nuances
Take counsel from advisors with
expertise in the market's cultural
norms and nuances.

COFACE COUNTRY RISK
ASSESSMENT MAP

Don't be distracted by
non-strategic factors

Choose your market on the basis of
what works best strategically for the
business, rather than geographical
convenience or personal contacts.

5 Don't discount tax and requlatory issues
Take into account unique country rules
in areas such as reporting, accounting
and tax requirements. Also consider the
implications for tax treatment back home.

Seven
pitfalls
to avoid

Don't enter a market without
doing the homework

Does the market have the right
demographics and growth
prospects? Talk to potential

6 Don't be product- or market-myopic
It's dangerous to assume that products
and services that are successful in
domestic markets will be equally

7 Don’t mismanage talent
successful elsewhere.

2 As well as a strong management
customers, as well as inbound 5
2 3 team, many entrepreneurs will need
investment agencies, about
hoiReryou Fodhessineodudt alocal workforce, but labor markets. o
¥ ¥ p vary enormously. Get to grips with
or service will have local appeal. s
local issues and have a strategy for
recruitment and integration.

Ell ERNST & YOUNG
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Updated quarterly, the

Coface Country Risk
SEARCH BY
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The Coface country risk assessment aims at evaluating the average credit risk of companies in a given country. The evaluation is based on economic,
financial and political data But it alsa takes into account Goface experience on the country, under two dimensions: Coface's payment experience on the
companies of the country and also its assessment of the business climate.
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What you could face and
that’s not all..

=  Compliance (reputation, internal controls, etc.)

= External events (political, social, etc.)

= F&B Laws (compliance, changes, etc.)

= Financial (currency, liquidity, counterparty, etc.)

=  Human resources (knowledge, skills, etc.)

= IT/IS (breakdown, failure, attacks, etc.)

= Operations (quality, safety, procurement, etc.)

= Regulatory & legal (litigation, fiscal environment, etc.)

= Sales & Marketing (competitor, customer, consumers, etc.)
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Some crisis 2009 - 2016
(examples)

= Dam breakage Brazil/Indonesia/Guatemala/Hungary/Spain

= Earthquake (Tsunami) in Chile/Haiti/Japan/New Zealand

=  Flood/Storm in Australia/Colombia/Slovakia/Pakistan/Philippines/Thailand

=  Food & Mouth Diseases in Korea/Japan impacting Australia

= Human Pandemic / Ebola / Zika

= Political riots in Bahrain/Egypt/Ivory Coast/Libya/Mali/Syria/Thailand/Tunisia
= Political sanctions in Iran/Syria/Zimbabwe

= Volcanic eruption in Ecuador/Indonesia/Mexico

= War in Syria/Iraq

= ... nhot to mention the events like fire, accidents, etc.
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Stories
examples)

PRESS NOTICE

'PRODUCT RECALL
NESCAFE COLLECTIONS RANGE 1009
JAR ONLY

It has come to our attention that a very small number of jars within the NESCAFE Collections 100g range may contain small
pieces of glass.

ONLY the 100g jars of NESCAFE Alta Rica, Alta Rica Decaff, Cap Colombie, Suraya and Espresso are potentially affected, as
shown below.

All other sizes and ranges of NESCAFE coffees ARE NOT AFFECTED by this notice
IF YOU THINK YOU HAVE THIS PRODUCT, PLEASE DO THE FOLLOWING:
o Check to see that it is one of the 100g jars shown in the picture above.
= If you have one of these jars, please do not use the coffee, but do the following:

Make a note of the batch code and best before date printed on the base of the jar, together with the type of coffee you
have purchased

Contact us by phone, for a full refund
Please dispose of the jar and any remaining contents safely
Please do not take the jar back to the shop where you purchased it
FREEPHONE
0800 58 57 59 - UK
00800 6378 5385 - ROI (Landline only)
Between the hours of 08:00 and 20:00 Monday — Friday
09.00 — 17.00 Weekends

We sincerely apologise for any inconvenience or concern this may have caused and wish to reassure consumers of our continued
commitment to the highest standards of safety and quality

Nestlé UK & Ireland
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Property Loss Prevention
(example)
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Average Fire Grading

Site Grading

Fire Grading Evolution
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Agenda

= Risk universe — What could we face ?
= Risk Financing Methodology

= Example / case study - Captive insurance
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Risk Financing Solutions

Insurance (example Zurich Inc.): Banks (example UBS): Suppliers:

= Property & Business Interruption = Call = Forward contract

= Product Liability = Put = Contractual clauses

= Marine . iwap t - (S:pegific?tion -

= Directors & Officers (D&O - Accounts © Lontract manuracturer
) ( ) = Cards and credit cards = Contract partner, etc.

= Kidnap & Ransom - Mortgages

= Product Recall « Retirement

= Health Insurance
= Motor Vehicle

= Travel Insurance ] o ] ]
- Contents Insurance Premium / cost vs. mitigation / protection
= Personal Liability

= Retirement

= Protection for Relatives, etc.

Pillar 3a, etc.

The Consulting Group AG
18/07/2016 2016 @ THE CONSULTING GROUP AG (TCG) 12



Healthy balance between cost of
risk financing and residual risks

...Is to assist you in achieving your objectives and protect your assets.

Enterprise Risk Management Framework

Identity tap (Key) . . . .
risks... We are helping clients use their risk

capacity in an optimal way...

Align protection &
prevention level
with risks...

Implement cost-

Plan B, business
resilience is ready
and tested...

efficient
financing...

Commensurabe
residual risk with

[igl s atbiba

Risk identification Loss Prevention [ Business Continuity Fisk Finandng Residual Risk
Assessment Asset Protection
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Captive Insurance
(long term sustainable dev.)

= Start with a few line of business; e.g. Property / BI, Liability, Marine

= Develop portfolio over time (add more complex lines of business over time)
= Increase level of retention over time

= Add prevention programme over time

=  Communicate regularly with management / organization

= Communicate changes to management / organization

= Be aware that you cannot win all the time; insurance business is cyclical...!
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Captive Insurance
(example)

Started in 90’s

= Significantly increased number of business lines only after 5 - 10 years

= Increased level of retention on a regular basis
(base line = 100, then 200, then 350, then 750 and finally 1500)

= Multi-year / multi-line agreement signed with Zurich & partner insurers
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Captive Insurance and
Enterprise Risk Management

Enterprise Risk Management

» Loss

. _ = Loss
) g:‘:i‘:g;'o“ = Reputation = Prevention prevention
S = Quality & safety = Health & safety . quality
e = Compliance
. p assurance
management
While ERM is
much broader
Risk financing than insurance

there are strong
links.

Property s

Captive Insurance

The Consulting Group AG
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