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01 Why YOU are the most
important person in the
room



The way risk professionals are valued
appears to be fluctuating

You can influence strategy — you just
might not know it

A lack of understanding how to sell your
value as a professional.

What if we changed your title?
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Risk sans Safety

* Thisis NOT a safety presentation

* Today is about SSS

* Today is about managing risk to WIN.
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Why manage risk anyway?

ISO31000:2009 — Risk is the effect of uncertainty on objectives.

Our objective is to win the bid/project/work. We manage risk to win by
managing:

Bid and estimating risk to successfully win the contract
Project risk to increase margins and win greater profits
Commercial risk to win a competitive advantage
Operational risk to win the respect of our stakeholders.



02 The Evolution of Risk
Management
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Contemporary Approach




03 A Quick Project Risk
Masterclass



Enterprise Risk PP Making Risk Management Work
Management -
Seminar I 30 Now

Project Example - Sireams

Depot Design &
Construction

‘. ur
.
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Maintenance

Service
OEM & Other
Supply Partners

Design &
Manufacturing

Testing &
Commissioning

Geographics
(Remote
Location)

Safety &
Regulatory
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Briefing

Final ificati
validation [dentification ]
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What's inside the portfolio

I Commercial / Contractual
Il Technical / Engineering
Il Compliance / Legal

[ Community / Stakeholder
Il Client / Customer

I Environment / Sustainability
CIHR

[ Industrial Relations

[T Operations

Il Project Infrastructure
Il Ferformance

Il Zero Harm

I Communications

[ Systems / Processes
[ Governance

[ Innovation

Il nformation

Il Corporate / Strategic
Il Reputation

[ Commissioning

I Financial
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Connectivity

What if you could design and implement a system that could extract the
risks out of project silos and shine a spotlight on this connectivity to
eliminate risks?

Risk Silos
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The Real Trick - Returning Contingency to Revenue

* Understanding exactly what uncertainties exist
* |dentifying which ‘stream’ they sit in

* Knowing who owns them

* Discovering what drives them

* Estimating the range of exposure

* Investigating every opportunity to mitigate the exposure.

Act anes
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Unique Identifiers

Unique ldentifiers — In Perpetuity

echnology (IT)

Escalated advices via

outlook ensuring the
risk management
process is assured

o Sub Task Detail
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Probability Impact Diagrams or “Heat Maps

Risk Likelihood or Fraquency | Impact for ‘Grester \Wellington Rai. " on 31 August 2015

g
E Total: 1 Total otal: 1 Total: 1 Fi r -y =
; The ‘black’ position of
] . the unique identifier
z m fomr 11 oo | o represents the pre
; I mitigated position of
i o2 ) okt & st 1] Tl 6 |y Tuta the discreet risk whilst
§ the ‘white’ position
“ Total: 1 represents the impact
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post mitigations
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3 Point Estimates & Monte Carlo’s ( Not the Biscuit )

Three point estimates for each risk are
generated by the SMEs and modelled
which generates a probability
distribution curve based on the
BetaPert distribution.

This distribution is similar to a ‘normal’
distribution curve, but it can be
generated from three point estimates
on the curve, and is widely used within
risk management systems.

The individual risk distributions are then
combined (called a convolution sum)
to give an overall probability
distribution. The distribution is then
used in a Monte Carlo type simulation
to generate arange of outcomes.

Current Ral
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DU Beta Pert

Likelinood
0 Possible

Most
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EMVAUSY [173,02413] &

79,857 20| [ 300,286 45| [ 390286 45) 1 -

Target Rating

DISITDUL . eta Pert

Price risk with the key
stakeholders by
applying a 3 point

estimate. A
EMVALS) [1108T034) & Validate the

: assumptions by
evidence or reasonable
hypothesis to arrive at a
s - range of exposure
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Monte Carlo - Simulation (Risks & Opportunities)

Due to the range of +10m to - o simulation for Financial impact of | on 31 Aug 2015

: 1,000 Slices, 5,000 Iterations, Fixed Seed (2608).
20m we see that 0 is returnNed  fony): Mean (Sampled): 1:028:431 Mean (Arthmetics: 1,425,101 SD: 3,776,839 CV: 207%
a high % of times over the only): Mean (Sampled): 1,325,196 Mean (Arithmetic): 1,270,788 SD: 2,930,144 CV: 231%

iterations - causing this spike

Number of Occumrences

Financial (AUS)

W Current Rating (Risk only) Il Target Rating (Risk only) l

o g

The spike is driven by the simulation when risk 9457 is considered. This is due to the
range from + 10M upside to — 20m exposure being modelled in the risk portfolio and
when the Monte Carlo simulation is applied
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Monte Carlo - Simulation (Risks & Opportunities)

Camumnatun Ryantis Sor Firanetal inpacs of &R 31 Aug 2015
siices, 6,000 Herations, Fixed Seed (2608).
Cumrent Rating (Risk only): + 2,707,067 Mean 2,790,783 SD: 3,763,028 CV: 134%

Target Rating (Risk onty): frovey [Sampled): 2,060,004 Mean [Arithmetic): 2,003,886 SD: 2,824,172 CV: 136%
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g 554 Estmate for 80% ALS3.681.694
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Financial (AUS)
[ currene nating misk onty) —— Targen saving tisk coty) —— extimate impucr _—— exeimate confidence |
Whilst the range @ Silver was . m NZD it was expected

thatthe ‘tail’* displayed will be less evident at silver as the range
assumptions are refined. Range is now decreased btn 4.591m
and 3.681m butthe tailremains due to risk 9457

The ‘red’ line
represents the pre
mitigated P80 position
of the quantified risk
portfolio whilst the
‘green’ line represents
the exposure post
mitigations

Note®

A long-tail distribution will arise with
the inclusion of values unusually far
from the mean, which increase
skewness. In a project sense this
means a number of our risks have
exposures well outside the mean
and these will be addressed priorto
Gold
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Risk Sensitivity (Tornadoes )

Risk sensitivity allows
STEERCO to identify which
risks in their portfolio have
the greatest effect on the
mean contingency cost
and this can re-focus the
bid team to address those
risks which have the
greatest chance of
affecting the overall
confingent cost of the
project.

Record ID

Sensitivity Results for |
on 31 Aug 2015
1,000 Slices, 5,000 Iterations.
ion: Current ing (Risk only) Exposure

o
=~
o
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P —

0.2 0.4 0.8 0.8
Sensitivity Coefficient (SC)

I Defauit [ Over CV Threshold - Over CV & Expected Value
Emsc W Over Expected Value Threshold Threshold

With a confidence level of
80%, based on the
information supplied by the
team leads, the three point
estimates and reliant on the
assumption and scenarios
discussed with the team the
provisional contingency
required for the life of the
operations and
maintenance contract is
4.591m NZD

(Silver was 14.9m NZD)



04 Lets Assume
ASSUMPTIONS & RANGE
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What can we rely on ?

Evidence
Reasonable Hypothesis
Assumptions

« Be wary of optimism bias
« Understand the ‘Elephant Alpha’ in the Room
« Be sober, adult, professional and challenge


http://www.google.com.au/url?url=http://www.ramint.gov.au/designs/ram-designs/10c.cfm&rct=j&frm=1&q=&esrc=s&sa=U&ei=X4WHVfWwOYik8QWu9oFQ&ved=0CBYQ9QEwAA&usg=AFQjCNHDZ7RjIu_lCzMFx045mmaA-67Esw

Enterprise Risk ™I Making Risk Management Work )
Actuaries

Management %
Seminagr l“ A Institute

Simple Maths First

« A boy walks into a shop. He buys a bat and a ball.
« The bat costs $1 more than the ball

« The total price is $1.10

«  How much did the ball coste
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Assumptions & Range

Provide your 80 percent confidence interval - a number range within which you believe
the answer lies, with 8 percent confidence, e.g. you believe there is a 10 percent
probability that the true answer is higher, and a 10 percent probability that the answer
is lower.

For example, a 747's wingspan can't be one mile wide, for example, nor could it be as
short as you are tall, say 6 feet.
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Assumptions & Range

Chollenge

Assumptions
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Monte Carlo Simulation

Monte Carlo Simulation for i

in@ - Cost Impact of PRICED RISK CONTINGENCY #2 PASS on 02 Jun 2014
50 Slices, 1,000 Iterations, Random Seed (1401635713).
Current Rating (Threat only): Mean [ Sampled): 69,909,631 Mean (Arithmetic): 70,947,186 SD: 19,322,417 CV: 27%

Number of Occumrences

000'000'G %

000’0000k
00000001 -2

iLin@ - Cost (AUS)

I current Rating (Threat only) '
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oint Estimates & Exposure

Cumulative Results for iLinQ - Cost Impact of BID on 26 May 2014
100 Slices, 5,000 Iterations, Fixed Seed (2608).
Uncertainty: Mean (Sampled): 0 Mean (Arithmetic): 0 SD: 0 CV: 0%
Current Rating: Mean (Sampled): 31,636,297 Mean (Arithmetic): 31,529,621 SD: 10,900,195 CV: 35%
Target Rating: Mean (Sampled): 13,260,025 Mean (Arithmetic): 13,286,105 SD: 10,400,852 CV: 78%
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PPP’s , SPV and the Risk Transference

Governments have historically used risk transference to:

* Ensure control over the project
* Ensure additional financial support is available to the SPV.
* ‘Cost Out’ legacy risk.

* The tactic is early risk allocation
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Risk Allocation & Large Projects

Figure 2: Risk between Key

ﬂolllﬂﬂ Stock
inufacture Contract n Ounlmcﬁ D‘t CoMml

Coat of the Project greater than estimated
TLS Payments less than estimated .

Time for Delivery Phase greater
than estimated

ety . This is a fantastic way to make money

Distance travelled greater or loss.

than estimated ® *
Maintenance or patronage being greater 3 %
orless than estimated

Timetable changes including times
for first or last services

—— i s People don’t like risk

Liability for Taxes being greater
than estimated o = o 1
Land additional o the Maintenance 5 o 3
Sitels nooded
Site Conditions. . . .
Avallability or quality of any materials S & 7 T h M
o ey are ha o sell |
Technical obsolescence . . .
P.JG i :;m affecting the 7 = = 3
Indusirial action or nterference from 9 X .
third partes
Inclement ueather . . .
1 . . .
s . - " . They aren't managing it right
Compliance with the Specifications not = = I y g g
sasfying Contract obigations.
Dolays, Increased costs of decreased . » .
revenus
Dalay in, o refusal of granting any
Approval by an Authorlty b > be i
Any other act or omssion of an Authorly . . . . .
v o et They are afraid of the dark
Ablly to obtain & maintain the Insurances . . . .
Adequacy of the Insurances . . . .
Any occupational health & safety matters . . . .
Availabilty and cost of finance . . . .




Register lifecycle from bid to buck$S

O&M Risk Register Lifecycle

You wont be
around
forever

ations
(TLS)

Risk Management

TLS Risk Register
{@nline)

Oper

Decisions
you make
now Wwill
cost/make
money

Bid Submitted

Headline

Lessons

Learned Page 31
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Selling Risk

-

business activity by using a contemporary and

creating value, reducing cost and improving
revenue?

~

What if | could Provide certainty around whole of
consistent enterprise wide approach to business risk

management allowing the board and executive to
make sound business decisions with assurance —

Would | be the most important person in the room?@

/
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‘Sweat’ your Risk Manager

* If you have a good one keep them

* If you have a great one — make sure you keep them (see last dot point)
*  Use them as a process champion to drive the function

*  Bring them into the strategy to strategic alignment

*  Ask them to embed a risk culture — not just risk manage

*  Flogthem as a USP

*  Use them across functional business units

*  Organisational design ( where are they and what does that mean?)



Enterprise Risk W:H Making Risk Management Work R
Management Acml nsti?{:'t%s
Seminar | oooooooooooooooo « Sydney

Takeaways

Approach is totally transportable

Cross functionality ( not just a risk register a sexy & cool certainty process )
Applicable in WHS/Finance/Operations/Industry/Govt etc....

Understand its origin to understand its direction

Embedding is not a half pregnant proposition
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good Jobs out there in the Room?

552 Jobs over 200K (Senior)

1327 Jobs of 150K (Middle)

3588 Jobs over 100K ( Junior 1-3 )
3386 Jobsup to 100K ( 1 Year)

Don't undersell what can be achieved

Watch organisational design in the PD

Play the whole 31000 space

Create your own risk approach that influences — make them come to you
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Questions



