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VALUE OF RISK MANAGEMENT

RISK MANAGEMENT IS VALUED ON ITS ABILITY

TO PROVIDE PROTECTION

Respondents to the 2015 survey said the value of risk
management is in its ability to protect a company. This
year’s survey showed that the building pressure from
customers and budgetary demands is truly driving
insurance program design. It will be critical for CMT
risk professionals moving forward to demonstrate

how risk mitigation strategies can add value to an
organization beyond the purchase of insurance policies.

CUSTOMER DEMANDS, CONTRACTUAL
REQUIREMENTS AND BUDGETS HAVE
THE GREATEST IMPACT ON INSURANCE
PROGRAM DESIGN

It is no surprise that more than two-thirds of CMT

risk professionals view customer demands as “very
important” or “most important” when designing a risk
transfer program. But look at the next three factors —
competitiveness of pricing, budgeting/cost management,
and board-level directives. This means that the real
potential of a risk mitigation strategy may not be
realized — something risk professionals recognize, and
see opportunity to change.

What is the value of risk management?
¢ Protect capital.

e Protect human capital.

¢ Protect management.

¢ Protect brand and reputation.

KEY FACTORS INFLUENCING
INSURANCE PROGRAMS

Customer demands/contractual requirements

T 65%

General competitiveness of insurance pricing

EE 63%

Budgeting/cost management

I 59%

Board-level directives

I 53%

Detailed modeling of critical risks

T 46%

Peer benchmarking

I 43%

ERM
I 40%

Alternative sources of risk capital

I 17%

Respondents were allowed multiple choices. Above combines respondents
choices for “very important” and “most important.”
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ADDING VALUE TO YOUR ORGANIZATION
RECOMMENDATIONS

Commit to risk assessment.

» Engage in frequent review of current and emerging risks.
» When rolling out new products, ask if they bring new or nontraditional risks.

» Determine what processes are in place to assess risk exposures in fluid areas like cyber risk,
technology errors and omissions, and contingent business interruption.

Apply data to decision making.

» Understand your company’s approach to quantifying critical risks or loss scenarios.
» Calculate your company’s risk bearing capacity and view on the cost of risk capital.

» Determine the price at which it makes sense for your company to retain, versus transfer, selected
risks.

Engage and educate.

» Establish a plan to educate and involve colleagues in risk discussions.

» Understand how your company engages risk management in the product development
and/or sales process.

» Ensure you have a plan to engage senior leadership, board members, and shareholders in
discussing risk priorities.

Foster excellence in execution.
» Identify the top priorities given to your risk management team by executive leadership.

» Understand the day-to-day demands on your team, and which are deemed to be critical by
key stakeholders.

» Determine an effective balance between capital and asset protection on one hand and near-term
budget and cash-flow management on the other.
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SURVEY DEMOGRAPHICS
APPENDIX

Our 120 survey respondents come from a variety of job functions. Some have
full-time risk management responsibilities, such as risk managers or directors

of insurance. Others have job functions with only part-time risk management
responsibilities, such as treasurers, CFOs, or general counsels. Like many companies
across the CMT industries, the respondents frequently worked for companies that
have a blend of exposures from all three sectors. The companies also varied in size,
ownership, and geographic exposures.

Job Function Type of Company

30%
70%

W Public
M Full-time risk managers M Private
Respondents with part-time risk responsibilities Nonprofit
Sector* Where are respondents risks?
Media

I 29 %

Communications

I 23%

Software and IT Services

I, 7%

Hardware and Electronic Components

I 39%

*Respondents could select multiple sectors.
27% of respondents selected more than one sector.

US: 100%

Canada: 31%

South America and Caribbean: 28%

Europe: 60%

Revenue
Middle East/Africa: 29%

Less than $50M 1%

6 rwors®

50-100M 6% Asia/Pacific: 60%
100-250M 6%
250-500M 5%
500-1B 14%
1B-4.9B 28%
5B+ 31%
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This survey and report are part of the thought leadership

that Marsh’s CMT Industry Practice produces each year,

which includes research, insights, events, and occasional 0
commentary on current items of interest to our clients.

About CMT

Emerging Risks:

The Global Risks Anticipating Threats Marsh’s Communications, Media and Technology
and Opportunities q 5
Heport 2015 Around the Corner Practice serves more than 2000 clients and places more

than $2 billion in premium globally. Our global reach
includes centers of excellence throughout the U.S.,
Europe, the Middle East and Asia-Pacific. Our global
client listincludes 7 of the 10 largest communications
companies, 8 of the 10 largest media companies, and 9
of the 10 largest technology companies. While we are
fortunate to work with deep risk management teams

in most all of our larger clients, the core of our business
is serving the needs of the 85% of our clients for whom

Communications, Media and Technology Captive Solutions ‘ risk management is a part-time job and only one of
Creating Security in i ioriti
e e e many competing priorities.

Marsh’s CMT Practice also hosts several national events
throughout the year, which in 2017 are expected to include:

¢ CMT Risk Roundtable at RIMS Annual Conference.
¢ Government Contracting Risk Forum.

¢ Silicon Valley Technology Risk Forum.

* Media Client Council.

¢ Quarterly webinars.

For more information, visit the CMT homepage on Marsh.com,
or contact your local Marsh representative.
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For more information, visit the CMT homepage on
Marsh.com, or contact your local Marsh representative. 0

About Marsh

Marsh is a global leader in insurance broking and

risk management. Marsh helps clients succeed

by defining, designing, and delivering innovative
industry-specific solutions that help them effectively
manage risk. Marsh’s approximately 30,000
colleagues work together to serve clients in more than
130 countries. Marsh is a wholly owned subsidiary

of Marsh & McLennan Companies (NYSE: MMC),

a global professional services firm offering clients
advice and solutions in the areas of risk, strategy, and
people. With annual revenue of US$13 billion and
approximately 60,000 colleagues worldwide, Marsh
& McLennan Companies is also the parent company
of Guy Carpenter, a leader in providing risk and
reinsurance intermediary services; Mercer, a leader in
talent, health, retirement, and investment consulting;
and Oliver Wyman, a leader in management
consulting. Follow Marsh on Twitter, @MarshGlobal;
LinkedIn; Facebook; and YouTube.

MARSH IS ONE OF THE MARSH & McLENNAN COMPANIES, TOGETHER WITH GUY CARPENTER, MERCER, AND OLIVER WYMAN.

This document and any recommendations, analysis, or advice provided by Marsh (collectively, the “Marsh Analysis”) are not intended to be taken as advice
regarding any individual situation and should not be relied upon as such. The information contained herein is based on sources we believe reliable, but we
make no representation or warranty as to its accuracy. Marsh shall have no obligation to update the Marsh Analysis and shall have no liability to you or any
other party arising out of this publication or any matter contained herein. 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, tax, accounting, 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. Marsh makes no
representation or warranty concerning the application of policy wording or the financial condition or solvency of insurers or reinsurers. Marsh makes no
assurances regarding the availability, cost, or terms of insurance coverage. Although Marsh may provide advice and recommendations, all decisions regarding
the amount, type or terms of coverage are the ultimate responsibility of the insurance purchaser, who must decide on the specific coverage that is appropriate
to its particular circumstances and financial position.
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