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Palisade Corporation

* QOver 250,000 Users Worldwide
« Qver 2000 Companies in ANZ
« Taught at Top 20 Universit
 Used by 93% of Forti
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» Founded 1S , New York
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Risk stops you

our target

Risk is , ature

d and plethora of risk
ether you are a

Note: Brand/Re ]
translates to dire :
State
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# Why do you Communicate Risk ?
# How do you Communicate Risk ?

» Enterprise
» Group

» Division
» Project - Intern:
> Teadliins
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Qualitative Risk Thinking

ISO 31000:200S.
Generic guidelines

Design, Imple_e

Risk Manage
organizatiol
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Static Management Systems Approach —
outcome of Qualitative Thinking

Processes and Procedures used to ensure that an
organization can fulfill all tasks to achieve objectives...!

Indicators
. Measurement

Power
Strategic BUSIneSSSt‘*PS
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sz Performance
SimpleInformation) fanagement
Inltlatlves LalData

Decision Re t
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Static Paper Based Thinking
& Reporting of Risk
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Future >>>Uncertainty >>>Risk

ISO 31000,

"the effe

NOTE: Qu
allows you



2 Main Perspectives on Risk

Quantitative Type —
Data Is Hard, Rig«

Qualitative. |
Data Is Sens
Contextual.
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Fundamental Distinction

Data is ‘Quantite Imerical
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Fundamental Differences in Reporting
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Fundamental Inter-relation

« All Quantitative data is based upon
“gqualitative judgments™

« All Qualitative data can be described and
manipulated numerically (Quantitative).

Note: This “inter-relation” is the epicenter of sophisticated risk
management thinking.




Qualitative & Quantitative - Dynamic Solution
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Traditional Risk Management Steps

Step 1 - Risk Fra
Step 2 - Qualitative

Step 3 -
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Step 3 - -

Quantitativei~ alysis — Why ?
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Adding Insight to Enable Better Decisions
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Introducing “The Power of Probability
with Monte Ca imulation”

'ALISADE



Monte Carlo — Why ? m

1. What are the

t will finish

ontime?

2. What are m ncies ?

3. What is ' roject will finish
under b |

4. How m need?
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What i1s Monte Carlo Simulation?

» A sophisticated & proven computational
technique used to determine the probability of
different outcome lltiple trial
runs, called simul outcomes |

y know Industry
vertical. |

» palisade.com/cases/



http://www.palisade.com/cases/
http://www.palisade.com/cases/

Quantitative Risk Analysis ?
Monte Carlo Simulation ?
@ Risk ? |

» @RISK (softwa
contains unce
Simulation..
“Quantitati
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Applications of @RIsk

I i

xcel then

* If you can Mode _
analysis

you can use
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Why @RISK?

» Monte Carlo simulation, shows you scenarios
that might occur Ingle “best
guess’
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Why @RISK?
» To understand Contingency at granular level.

L Probability of (

currence

d How many during the
operation? _

WPALISADE
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Result in @RISK m

» Let's take a look at can show you
after running a v lon on a
project cost mode
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Learn @RISK In 5 mins m

» Learn @RIsSk In 5 mir

» @RIsk Is

WPALISADE


http://www.palisade.com/QuickStart/EN/RISK/
http://www.palisade.com/QuickStart/EN/RISK/
http://www.palisade.com/QuickStart/EN/RISK/
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Total Project Cost

19,796

. Total Project Cost

TP T

e |2 MUM 20,881 0k
Mean 8,962.50
Std Dev 491.39
Values 5000

= 18,196.10
= 18,962.50
=20,881.04 ]

B0,
Mean

'l-| Maximum

gl_l_l P VS A P P VTR _||— Bl
Shows a 95% probability of cost less than $19,796
Shows a maximum project cost of $20,881
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| Total Project Cost
Inputs Ranked By Effect on Output Mean

Buildings / Jampled -
Sampled .

Other general overhead / Sampled - 18,760.74 19,214.92

Land / Sampled 18,800.22
Salaries etc / Sampled - 18,798.49
Marketing / Sampled 19,104.35

IT / Sampled 18,866.90 19,067.83

Wehicles / Sampled - 18301.55-19,020.??

| Baseline = 18,962.50 |
L]

Total Project Cos

9] 2] bl a3 %l ] Tdb 4
» Shows ranked factors driving higher project costs, like building and raw materials.
» Shows that, for instance, Project Cost varied from $18,633 to $19,374 as Raw

Materials changed.
WPALISADE




Benefits of @RISK

» You may need 99%
cost will be unde

hat the project

rducing

» Now you know where to focus
building and

costs to act
material cc
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Benefits of @RISK m

» Knowing the max cost is $21,000 helps plan
contingencies with high level of “Insight”

» Try different strategies and simulate again to
compare & re-think outcomes

» Allows to plan ahead — sophisticated decisions

APALISADE



@RiIsk Software m

» Add-Iin to Microsoft E
» Works with existi
» Provides “Quantit;
» Behaves like n
» User Friend ' equired

5”In Excel

. @WPALISADE



Applications of @RIsk

Real Options Analysis
Discounted Cas
Value — At —RI.
Portfolio Optir
Cost Estlm

Analysis

APALISADE



........... Great.......but we do not like Excel !

....You can still utili% , 1St

Risk Analytics

LISADE



Client Brief

1. We want a sophisticate
us to mitigate RISK &

acks and allows
e of project.

2. We do not wal

gualitative or g dology or analytics
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Dynamic Solution

Good risk management also means
two way communicatien with those affected,

and continually meAte Wwhat Is going
ON.........sSEEE. NZ ISK Management

APALISADE



Real-time Risk Solution for problems

Project

Project
Finish







Theory

Forecasted Profit/Top Line/Revenue >>>Real-time Risk
Management>>>Project lifecycle

Practice

Real-time Integration>>>SILOS and PROCESSES
>>>Mitigate Risks >>>Project Lifecycle.
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Solution Thinking:

1 We want real-time Risk Profile
2 Track Mitigation ' StegSHRNeal-time

3 Live Risk Updates & Reports




Real-Time Solution aligned to Top Line Growth.
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Solution

» |ncorporate Monte Carl alysis into a User-

friendly, Qualitati

» Produce tailore

» Standardi

WPALISADE



s Risk Maneé ject ?

No software or you !

A PALISADE



Front End

Risk Register Model X

lof 10R

Impact

cent

Mozt Mozt
Likely Likely

Max

Element

[0 TOTAL REVEMUE
REC. CREDITS

avr LL BURDEM
MOMN-REIMEURSIELE LABOR

Qualitative



End & Back End

Risk Selector  Risk Definition & Allocation

Total Project Cost
Code: 4 1cf 10 Risks

19,796
Risk Event: |

Categary: |

Divisian: |
Probability-Irmpack matris Probability of Ocurrence

Mear L
Cerainty
High
Likely Likely

to r
Occur Likely .

Law D. ¢ Percent ~ Actual Impact [ Owenwrite {Justify reasons belaw)
Likelyhood Chanae% {$,Hours)
Mat

| [ Tots! Project Cost
Likaly

Y Lo Med  High (| | MIN MIN

High

Irnpact

aimum 20,88
Risk, Opportunity Level EE:‘Iv E::‘y ’ Mean 8,962.50

Std Dev 43134

MAX MAX . Values 5000

* Risk " Cpporkunity

Pl

Cost Elements Affected by Risk Event

20,881.04

" Total Contract Cost without Contingency " Section SubTotal {+ Cosk Element

18,196.10

Section

T ="T
5%

Mean = 18,962.50
Maximum

| PRO FORMA PCS DATA |

D TOTAL REVEMUE -
D PAYROLL BURDEM

MOMN-REIMELRSIELE LABOR Create Risk Register ‘

©| il = i 3|4

Qualitative & Quantitative




Risk Management - Enterprise Problem
Desired future

i

SQE Workplace Project Risk Register (all Adlomatic
Risk Assessment risks)

data transfe

Excel

Data file
emailed or
saved in
Folder

Data
Warehouse

R&O Register
(Nine Square & Probabilistic

Design Development
Scope Growth

Time based
Risk Events

Primavera
(D e)

Automatic
data transfer

Automatic
data transfe

Schedule OPRA Schedule Risk Analysis

Uncertainty is

entered into P6 All “Blue Arrows” represent automated steps



Palisade - lution Steps

Software>>Co development

A PALISADE



Software

Mighty River Power Genesis Energy Solid Energy New Zealand

Beca Carter Hollings New Zealand Limited

Ngai Tahu Holdings Cor MERZ

Train Champil

* Desktop & Netw:
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Consulting




Custom Development

Integration

ack end to
xcel users.

We can integrate
offer “User Friendly” ir

WPALISADE



Custom Development

» Platform options
« Excel Add-in

. Net technology ed
application
« RDK allows de (.NET)

that can be |

» |Interconne

» Fully cust

» Low time -~ SharePoint 2010 _
» Prototype |

. @WPALISADE



Integration with ERP

» Select Asset Man
« Australia-based
* High complexi
. Involved direci

ement

ection with
of the customer

C T

MANAGEMENT

. WPALISADE



Integration with ERP

» MethodWare

* Integration with its Enterprise Risk Assessor (ERA)
SOHE(E
— Its suite is also a GRC
— This is an Enterprise Risk Management software
— Risk Register : Operational

 New Zealand based company

“““methodware

APALISADE



Risk Register, Event Mitigation, Variation in Total

Contract Cost & Risk Output

X

Risk Event Mitigation

Risk

Pre Mitigation Parameters

Probability
Qccurrence

Irnpack Parameters

Irnpack:

Irnpack Range

sk Register Model

Risk Selector  Risk Definition & Allacation ]

4-Property damage - TOTAL CONTRACT COSTS

Post Mitigation Parameters

Mitigated Matrix

Likely to
occurr

Mear
Cettainty
High

55 _[H W
s I | | (M
Loww

Likelyhood D.
Mot
o< I

ey i ey
Lo Low  Med nghHigh

Probabilty of
Qccurrence

75 o

Impact Parameters

I Owverwrite (Justify Reasons)
Iin
IMost Likely

-
e [5

Yo
Yo
Yo

| "

Total Project Cost

Code: Min - Most Likely - Max
[1ow ][ 5% | [ 20% ] Risk/Opportunity Level
Risk Event: |
Cakegory: |
Mitigation Cost o Project Cest
Division: | Y il
—
Probability-Impact ratrix TR S | m SAD= Zea;
e
. " — Project: Test valuz
Mear Charged ta: | oDC's j Mitigati | ot oot Date: o
Cartainty
High i
’ Ll Reponsile X Total Contract Cost
Likely v Party
to kel . PreMitigation PostMitiga
Occur Likely —
Lowe Cormments Total C Cost C 3 39.329.906] 5 39_@
Likelyhood . . Mean Cost S 48,745,453| $ 44,91
o Most Likely Cost s 46,582,927 $ 47,82
Likely . . c lence Level of the 85%
"[':"5' Lows Med  High ﬁ_e?“ Total Cost at Confidence Level s 55,722,473 | S 50,689
W I
: _ 4l 4 73S
Risk/ Opportunity Level Suggested Contingency S 16,292,567 | $ 11,524
[Total Cost of Mitigation [ s 20.000]

* Risk " Opportunity

Variation of Total Cost

Cosk Elements Affected by Risk Event
" Total Contrack Cost without Contingency (" Section SubTaokal

Section

| PRO FORMA PCS DATA |

[0 TOTAL REVEMUE

[0 PaYROLL BURDEM

(* Cast Eleme

3

0.8

0.6

Total Contract Cost
7.4

@RISK Tria
For Evaluatiol

Version
PupPoses Only

PreMitigation Total Contract
ot

Minirnum $29,330,691
TMairnum §64,863,239
Mean 45,745,453
Std Dev $6,631,931
Walues 1000

PostMitigation Total

0.4 Contract Cost

Plinirurn $29,694,509

PMaximum $57,252,197

Ci Mesn §44,915,768

0.z Std Dav $5,599,914

— walues 1000
0.0

q\:'alues in ql‘;hlhuns (5‘;1




Interpretation of Results: Discussion

» Allowance for contingency

« Select confidence level appropriate with risk tolerance
« Subtract deterministic cost from cost at confidence level

» Prioritize risk mitigations R ot iaaton )

Category Availability andfor productivity of skilled labor

Mutually exclusive

- Evaluate most serious risks
* Price mitigation measures :
* Rerun mitigated scenario et goc ; probabity o
 Analyze cost vs. benefit o8 e :f .

\{ S0 10%  15% 2000 25%

Mitigation @

Double Click on Risk Event: that you would like to mitigate -

Opport ameters Pre Mitigation i Opportunity Parameter

Probability of
Opportunity Benefit

= Probability of

Cost  Schedule Negative Impact

Code  Category
r Pro

P10 Yalue of
Reduction in Change

P10 Yalue of -
Reduction in Change m

<—A=rF=—mDomox®D

U 5% 10% 15% 20% 25%
0 benchmark throughput and availsbiity
ta benchrmark throughput and avalabiity
Mitigation Cost
ndfor deliver Feed Preparation System

1 ko benchmark throughput and avalabil

i o e e e e o |

Iegotiate agreements with unions

IManagement

o |:|

[Run Mitigation Exit |




» Cost Estimation

»

»

»

»

»

In this example, @RISK is used for cost risk analysis and estimation.

The application prompts the user for a three-point estimate for each cost
item in the project as a way to recognize uncertainty in these cost elements.

A risk register is created using a simply colored grid interface. Next,
because in real life costs are seldom independent of each other, the user is
able to set up correlations between related cost elements.

Finally, the user can define external risk events that will affect the total cost
of the project.

After entering this information, the application runs an @RISK simulation
and presents results in tables and graphs. The results can be used to
identify risk drivers and map out mitigation strategies.

APALISADE



Cost Estimation Model - Risk Management
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Client Specific Ribbon

s ﬂﬂ" % [14] volume Correlation Matrix N ﬁ o 0
¥ . _r!_!J Tax Depreciation Rates

New Open Home @ Project Productline TotalValue  Tax Weighted Average Allocationto i Simulation | Show Fixed Project | About Risk | Unload
Model Model Details Levels Inputs = LevelsInputs~ Rate  Costof Capital  Product  FTOOUCES ShEets Agset Sheets C i | Strategist | Add-In

Model Project Inputs Run Simulation| Project Qutputs Reports | About System

Portfolio Optimization - Microsoft

Home Insert Page Layout Formulas Review Developer Portfolio Analysis @RISK

Select Run Analysis | Portfolio Fit to Run Run Reports | Efficient
range Analysis Settings Distribution Simulation ' Optimization M Frontier

Je
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Question everything until you can
integrate Qualitative & Quantitative
Risk and alic TARGET !
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