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October 2012

Presentation of the survey

Sixth biennial benchmarking survey conducted by the Federation of European

Risk Management Associations (FERMA) in collaboration with AXA Corporate Solutions
and Ernst & Young

The survey (41 questions) received 809 responses
Section 0 — 11 introduction questions and 809 respondents (vs. 782 in 2010)
Section 1 — 12 questions on Risk governance and 429 respondents (vs. 379 in 2010)
Section 2 — 8 questions on Risk Management practices and 480 respondents (vs. 433 in 2010)
Section 3 — 10 questions on Insurance Management and 491 respondents (vs. 451 in 2010)

Objectives:
Analyse the evolution of Risk Management environment since 2010

Determine the level of maturity of Risk Management practices through European companies
and compare with 2010 results

lllustrate the link between companies’ performance and Risk Management maturity level
Understand the future of Risk Management and focus on risk appetite triggers
Highlight current insurance issues and expectations
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Content

Risk Management fundamentals:
Where do we stand and what’s new?

What are the impacts of the EU 8"
Company Law Directive?

Maturity of Risk Management practices

Risk priorities and risk appetite triggers

How do leading companies use Risk
Management to fuel better
performance?*

Insurance market and management:

Introduction back to basics
Key features: sample composition and respondent profile

Key observations: how to read 2012 results

Appendices

* New section in 2012
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Introduction

m Key features: sample composition and respondent profile
m Key observations: how to read the 2012 results
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An increasing number of respondents
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Introduction

Respondents from all industries

A representative sample of European companies

Listed and not listed companies

Basis: N=809

5 Other; 11%

“ Other industry/
manufacturing;
20%

L Media and
entertainment; 1%

B Automotive; 3%

B Pharmaceutical/life
sciences; 4%

Public sector or social
profit; 4%

B Transportation/
logistics; 7%

Energy/
utilities; 15%

= Services; 7%

Banks, financial

institutions, asset
st u Technology/

Basis: N=809

Not listed
46%

mﬂgﬂ?:ﬂznt’ telecommunications;
12% ’ Consumer products; 8%
8%
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A representative sample of European companies

A large array of companies:

55% of companies with a turnover
above € 2 billion... ... and 59% have more than 5,000 employees

Basis: N=809 Basis: N=809

More than € 10 billion 25% More than 50,000 20%

I

Between € 2 billion and 10 billion 30%

Between € 600 million and less than 17%

€ 2 billion
1 Between 500 and 4,999 29%
Between € 100 million and less than _ 16%
€ 600 million ’ 1
Less than 500 11%
Less than € 100 milion [N &%
No opinion/Don't know 5% No opinion/Don’t know | 1%
0% 5% 10% 15% 20% 25% 30% 35% 0% 10% 20% 30% 40% 50%
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A representative sample of European companies

Companies with head offices located
in different European countries.... ...operating at international level

Basis: N=809 Basis: N=809

France

UK
Germany
Netherlands
Italy
Relgium
Sweden
Turkey
Switzerland
Denmark
Poland
Finland
Spain
Malta
Norway
USA
Russia
Portugal
Slovenia
Luxembourg s 1%* No opinion / Don't know 1%
Czech Republic {0%
Other | 3%

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 0% 20% 40%

18%*

Over 20 countries 45%

|

6 to 20 countries 21%

1 country 18%

2 to 5 countries 14%

60%

*Detailed analysis will be provided in the following slides for the countries with more than 5% of the companies’ head offices located in different European coutries and with at least 20 respondents.
Country flag symbol will represent relevant country: France= U ; UK=% ; Germany=e ; Italy= U ; Benelux (Netherlands+Belgium+Luxembourg)=
Specific comment for Germany: due to the small number of respondents, replies do not necessarily represent the level of Risk Management practices in Germany.
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Risk and Insurance Manager

Insurance Manager

Risk Manager

Chief Risk Officer

Head of Internal Audit

Chief Executive Officer/Managing Director
Chief Financial Officer

Head of Treasury

Legal Counsel/Head of Legal Department
General/Company Secretary

President, Chairman

Other

8 October 2012

4%

4%

1%

1%

1%

0%

0%

72% of the respondents are in charge of Risk
Management and/or Insurance

15%

Basis: N=809

5%

10% 15% 20%
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A sample of experienced respondents without systematic
specific qualification

58% of the respondents have no specific ...but 45% have more than
qualification in Risk Management... 10 years of experience
Basis: N=809 Basis: N=809
University 17%
15%
A National Association 1%
Business School 10%
ARM 6%
45%
IRM 6%
None pe% Less than 3 years EBetween 3 and 10 years More than 10 years
0% 10I% 20I% 30I% 40I% 50I% 6OI%
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® Where do we stand and what’s new?
® What are the impacts of the EU 8" Company Law Directive?
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Introduction

Objectives

a. Impacts of the regulatory environment
b. Stakeholders’ expectations

c. Risk Management organisation

d. Risk Management standards

Methodology

Selection and in depth analysis of relevant sample questions extracted from the 2012 survey
and comparison with 2010 results (if applicable)
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a. Impacts of the regulatory environment * (1/6)

Main external factors triggering Risk Management within your company:
“legal, regulatory or compliance requirements” considered as the main triggers... (1/2)

61%

33%

31%

26%

19%

17

14

[ Legal, regulatory or compliance requirements ]

~

Clear requirements from shareholders
.

a 3

Corporate social responsibility

a 3

Catastrophic event

Major insurance issue

Pressure from market

. J

a 3

Analysts/rating agencies pressure

* Multiple choice question

12 October 2012

As in the 2010 and 2008 study (see next page),
compliance and legal requirements remain the main
external factors triggering Risk Management within
companies.

Corporate social responsibility is still a key concern
especially for listed companies while catastrophic
events are less considered as a main trigger compared
to 2010.
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a. Impacts of the regulatory environment * (2/6)

...but overall, external factors drive the implementation of a Risk Management strategy less than
in 2010 (2/2)

— 70%

Legal, regulatory or compliance requirements 61%

i |
Clear requirement from shareholders 3% 39%

Corporate social responsibility 1% 34%

. 45% 2010

Catastrophic event 26%

T 2012
I 13%

Major Insurance Issues 19%

31
Pressure from the market 17%

Analysts/rating agencies pressure H% 17%

0% 10% 20% 30% 40% 50% 60% 70% 80%

Major insurance issues clearly emerge as an external factor triggering Risk Management compared to the 2010 study.

If compliance and legal requirements remain a major factor triggering Risk Management within companies (61%), the overall trend is driven by a decreasing
perception of external triggers.

Conversely, companies grant a strengthened trigger to insurance issues (from 13% to 19%).

* Multiple choice question

: CORPORATE Sl E Y
FERMA ; . 2.4 SOLUTIONS £ll ERNST & YOUNG
13 October 2012 = omumm Moollaborationwith  ceniss BN usiyin syt e o



a. Impacts of the regulatory environment * (3/6)

Impacts of the EU 8" Directive on companies’ Risk Management policy (1/4)

40% -

30% A

20% -

10%

0%

A Most impacted
A Least impacted

A() AU ‘U 26%

129% 13% 13%

| ‘% 1%
6% 7%
A6 6

40%

Review/upgrading of Internal Audit

Definition of risk appetite/tolerance/limits
H Creating/evolving Audit (or Risk) Committee
B Review/upgrading of risk management systems
B | imited impact, company was already meeting

requirements of the directive

Closer Board involvement to monitor the
effectiveness of the risk management system

Not applicable to my organisation

The impacts of the EU 8t Directive are still poorly understood by a large number of Risk and Insurance Managers.
44% of the listed companies respondents have no opinion or no idea regarding the impact of the EU 8™ Directive (in line with 2010 results).
26% consider that it is not applicable to their organisation (vs. 12% in 2010).

Review/upgrade of Internal Audit and definition of companies’ risk appetite remain marginally impacted by the 8™ Directive.

Results highlight that France has been the most impacted by the EU 8" Directive whereas Germany had already a strong level of awareness and was consequently
less impacted.

* Multiple choice question
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a. Impacts of the regulatory environment * (4/6)

Impacts of the EU 8! Directive on Executive Committee operations (2/4)

Sufficient time available on the Executive Executive Committee informed of major risks of Definition of the risk appetite
Committee (or equivalent) agenda to present the the company or group at each level? by the Executive Committee? Approval of risk appetite by the Board?

‘% 62%

results of Risk Management reviews?

63% 17%
52% 5% 9%
39%
79%
55% ‘® 53% le100% ’
' N - i
Yes ENo A Most insufficient Corporate level Division level A i’\r/:]%Srtmed Yes ENo No opinion / Don't know A Most positive

Both None

The impacts of the EU 8th Directive are still not integrated enough by Executive Committees.
The survey results indicate that 45% of respondents consider that their Executive Committee does not devote enough time to review Risk Management topics.

To corroborate this observation, the survey highlights that only 52% of Executive Committees are informed of both corporate and division major risks. Risks linked to
divisions could be more systematically reported to the Board.

Only 5% of the respondents indicate that risks are not reported to the Executive Committee at any level.

Furthermore, only 39% of Executive Committees define the risk appetite of their organisation. This low level of involvement leaves room for improvements and
enhancement of the application of the EU 8™ Directive.

Among organisations where the risk appetite has duly been defined by the Executive Committee, 79% obtain the approval from the Board. This means that Boards
are receptive to this exercise and willing to validate the strategic decisions taken by the Executive Committee in respect to Risk Management.

* Multiple choice question
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a. Impacts of the regulatory environment * (5/6)

Impacts of the EU 8" Directive on Executive Committee operations (3/4)

Managers formally made responsible for each risk? Risk Management function incorporated into a "corporate governance division" with internal control,
internal audit, ethics/compliance?

AMost positive ALeast incorporated

Yes Yes
= No 28% ®No
71%
‘e 80% No opinion / Don't know Partially (not with all functions)

‘O 9%

More than two thirds of respondents indicate that risks identified within the organisation are attributed to managers who are responsible
for each risk.

Responsibilities can cover activities such as conducting risk workshops, implementing action plans for risk mitigation, designing more robust internal control
processes...

Conversely, 21% of risks are not attributed to risk owners. This significantly limits the chances of mitigation and increases the company’s exposure to those risks.

Results also indicate that among the companies studied, 46% do not present a Risk Management function incorporated into a “corporate governance
division”.
Risk Management is handled independently from other functions such as Internal Control, Internal Audit or Ethics/Compliance.

27% of the respondents indicate that Risk Management is partially incorporated with some of these functions.

* Multiple choice question
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1. Risk Management fundamentals

a. Impacts of the regulatory environment (6/6)

Impacts of the EU 8th Directive: zoom by country (4/4)

% of answers

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Executive Committee  Executive Committee is  Executive Committee Among organizations  Managers are formally Risk Management
does NOT devote informed of both defines the risk appetite where the risk appetite is made responsible for  function is incorporated

enough time to review  corporate and division of their organization defined, the Board each risk into a « corporate
the results of Risk major risks approves it governance division »

Management topics
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b. Stakeholders’ expectations * (1/4)

Risk Management objectives for companies’ Top Management:
traditional expectations still on the top of the list but better linked with strategic decisions

Provide a reasonable assurance that major risks are 76%
0

identified, prioritised, managed and monitored A|ign risk appetite and strategy: zoom per country
Minimise operational surprises and losses 63%
AlIgN TISK appetite ana strategy (Integrate risk 36% Benelux 45%
appetite within decision making process) — ° 39%

34% o,
oy 6% e

Decrease the cost of risk
Enhance external reputation with investors and 30%

stakeholders
40%

ey
) 30% Top Management

Secure investments/acquisitions/projects

Rationalise capital and improve predictability of
delivering business plans

38% - . _
UK 40% Board/Audit Committee

Provide integrated responses for interdependent risks

23%
No opinion/Don't know 5% France — 23%
0% 20% 40% 60% 80% 0% 10% 20% 30% 40% 50%

Risk Management objectives remain unchanged compared to 2010 with a strong focus on risk identification and management to
limit impact on operations.

Traditional objectives remain on the top of the list: provide a reasonable assurance that major risks are identified, prioritised, managed and monitored (76%) and
minimise operational surprises and losses (63%).

The link between Risk Management and strategic decisions integrates the Top 3 replies in the 2012 results (5" in 2010). This trend is widely shared among European
countries, especially in Benelux (45%) but less observed in France (23%).

Finally respondents are less focused on providing integrated responses for interdependent risks in 2012 (17%) compared to 2010 (37%).

* Multiple choice question
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b. Stakeholders’ expectations * (2/4)

Risk Management objectives for companies’ Board/Audit Committee:
traditional expectations still on the top of the list but better linked with strategic decisions

Provide a reasonable assurance that major risks are

identified, prioritised, managed and monitored 66% Align risk appetite and strategy: zoom per country

Minimise operational surprises and losses 41%

ANYITTISK dppEeLLE diu stdleyy (IHeyldie 1Sk dappeue 319% UK 40%
within decision making process) — o

Enhance external reputation with investors and 26%

stakeholders Benelux 39%

Secure investments/acquisitions/projects 23%

Rationalise capital and improve predictability of 229, Germany 30%
delivering business plans °

Decrease the cost of risk 22%
France 23%

Provide integrated responses for independent risks 15%

0,
No opinion/Don't know 15% Italy 16%

0% 20% 40% 60% 80% 0% 10% 20% 30% 40% 50%

Companies’ Board/Audit Committee maintain conservative objectives with respect to Risk Management.

Traditional objectives remain on the top of the list: provide a reasonable assurance that major risks are identified, prioritised, managed and monitored (66%)
and minimise operational surprises and losses (41%).

31% of the respondents consider that the link between Risk Management and strategic decisions is a main objective for their Board/Audit Committee. This trend
is widely shared among European countries, especially in UK and Benelux (40%) but less observed in Italy (16%) or France (23%).

* Multiple choice question
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b. Stakeholders’ expectations * (3/4)

Top Management and Board/Audit Committee: same main objectives but different levels of perception

80% 1 76%
66% H Board/Audit Committee Top Management
70% 63%
60% 1
50% 1 41%
i 36% o
40% 31% 34% 30%
% | 26% o 27% 25%
30% 22% 23% 29%
v)
20% 15% 17% 15%
0% T T T T T T r .
Provide a reasonable ~ Minimise operational  Align risk appetite and Decrease the cost Enhance external Secure invesments/  Rationalise capital and Provide integrated No opinion/
assurance that major  surprises and losses  strategy (integrate risk of risk reputation with investors acquisitions/ improve predictability responses for Don't know
risks are identified, appetite within decision and stakeholders projets of delivering business independent risks
prioritised, managed making process) plans

Top Management and Board/Audit Committee have overall converging objectives but respondents perceive a stronger interest
at Top Management level.

Respondents perceive that Top Management and Board/Audit Committee have the same Top 3 objectives but with different levels of concern.

Indeed, according to 76% of respondents, providing a reasonable assurance that major risks are identified, prioritised, managed and monitored, is the main objective
of their Top Management but only 66% of respondents perceive it as primary at Board/Audit Committee level.

This trend is also observed for the objective of minimising operational surprises and losses (perceived as key at Top Management level by 63% of respondents
against only 41% for Board/Audit Committee level).

Finally, decreasing the cost of risk appears to be perceived as a main objective at Top Management level (34%) but less at Board/Audit Committee level (22%).
According to respondents, four objectives are quite similar for Top Management and Board/Audit Committee: align risk appetite and strategy, enhance external
reputation with investors and stakeholders, secure investments/acquisitions/projects, rationalise capital and improve predictability of delivering business plan.

* Multiple choice question
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b. Stakeholders’ expectations * (4/4)

Influence of the recent financial and economic situation over Risk Management

Increased risk reporting to Executive Committees/Audit Committee Boards 46%
Modification of the Risk governance or the Risk Management mandate (risks areas, topics...) 34%
No influence 22%
An increased allocation of resources (financial, human, technical...) to Risk Management 22%
Increased external risk communication 22%
No opinion/Don't know 7%
0% 1OI% 20I% 30I% 40I% 50I%

The difficult economic and financial situation led to an increased risk reporting to Executive Committees/Audit Committee
and to a modification of the Risk governance or the Risk Management mandate.

For 46% of the respondents, Risk Management increased its level of reporting to Executive/Audit Committees.
This testifies to the rising interest of these committees in risk matters and a growing awareness of risk issues.
The second consequence identified is the modification of the Risk governance or the Risk Management mandate for 34% of the respondents.

The environment of uncertainty led companies to redefine their approach with respect to Risk Management.

* Multiple choice question
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1. Risk Management fundamentals

c. Risk Management organisation

Relationships between Risk Management, Insurance Management, Internal Control and Internal Audit

Risk Management and Internal
Audit together, 4%

Insurance Management separate,
8%

All functions together in a single
department, 9%

All functions separate in four

_ - different departments, 22%
Risk Management and Internal \ Risk and Insurance Management

Control together, 8% together, 39%

Internal Control separate, 2%

Internal Audit separate, 7%

Risk and Insurance Management: a close relationship.

i Survey results indicate that one type of organisation tends to be more commonly used than others among European companies: Risk and Insurance Management i
. together and separated from Internal Control and from Internal Audit (39% of respondents). !

The second type of organisation arising from the survey consists in the four functions separated in four different departments (22% of respondents). As highlights
in section 2 ‘Maturity of Risk Management practices — Risk Management functions alignment’, advanced maturity practices can only be reached through a close
coordination between risk functions.

P SOROQIUNE El ERNST & YOUNG
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d. Risk Management standards *

Risk Management framework standards of reference:
a growing but still limited Risk Management standard of reference

Internal Framework 37%

COSO 2 29%

150 31000 | 25%
None | -::

National Risk Management Standards 13%

FERMA/AIRMIC — 8%

There is still no leading Risk Management framework standard of reference and many European companies still mainly rely
on internal frameworks rather than on standards.

Several Risk Management framework standards are in use such as COSO 2 (29%), ISO 31 000 standard (25%) or FERMA/Airmic and National Risk Management
Standards (21%).

As compared to 2010 survey results, ISO 31 000 standards are more widely used (25% in 2012 vs. 13% in 2010).
37% of the respondents mainly refer to internal framework except in Benelux where COSO 2 is primarily considered as a standard.
23% of the respondents do not have any framework of reference, especially in Germany (38%).

* Multiple choice question

V SOLUTIONS £l ERnST & YOUNG
‘ FERMA In collaboration with and

23 October 2012 At FecomionEuopesn redefining / standards Quality In Everything We Do



CORPORATE -
In collaboration with 28 SOLUTIONS  and Zll ERNST & YOUNG

Quality In Everything We Do

redefining / standards




25

Introduction (1/2)

Objectives

Assess maturity level of Risk Management practices within European companies
and compare with 2010 maturity level

lllustrate maturity level of Risk Management practices regarding four main risk topics:
Risk governance
Risk practices and tools
Risk reporting and communication
Risk Management functions alignment

Capture the diversity of Risk Management practices

Methodology
Selection of 13 questions (see next slide) from the survey

Breakdown of these questions by Risk Management category:
Risk governance - 4 questions
Risk practices and tools - 3 questions
Risk reporting and communication - 3 questions
Risk Management functions alignment - 3 questions

Definition of four levels of Risk Management maturity per question (see detailed graph captions):
Emerging: low or basic level of Risk Management maturity
Moderate: intermediate level of Risk Management maturity
Mature: good level of Risk Management maturity
Advanced: high level of Risk Management maturity
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Introduction (2/2)

Risk Management maturity: 13 questions extracted from the survey

Risk governance
Q.1.3 Mandate of the Board/Audit and/or Risk Committee(s)
Q.1.2 Link between Risk Management and Board of Directors/Supervisory Board/Audit Committee
Q.1.1 To whom does the Head of Risk Management report?
Q.1.11 Is internal audit department providing independent assurance on overall Risk Management system?

Risk practices and tools
Q.2.5 To what extent does the company map its risks?
Q.2.6 Approach used to measure/quantify the risks?
Q.2.8 s risk analysis formally and systematically linked to decision making?

Risk reporting and communication
Q.1.6 Definition or communication of a formal Risk Management policy or charter
Q.1.9 How is risk information currently used by the Board?
Q.1.12 How does the company disclose its risks via external reporting?

Risk Management functions alignment
Q.1.10 Coordination of risk functions (Risk Management, internal audit, internal control, environment, health and safety,
quality, compliance...)
Q.2.2 Relationship between Risk Management and Internal Audit functions
Q.2.3 To what extent does the Risk Manager cooperate with the other functions/departments?

V SOLORIBNS £l ERNST & YOUNG
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Risk governance (1/5)

Mandate of the Board, Audit and/or Risk Committee: a limited scope and a mandate to be clarified

% of answers

60% 1

50% -

40%

30%

20% -

10%

0%

.

10%

55%

23%

A Most advanced
A Least advanced

Emerging

Moderate

Mature

Advanced

1 Maturity

GRAPH CAPTION

Mandate of the Board, Audit and/or Risk Committee:

1)

Monitor the effectiveness of the Risk Management system

2) Monitor and ensure the compliance of Risk Management framework
with respect to standards/local regulations

3) Challenge the company’s risk appetite

4) Challenge the company’s Risk Management strategy

5) Challenge residual risk exposure and relevance of existing mitigation
actions

Emerging: no criteria included

Moderate: 1 or 2 criteria included

Mature: 3 or 4 criteria included

Advanced.: all criteria included

The mandate assigned to the Board, Audit and/or Risk Committee remains limited to specific areas (55%) or unclear (10%).

For 55% of the respondents, the mandate of the Board, Audit and/or Risk Committee remains limited to only one or two of the five issues highlighted in the survey.
Moreover, 10% of the respondents do not have a clear vision of the mandate assigned to the Board, Audit and/or Risk Committee.

Conversely, the mandate of the Board, Audit and/or Risk Committee appears appropriate (mandate extended to 3 or more topics highlighted by the survey)
for 35% of the respondents.

27
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Risk governance (2/5)

Risk Management interaction with "the Board": a close and regular relationship

% of answers GRAPH CAPTION
50% - A Most advanced 460/‘9 i
A Least advanced ° 499, Emerging Moderate Mature Advanced
40% - 37% No mechanism Interaction with Topic of Risk Risk
32% in place these Management Management
30% - to ensure Risk Committees dealt with at completely
®2010 Management on an as least on an embedded
O interaction with needed basis annual basis in reporting
20% 1 15% a0, 2012 the Board of to the Board
° Directors/
10% 4 7% 7% Supervisory
board/Audit
J Committee
0% - T T T 1 Maturity
Emerging Moderate Mature Advanced

Risk Management activity is globally interacted with “the Board” (79%) and Risk Management topic is generally formally
addressed by the board at least on an annual basis.

For 42% of respondents, the Risk Management topic is completely embedded in reporting to the Board.

Regarding this topic, the country of origin seems to keep a significant impact over the depth of the interaction between Risk Management and the Boards:
Countries with strong Risk Management legislation track record as UK (52% with advanced practices) and Germany (55%) benefit from better interaction levels.

The survey also highlights that in some sectors of activities such as automotive (56%) and banks/financial institutions/asset management/insurance (72%), Risk
Management appears to be completely embedded in reporting to the Board.

Please note that 2012 results are in line with the 2010 survey, no significant evolution has been observed.
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Risk governance (3/5)

Risk Management reporting: increasing reporting at Top Management level

% of answers GRAPH CAPTION
60% - A Most advanced ‘® Emerging Moderate Mature/Advanced
A Least advanced 53% . |
Reports to other Reports to CFO, Reports to Audit (and/or risk)
50% 7 45% function or General Committee, Board of Directors/
0%  40% department counsel/Head of Supervisory Board,
40% - ° ’ Legal CEO/Managing Director or General/
e Department, Company secretary
Head of Internal
30% 2010 Audit
2012
20% - 15%
10% - 7%
0% - T T 1 Maturity

Emerging Moderate Mature/Advanced

Risk Management function globally reports at Top Management level (93%), but reporting at CFO level (36%) still remains
widespread among certain countries such as ltaly (59%), Germany (55%) and UK (41%).

This trend is not observed in France and Benelux where the Risk Management function mostly reports to CEO/Managing Director.

The survey highlights that more mature reporting practices have been in place since 2010 (53% vs. 45%). The Head of Risk Management reports increasingly to Top
Management.
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Risk governance (4/5)

Risk Management system independent assessment: towards a growing involvement of Internal Audit

% of answers

60% - A Vost advanced
51% A Least advanced
50% A
39%
40% 1 36% A%
30% - 25% 27% E2010
22%
20% A e 2012
10% -
0% - 1 Maturity
Emerging Moderate/Mature Advanced

Emerging

No independent
assurance
provided by the
Internal Audit

GRAPH CAPTION
Moderate/Mature
Partially independent assurance

provided in collaboration with others
parties

Advanced

Complete
independent
assurance
provided by
Internal Audit

Globally, Internal Audit is increasingly involved in the process of providing an independent assurance on the quality/efficiency
of the Risk Management system but its role could be strengthened.

Internal Audit is fully or partially involved in the Risk Management system assessment for 78% of the respondents, which shows a clear increase compared to 2010

(61%).

Listed companies present an overall stronger assurance independence of internal audit department over Risk Management system than non-listed companies (75%

vs. 68%).

This highlights the fact that the EU 8™ Directive strengthens the role of internal audit and provides more independent assurance on the Risk Management system.
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2. Maturity of Risk Management practices

Risk governance (5/5)

Advanced practices: zoom by country

% of answers

70%

60% @

50%

42%

40%
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20%

12%
10%
0% A : . :
Mandate of the Board Audit and/or Interaction with the Board Risk Management reporting Risk Management system
Risk Committee independent assurance by internal

-10% audit
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Risk practices and tools (1/4)

Risk mapping exercise: a standard within European companies

% of answers GRAPH CAPTION
A Most advanced ‘@ Emerging Moderate Mature Advanced
70% - A Least advanced - - : ' i
s0%% 62% No risk mapping Partlal approa_ch Approach in Approach in
° approach in in place (certain place place from
60% - . .
place yet business units/ at global corporate level
. areas, risks...) corporate level down to
50% 1 O (strategic, divisions
financial and and business
40% - operational) units
m2010
30% - 2012
20% - 17% 16% 17% 17%
0% J ; T T 1 Maturity
Emerging Moderate Mature Advanced

Risk mapping exercise is now considered as a Risk Management standard within European companies.
79% of the companies perform a risk mapping exercise at global (62%) or corporate (17%) levels.

The exercise is more widely performed from corporate level down to divisions and business units in listed companies (64%) rather than in not listed companies
(58%).

drcRrvA L, HERNSTAYOUNG

32 October 2012 = ot Incollaborationwith =t Quality I Everything We Do



Risks assessment and quantification:
basic assessment methodology in place but advanced quantification tools still poorly used (1/2)

% of answers

60%

40%

20%

0%

33

A Most advanced

46%

24% 25%

A

4%

T T T 1 Maturity
Emerging Moderate Mature Advanced

B Risk assessment workshops

Internal and/or external databases
(incidents, losses, ...)

Value at Risk simulation model (Monte
Carlo, others)

B Scenario simulation models

B Stochastic aggregation models of BU-
level risk mappings

Benchmarking

21% 44%

October 2012

Risk practices and tools (2/4)

GRAPH CAPTION

The main risk measurement approaches are:

1)  Risk assessment workshops

2) Internal or external databases (incident, losses...)

3)  Value at risk simulation models (Monte Carlo, others...)

4)  Scenario simulation models

5)  Stochastic aggregation models of B.U (business unit)/ level risks mapping
6) Benchmarking

Emerging: use of 1 main risk measurement approach above
Moderate: use of 2 main risk measurement approaches above
Mature: use of 3 or 4 main risk measurement approaches above
Advanced.: use of 5 or 6 main risk measurement approaches above

Risk assessment workshops are now used by 60% of European companies, a slight decline
compared to 2010 when 66% of the respondents reported using this approach.

This trend is followed by all industries except automotive sector which considers databases (71%)
as primary tool to manage risks.

Results also reveal that only a few countries (ltaly, Russia, Spain) are building their risk approach
based on databases.

Benchmarking is moderately used, especially in ltaly (36%), Germany (33%) and UK (33%).

Advanced quantification is still poorly used among major European countries (UK, Germany,
France, Benelux):
Stochastic aggregation models of B.U - level risk mappings used by only 11% of the
companies.
Value at risk simulation models used by less than 25% of the companies.

No significant variance is observed between 2010 and 2012 risk measure and quantification
approaches.
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Risk practices and tools (3/4)

Decision making process: risk analysis and major corporate decisions are not yet fully embedded

% of answers GRAPH CAPTION
40% - 38% A Most advanced
35% A Least advanced Six categories of strategic decisions identified:
31% ‘e 1) Maijor projects
30% 1 279 28% 2) Strategic planning
24% 3) Investment decisions
4) Contracts/bids
20% 1 2010 5) Acquisitions/transfers decisions
2012 6) Budget decisions
10%
19% 7 % O Emerging: risk analysis and decision making are linked for O or 1 criteria
Moderate: risk analysis and decision making are linked for 2 or 3 criteria
0% A . . . " Maturity Mature: risk analysis and decision making are linked for 4 or 5 criteria
Emerging Moderate Mature Advanced Advanced: risk analysis and decision making are linked for the 6 criteria

Major corporate decisions do not systematically include a specific risk analysis.

66% of the companies do not systematically perform a risk analysis (emerging and moderate levels) prior to major Corporate decisions.
Conversely, more than a third of the studied companies (34%) perform a risk analysis prior to most of their major Corporate decisions.
Risk analyses are mainly performed for majors projects (66%) and investment decisions (46%).

Germany presents an advanced maturity more than 50% of respondents perform risk analyses for 5 out of the 6 categories of strategic decisions presented above.
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2. Maturity of Risk Management practices

Risk practices and tools (4/4)

Advanced practices: zoom by country

% of answers
70%

60%

50%

40%

30%

20%

10%

0%
Risk mapping Risk assessment and quantification Risk analysis linked to decision making process

. CORPORATE E] NG
g F E B‘,,MMA__" In collaboration with .SOLUTIONS and ErnsT & You

35 October2012 = e redefining / standards Quality In Everything We Do




Risk reporting and communication (1/4)

Risk Management role and activities: a clear definition through Risk Management policies or charters

% of

80% 1

60%

40% -

20%

answers
A Most advanced
A Least advanced
20% 19%

0%

.

Emerging Moderate/Mature

1 Maturity

Advanced

Has your company or group defined and communicated a formal Risk
Management policy or charter?

% of answers
80% 1
62% 9%
0, 4
o0% =2010
40% - 2012
21%  19% 17% 19%
20% A
B me -
0% T T )
Yes No, but it is currently No No opinion / Don't know
being prepared
36  October 2012

GRAPH CAPTION

Emerging Moderate/Mature Advanced
No Risk A Risk Management policy is A formal Risk
Management currently being prepared Management
policy or charter policy or charter
has been has been
defined defined and

communicated

The role of Risk Management is now clearly defined, or in the
process of being defined in most of the European companies.

78% of the respondents have defined (59%) or are currently in the process
of defining (19%) a Risk Management policy or charter.

This practice is now widespread among both listed and not listed companies
and no significant variation can be observed since 2010 (from 62% in 2010
to 59% in 2012).

Results demonstrate that the bigger the company, the more formal Risk Management
documentation (73% for companies with more than 50,000 employees vs. 39% for those
with less than 500 employees).

More than 75% of respondents from Finland, Germany, Russia, Sweden and
Switzerland have a defined and communicated Risk Management documentation.

: CORPORATE Sl ERNST & YOUN
g FERMA In collaboration with and ST&YOUNG

Quality In Everything We Do

Federation of European

‘‘‘‘‘‘ anagement Associaions redefining / standards



Risk reporting and communication (2/4)

Board use and perception of risk information: towards an embedded mechanism

% of answers

50% 1
40% -
30% A
20%

10%

| .

0%

A Most advanced
A Least advanced

7%

18%

44%

10

31%

AQ)

Emerging

% of answers

60% 1

50% -

40% -

30%

20% -

10%

0%
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Moderate

Mature

Advanced

Zoom country — Advanced practices

55%

1 Maturity

43%
34%
21%
1%
France Italy UK Benelux German
October 2012

GRAPH CAPTION

Emerging Moderate Mature
No mechanism Risk The reported
in place to Management risk information
ensure risk topic dealt with is considered
information on an as- at least on an
review by the needed basis annual basis
Board

Advanced

Complete
embedding

of Risk
Management in
decision making
at Board level

Boards have a regular use and a growing interest for risk

information.

Risk Management is now completely embedded in board decision making
(31%) or the topic of Risk Management dealt at least on an annual basis (44%)

In Germany, Risk Management is completely embedded in decision-making

at the Board at 55% (vs 10% in France and 16% in Italy)

Moreover, risk information can also be asked on an as needed basis for 18%

of the respondents.

Conversely, for 7% of the respondents, the Board does not perform any

detailed review of the Risk Management information.
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Risk reporting and communication (3/4)

External risk communication: room for the development of a systematic communication

% of answers GRAPH CAPTION
Emerging Moderate/Mature Advanced
50%
44% A Most advanced Qommunication Com_mun_ication carried out on _major Com_munication
A Loast advanced is m|n|mgl or specific risks f:_:lced by companies, pro_\/lded fo_r_
40% 36% only carried out but does not disclose detailed major specific
on general or information risks as well as
generic risks assessment
30% - A of the sector of their
@ importance and
20% management

20% -

AL)

10% -

0% - T T 1 Maturity
Emerging Moderate/Mature Advanced

Risk external reporting remains very diverse from one company to another and encompasses a large array of practices.

64% of the companies (moderate/mature and advanced practices) communicate at least about major specific risks faced by the companies, whereas 36%,
still deal with a very limited level of external communication, if not minimal or inexistent communication.

Risk communication tends to be more integrated with external reporting, as the 2010 survey results disclosed that 50% of companies were carrying out minimal
communication or only on general or generic risks of the sector whereas this amount is only 36% in 2012.
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2. Maturity of Risk Management practices

Risk reporting and communication(4/4)

Advanced practices: zoom by country

% of answers

90% ‘

80%

70%

60%
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10%
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Definition/Communication of Risk Management Board use of risk information External risk communication
role and activities
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Coordination between risk functions: basic coordination in place but still incomplete

% of answers

70%
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50%

40%
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16%
13%

A Most advanced

64% A Least advanced
61%
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Emerging

Maturity

Moderate/Mature Advanced

Emerging

Risk functions
(risk
management,
internal audit,
internal control,
environment,
health and
safety,

quality,
compliance...)
are working
independently

Risk Management functions alignment (1/4)

GRAPH CAPTION
Moderate/Mature

Some coordination exists between
the different risk functions

Advanced

Full risk
functions
coordination
in place

The different risk functions are no longer working “in silos”, however their level of coordination remains limited.

A minimum level of coordination of the different risk functions is now largely widespread (64%). However, if the different risk functions do not work “in silos” any more
(only 13%), a full coordination of the different risk functions appears more as a best practice (22%) than a “usual standard”.

This trend is observed among all industries and is not correlated with the size of the company.
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Risk Management functions alignment (2/4)

Risk Management and Internal Audit functions: a growing relationship but still too limited synergies

% of answers GRAPH CAPTION
50% 1 A Most advanced Emerging Moderate Mature Advanced
A Least advanced
41% No particular Mutual reporting Coordination Very close
40% A relationship — coordination/ and cooperation relationship
’ 36% between Risk cooperation on on the audit between the two
Management a limited basis plan functions
and Internal
30% 27% A U Audit functions
249% o’ - and/or separate
23% 2010 reporting lines
20%
20% 17% 2012

- G

10%

0% - T T T ' Maturity
Emerging Moderate Mature Advanced

A minimum level of coordination between the two functions is now in place for most of the European companies.
A minimum level of coordination between Risk Management and Internal Audit functions is now in place for 59% of the respondents.

However, there is still no particular relationship between the two functions for more than a third of the respondents (41%) which remains quite high.
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Risk Management functions alignment (3/4)

Relations between Risk Management and other functions: coordinated but not integrated (1/2)

o,
% of answers A Most advanced

A Least advanced

Emerging/Moderate
80% 1
No or limited integration of Risk
59% Management with other
60% - functions

40% - Ae

23%
18%
20% -
0% ! ! ' Maturity
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GRAPH CAPTION
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Risk Management works closely with other departments but integration is not systematic.

Only 18% of the respondents consider there is a very close integration of Risk Management with other functions but overall Risk Management is closely cooperating

with other functions (59%).

Satisfactory levels of interactions are observed functions such as Ethics/Compliance, Treasury/Finance, Internal Audit/Internal Control, Business Continuity, Legal,
Insurance Management with more than 50% of respondents having mature and advanced integration criteria.

Risk Management is closely integrated with Insurance Management (61%) whereas has low level of relationship with departments such as Investor Relations,

Sustainable development and Merger & Acquisitions (see next slide).
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Risk Management functions alignment (3/4)

Relations between Risk Management and other functions: coordinated but not integrated (2/2)

43
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2. Maturity of Risk Management practices

Risk Management functions alignment (4/4)

Advanced practices: zoom by country

% of answers
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Coordination between risk functions Relationship between Risk Management & Cooperation between Risk Management & other
Internal Audit functions functions
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Synthesis: results by category and level of maturity

Company breakdown by category and level of maturity

Advanced

Risk Governance

27%

Mandate of the board audit and/or risk committee
Interaction with the Board
Risk Management reporting

Risk Management system independent assurance

Risk Practices and Tools

12%

37% 42%

27%

Risk mapping exercise
Risks assessment and quantification

Decision making process

Risk Reporting and Communication

25%

4%
10%

Risk Management role and activities
Board use and perception of risk information

External risk communication

Risk Management Functions Alignment

20%

21%

Coordination between risk functions
Risk Management and Internal Audit functions relationships

Risk Management cooperation with other functions
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Introduction

Objectives
Classify risk importance and define risk appetite for 25 generic risks

|dentify Top 5 risks

Methodology

The respondents were required to classify risk importance and define risk appetite for 25 generic
risk areas identified in the five most important areas of their organisation:

Strategic and corporate governance
Financial risks

External risks

Operational risks

Compliance and ethics

Based on their responses, companies were then classified into four risk appetite categories:

Risk taker zone/High impact risks
Risk taker zone/Low impact risks
No tolerance zone/High impact risks
No tolerance zone/Low impact risks
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Risk priorities

What are the main risks perceived by the respondents?

Comparing the risk importance assessment
between 2010 and 2012, we note that only
one change occurred in the Top 5 risks.
That is the risk linked to “Production, quality,
cost cutting”, ranked 4™ in 2010, has been
replaced by the risk linked to reputation
(social media, communication)

in 2012.

Results also reveal that market risks are
becoming more important for respondents
(15% between 2010 and 2012).

However, four risks are assessed as
significantly less important:
Social, economical issues (-13%).
Production, quality, cost cutting (-8%).
Product design, safety and liability (-8%).
Compliance, legislation, policy,
regulations (-8%).

Compared to 2010, risk appetite is quite
similar for each risk except for the “supply
chain/business continuity” risk for which risk
appetite is stronger in 2012 than in 2010.

48 October 2012

Risk importance

2012 2010 Variation
Competition, clients, partnerships, market strategy, market 53% 53% 0%
Compliance, legislation, policy, regulations (national and international) 37% 45%
Financial: interest rate & foreign exchange, debt, cash flow, sovereign debt 36% 31% 5%
Reputation (social media, communication) 33% New 2012 New 2012
Planning and execution 29% 33% -4%
Market risks (commodity price shocks, real estate market volatility) 29% 14%,
Supply chain, business continuity 26% 31% -5%
Production, quality, cost cutting 24% 32% -8%
Human resources/key people, social security (labour) 21% 15% 6%
Political, expansion of government's role 21% New 2012 New 2012
IT/IS/data 20% 23% -3%
Safety, health and security 19% 22% -3%
Corporate governance 17% 20% -3%
Assets (buildings, equipment) 17% 24% -T%
Ethics, corporate social responsibility, fraud 17% 17% 0%
Social, economical issues 16% 30%
Environment, sustainable development, climate change 13% 16% -3%
Product design, safety and liability 12% 20%
Access to credit 1% 17% -6%
Treasury 10% 7% 3%
Internal control 10% 11% 1%
Liability(ies) of the company or corporate directors and officers 9% 12% -3%
Civil, general, professional, criminal or cyber criminality 7% 10% -3%
Dynamics, M&A 6% 9% 2%
Assets (cash, intellectual property) 5% 9% -4%

[ Top 5 risks in 2012 RMA SORRORATE 5 FRNST & YOUNG
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Companies’ risk appetite relies on risk
category rather than risk significance.

Our analysis reveals that companies’
definition of risk appetite (e.g. “zero tolerance”
stance vs. “risk taker” position) only partly
depends on their assessment of the
significance of each risk.

In fact, a closer analysis of the results shows
that the declared risk appetite is mostly
triggered by the risk category, rather than
the risk assessment.

Consequently, it appears that companies
mainly adopt risk-taking strategies when
it comes to external risks (competition &
market, political, market risks, M&A),

or, especially for complex companies,
for planning and execution decisions.

Conversely, companies appear to be totally
averse to risks for regulatory and safety
issues (risks related to compliance, ethics,
fraud, internal control, corporate governance,
health and safety), treasury and reputation.

Compared to 2010, risk appetite for
operational seems to be stronger than that in
2012 especially for the “supply chain,
business continuity” risk.
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Introduction

Objective

- lllustrate the correlation between the level of risk maturity of a company and its performance

Methodology

Assessment of the performance of the studied companies based on EBITDA* Growth rate over

the last 5 years: negative; between 0 and 5%; between 5.1% and 10%; between 10.1% and 20%;
more than 20%

Based on the multi criteria analysis performed in Section 2, definition of four levels of risk maturity
by company:

-~ Emerging

—~  Moderate

- Mature

— Advanced

Cross analysis between the level of maturity by risk category (risk governance, risk practices
and tools, risk reporting and communication, Risk Management functions alignment)
and companies’ performance (assessed through EBITDA growth over the last 5 years)

* Earnings Before Interest, Taxes, Depreciation, and Amortisation
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Link between Risk Management maturity and
performance (EBITDA growth rate 1/2)

30%

®More than 10% of EBITDA growth

25% -
i 20% A

" Between 0 and 5%

22%

B Between 5.1% and 10% 15% A

Between 10.1% and 20%
D 28% 9 20%

B No opinion / Don't know

5% -

0% -

10% -

0% 20% 40% 60% 80% 100% Advanced Mature Moderate Emerging

Companies with more mature Risk Management practices seem to generate the highest growth in EBITDA.

The study reveals that companies with advanced Risk Management practices generate a stronger EBITDA growth (over the last five years). Indeed, 28% of
companies with advanced practices have a growth over 10% whereas only 16% of companies with emerging practices present such a growth.

Moreover, among companies with an EBITDA growth over 20%, 74% have mature or advanced Risk Management practices.

Further investigations reveal the most discriminating risk criteria are risk practices and tools with 32% of companies with advanced criteria presenting a growth over
10% (vs. 10% for companies with emerging practices) and risk reporting and communication (26% vs. 6%).

The impacts of Risk Management functions alignment (28% vs. 13%) and risk governance (24% vs. 18%) over EBITDA growth are more limited.
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Link between Risk Management maturity and
performance (EBITDA growth rate 2/2)

7 Risk governance : Risk practices and tools
1 Negative 1 Negative
_ B Between 5.1% and 10% i B Between 5.1% and 10%
B 10.19 209 Bet 10.1% and 20%
More than 20% More than 20%
B No opinion / Don't know B No opinion / Don't know
Emerging 18% 27% 9% @ @ 27% Emerging 5%  “V 21% % e 42%
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
- Risk reporting and communication 1 Risk management functions alignment
— = . [©
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Moderate |[7% 28% 28% 9% 12% Moderate 4% 31% 25% 13% 7% 21%
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Insurance market and management:
back to basics
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Introduction

Objective
Evolution of the insurance market
Risk manager’s expectations
Extend to which insurance supports overall risk management

* Earnings Before Interest, Taxes, Depreciation, and Amortisation
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A long term solution for a long term problem

Which of the following changes to your insurance programme will you consider as a result

of the current financial and economic climate?
Basis: N=491
In the current economic climate: Strengthen loss prevention activity 57%

o . Negotiating long term agreement or roll over
Majority of respondents are planning

to strengthen their loss prevention Selection of more robust insurers
activity rather than increasing their use
of insurance. Implementation or optimisation of captive facilities

Acceleration of claims settlement process to improve cash flow
!_ong term agreer?ent 9r roll over Increase in traditional risk transfer (capacity and/or scope of
is favoured by 40% of insureds. coverage)

Decrease in traditional risk transfer (capacity and/or scope of
coverage)

Captive facilities seen as an efficient
use of capital. None 1%

Purchase of credit insurance | NN 10%

No opinion / Don't know 4%

MUbDe ehoice) 0%  10%  20%  30%  40%  50%  60%

Risk Managers are taking a more long term view of the financial crisis.

Level of action has increased: very few will do nothing.

V SOLUTIONS £l ERnST & YOUNG
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Improve efficiency but don’t forget innovation

Which of the following areas should insurers prioritise for improvement?

Basis: N=491

43% of respondents are demanding Efficiency in claims settlement process 43%
improved efficiency in claims Tailor-made policy wording
settlement process (not only to

generate cash but to preserve market

share/brand reputation). Design of global programme

International reporting (premiums and/or claims)

New insurance coverage 30%
28%
23% 53%

22% 040% U 13%
22%

21%

Insurers are also reminded not to Consistent compliance approach
forget innovation: strong expectations
regarding tailor-made policy wording

and new insurance coverage . Setting up of a Service Level Agreement between insurer and client

Claims benchmarking/analysis

Capacity increase
Capacity and geographical breadth
not seen as an issue.

Expansion of territorial coverage
Other 2%

4%

No opinion/Don't know

0% 10% 20% 30% 40% 50%
(Multiple choice)

The top answer reminds us the ultimate purpose of Insurance: claims settlement.

More than ever insureds need to be efficiently supported in times of crisis following a claim.

V SOLOTIBNE £l ERNST & YOUNG
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Knowledge is key for both insurers and clients

Is the risk properly identified/mapped?
Is the risk adequately insured?

Brand reputat!qn and cyber: _the least 90% - B The risk is properly identified/mapped The risk is adequately insured
mapped/identified and least insured 0

. o/ | 79% 77% 78%

risks. 80% 74%

Main hurdles to availability of 0% - 69%

coverage: increased complexity of 60% 63%

risks 60% - 55% 55% 54%

-> inadequate information. 500 246% 47%
Varying results across Europe:

Cyber risks: adequately insured 40% -
for 50% of Italian vs 6% of German

respondents. 30% - 25%

!Environmental coverage: adequately 20% - 18%
insured for 94% of German vs 47%
of English respondents. 10% -
63% believe that brand reputation

is not properly insured: but can brand 0% - ' ' ' ' '

: - EPL Fraud Supply chain Cyber Credit Brand

reputation ever be fully insurable? Reputation

Arisk which is adequately identified/mapped doesn’t mean that it is adequately insured: the Risk Manager has either made an informed « cost/
benefit » decision or the coverage is not available.

. CORPORATE E]
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5. Insurance market and management: back to basics

A squeeze on consultants

Who is your preferred partner in respect of the following risk engineering services?

Health and safety 62% 9% 8% 1% 5% 8%
Public and product liability 22% 23% 4% 1% 8% 4%
Environmental liability 27% 16% 14% 1% 9% 8%
Fire safety and prevention 33% 34%
Motor fleet management 25% 19% 7% 6% 10% 9%
Marine 11% 21% 3% 2% 15% 16%
Construction 19% 21% 7% 1% 11% 10%
Natural catastrophes 9% 31% 7% 2% 12% 9%
O‘I’/o 20I% 4(;% 60I% 80I% 106%
B Dedicated internal team = Brokers Insurers ® Consultants H Other | have no partners " No opinion / Don't know

More services are carried out in-house, at the expense of external consultants.
Results still in line with historic trends despite increasing focus on loss prevention by Risk Managers.

A surprising number of respondents have no risk engineering partners.

. CORPORATE =
FERMA | collaboration with sototions  , EIERNST&YOUNG
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1 in 4 not sufficiently informed

How extensive is your knowledge of the total remuneration your broker receives
(from all parties) in relation to the business you transact with them?

Basis: N=491

Majority of respondents remain fairly
knowledgeable regarding broker
remuneration.
However almost one quarter of all ® Complete
respondents have inadequate
knowledge, an increase of 6% Good
vs. 2010.

34% Moderate
UK more satisfied with their level B Poor
of knowledge (82% vs. 70%).

ENone
(o)
6% of respondents do not use a Do not use a broker
broker.
Assuming that 100% transparency in the level of broker’s remuneration should be the aim of the industry, there remains work to be done.
‘ : CORPORATE E
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Volatility and the effect of regulation

Identify the top 3 issues that you believe are likely in the next two years to have the greatest
effect on insurance terms and conditions:

Basis: N=491
81%
Natural catastrophe claims 51%
Claims trends (both nat cat, and . o . 62%
oo . Solvency Il — potential impact on availability of insurance capacity 49%
liability) and Solvency Il most likely and cost o

to have the greatest effect on the

insurance market. Increase in liability claims

O 62%
Compliance

For 42% of respondents the

arrangement and purchase of Downgrading of insurance players

insurance programme might change

in order to comply with evolving laws

and regulations worldwide.

Change in environmental regulations

Solvency Il — potential impact on captives

=P = 41% of those

who own a captive
regard solvency Il as
a major concern

Collective redress/class actions 13%

Terrorism 7%

No opinion/Don't know 6%

0% 10% 20% 30% 40% 50% 60%
(Multiple choice)

More claims volatility =» more capital required under Solvency Il @ Changes in conditions?

V — CORPORATE Zll ERNST & YOUNG
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Perception is not reality

With respect to contract certainty have you On average, at last renewal, when were
experienced any improvement in the issuing your policy documents issued in relation
of policy documents? to the policy inception date?
Master policy issuing
40% 36% 349% ,, 4%
Master policy issui 39% 20% o 20% 1ge
aster policy issuing o o 0% 5% 15% 18/
10%
i 0% -
Before mceptlon date Within one month Within 3 months Over 3 months
Local policy issuin
Local policy(ies) issuing 48% 229 0% policy 8ogA) 0% ®2010 2012
40% 30% 570
30% 27/ 23% 23%
o e aow ok 0% go | R
OD 00 00 OD OD 00 10(%)
HYes No No opinion/Don't know 0% - . .
Before inception date Within one month Within 3 months Over 3 months

After 1 month of inception: 49% and 37% of master and local policies respectively have been issued.
Despite perception there has been no real improvement in the speed of policy issue since 2010.

Speed of policy issue should be a factor of differentiation. However not an area of concern for a majority of respondents (increasing number
of « no opinion/don’t know »).

i -cRMA oy PASSREORTE | sEansTaYoUNG
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Local capability is essential

In your experience, what are the 2 main aspects of a global programme that exert greatest
influence toward ensuring overseas subsidiaries provide full support to a global programme?
Basis: N=491
Certainty that full support will be provided locally by brokers and

Full local support by brokers and insurers representatives (administrative and claims handling)
insurers viewed most important factor.

|

49%

Competitive terms and conditions under local integrated policies 40%

Importance of efficient internal
communication to promote the

Efficient internal Risk Management communication (group insurance _ O 0
programme. website, road shows, training etc...) 34% 52 /0

International insurance prlogramme Access to master terms and conditions
cannot neglect local requirements.

. . i i 259 o
Sharing of roles between insurers/ Active support of your Board towards Risk Management strategy _ 5% U 40%

brokers and risk managers will

facilitate local SUbSIdlary buy'm' Flexibility on premium allocation _ 18%

0% 10% 20% 30% 40% 50% 60%

(Multiple choice)

The top answer emphasizes the importance of considered and careful selection of reliable and efficient network partners.

The influence of the Board is not valued a lot except in France (40% vs 25%).

. CORPORATE E]
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Motor stands alone

In your opinion what is usually the most efficient international insurance structure
for the following risks?

e 2 -
Directors and officers 41% 18%
Environmental liability - 1% 25%
Erfors and Omissions 38% 21%
_Fm 15% 20%

0% 20% 40% 60% 80% 100%

B Master policy only, granting coverage on a non-admitted basis for international operations Master policy and local policies in selected countries
Master policy and local policies in all countries where the insured is present B | ocal standalone policies only

Except for motor, the market is moving quickly towards international programmes with a preference for a « master policy supported by local policies
in selected countries ».

Biggest change over the years: D&O and environment .

Main incentives: search for certainty and compliance.

g EJERNST&YOUNG
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A captive audience...
and a ticking clock.

Do you own a captive? Is your captive compliant under Solvency I1?
70% 5%
60% - YES 58% NO Pillar 1 - Quantitative requirements 27%
0
% 63% 54%

50% - 46%

42%
40% - Pillar 2 — Qualitative requirement 15% 30%
30% - |

a0, §326%
20% Pillar 3 — Disclosure and :reznusifear;znnig 49% 17% 349,
10% -
0% ZOI% 40'% 60I% SOI% 10'0%
0% 1 T T T T 1
2010 2012 2010 2012 ®Yes No No opinion / Don’t know

Increase of 4% of respondent’s organisations owning a captive (from 42% in 2010 to 46% in 2012).

The majority of respondents have captives located in the European Economic Area. Greater degree of confidence regarding readiness for pillar
1 compared to pillar 3 (more recent). Varying results across countries.

A great deal of work remains to be done prior to the introduction of Solvency II.

ik V SOROTIENE £l ERNST & YOUNG
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Country

France
United Kingdom
Benelux
Italy

Swden
Germany
Turkey
Denmark
Poland
Switzerland
Finland
Spain

Malta
Norway
Russia
Slovenia
Portugal
Azebaijan

Czech Republic

I Basis: N=809

20.1%

0%

20% 25%

0.1 - In which country is the head office of your I Basis: N=782
company's parent company located?

France 18.2%
UK
Germany
Netherlands
Italy
Belgium
Sweden
Turkey
Switzerland
Denmark
Poland
Finland
Spain

Malta
Norway
USA

Russia
Portugal
Slovenia
Luxembourg
Czech Republic
Other 2.7%

0% 5% 10% 15% 20%

67 October 2012
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0.2 - Within your organisation, are you part of the: . Basis: N=609

“ Corporate/headquarters “Divisional/regional headquarters

B Subsidiary/country

0.3 - What is your primary position? I Basis: N=809

Risk and Insurance Manager —-5%

Insurance Manager |2 8%

Chief Risk Officer | 5.6%

Head of Internal Audit - 4.2%

Chief Executive Officer/Managing Director - 4.0%
Chief Financial Officer -. 1.5%
Head of Treasury -. 1.4%

Legal Counsel/Head of Legal Department I0.7%

General/Company Secretary I 0.5%

President, Chairman I 0.5%

Other — 152%

0% 5% 10% 15%  20%  25%
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Basis: N=809

0.4 - What are your responsibilities in Risk

Management in your company or group?

Insurance Management

66.1%

05- Basis: N=809

Over the past two years, how has the
Risk Management in your company or
group been influenced by the recent

financial and economic situation?

Implementing a Risk Management system 52.0%

Producing and analysing risk reporting 45.7%

Setting the strategy for Risk Management 43.0%

Facilitating Risk Management training 34.7%
Auditing the Risk Management system 15.8%

None of the above 3.7%

0% 20% 40% 60% 80%
(Multiple choice)

Basis: N=809

0.6 - What is your company's main

sector of activity?

Other industry/manufacturing | 20.3%
14.6%

11.9%

Energy/utilities |
Banks, financial institutions, asset
Consumer products 8.3%
Technology/telecommunications 7.8%
Services 6.8%
Transportation/logistics | 6.7%
Public sector or social profit 4.0%
Pharmaceuticals/life sciences | 3.6%
Automotive 3.3%
Media and entertainment 1.4%
Other

11.5%
0% 5% 10% 15% 20% 25%

69 October 2012

An increased risk reporting to Executive/Audit
Committees

Modification of the Risk governance or the
Risk Management mandate (risks areas,

No influence

An increased allocation of resources (financial,
human, technical...) to Risk Management

An increased external risk communication

No opinion/Don't know

46.0%

34.1%

22.4%

221%

22.0%

6.8%

0%

0.7.1 - Is your company's turnover:

Between € 2 billion and 10 billion
More than € 10 billion

Between € 600 million and less than € 2 billion

Between € 100 million and less than € 600
million

Less than € 100 million

No opinion/Don't know

10% 20% 30% 40% 50%

Basis: N=809

29.5%

24.6%

17.4%

15.6%

8.0%

4.8%

0%

g F ER‘,M'?} In collaboration with
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0.7.2 - Is your company's turnover: . Basis: N=609 0.7.3 - Growth rate (EBITDA) over the last 5 years: | Basis: N=609
Between €5,000 and €50,000 — 39% Between 0 and 5% 28%
Between 5.1% and 10%
Between €500 and €4,999 || 29%
T Between 10.1% and 20%
More than €50,000 | 20%
] More than 20%
Less than €500 1%
Negative
No opinion/Don't know || 1% No opinion/Don't know 23%
0% 10% 20% 30% 40% 50% 0% 5% 10% 15% 20% 25% 30%
0.7.4 - Growth rate (revenue) over the last 5 years: . Basis: N=609 0.7.5 - Number of countries in which your | Basis: N=609
company operates either for production
or distribution purposes:
Between 0 and 5% 30% Over 20 countries 45%
0, 0,
Between 5.1% and 10% 6 10 20 countries
No opinion/Don't know
1 country
More than 20%
2 to 5 countries
Between 10.1% and 20%
Negative No opinion/Don't know
0% 10% 20% 30% 40% 0% 10% 20% 30% 40% 50%

. CORPORATE E]
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0.8 -

Is your company or group listed on

the stock market?

1%

I Basis: N=809
(Multiple choice)

Yes
ENo

No opinion/Don't know

0.10 - If you have a specific qualification in . Basis: N=609
Risk Management, where is it from?
University 16.9%
A national association 11.0%
Business school 10.3%
ARM 6.1%
IRM 5.8%
None 57.6%
0% 10% 20% 30% 40% 50% 60%
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0.9 -

Are you a member of one of the following

Risk Management associations?

I Basis: N=809

AMRAE, France P 18.7%
No / No opinion / Don't know _| - 130%
NARIM, Netherlands | 67800/6/0 ’
SWERMA, Sweden o 075.9% ’
DVS, Germany | 445%% ’
SIRM, Switzerland | 333;5// ’
FINNRIMA, Finland _ , Zg}.i%"

NORIMA, Norway | 1%&;%"

RUSRISK, Russia _ 1123;2

SI.RISK, Slovenia | 11.12;;4)"

APOGERIS, Portugal | 83//’
ASPAR CZ, Czech Republic 1= 0.4% . . . .
0% 5% 10% 15% 20%

0.11 - How much experience in Risk I Basis: N=809

Management have you had?

15%
Less than 3 years
EBetween 3 and 10 years
45%
More than 10 years
CORPORATE
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1.1-
Management report?

Chief Financial Officer

Chief Executive Officer/Managing Director
Board of Directors/Supervisory Board

Audit (and/or Risk) Committee

General Counsel/Head of Legal Department
General/Company Secretary

Head of Internal Audit

Head of Treasury

Chief Operating Officer

No opinion/Don't know

To whom does the Head of Risk

Basis: N=429

36%
23%
18%
14%
9%

5%

5%
4%
3%
4%

0%

1.3 -
and/or Risk Committee(s)?

Monitor the effectiveness of the Risk
Management system

Challenge the company's Risk Management
strategy

Monitor/ensure compliance of Risk
Management framework with respect to

Challenge residual risk exposure and
relevance of existing mitigation actions

Challenge the company's risk appetite

None

What is the mandate of the Board/Audit

10% 20% 30% 40%

Basis: N=429

61%
40%
39%
38%
31%

10%

0%
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20% 40% 60% 80%

Basis: N=429

1.2 - How has the link between Risk

Management and your Board of
Directors/Supervisory Board/Audit
Committee been set up within your
company?

Risk Management is completely embedded in
reporting to the Board

41%
The topic of Risk Management is dealt with at
least on an annual basis

1t is dealt with on an as-needed basis (e.g.
included in important projects/investments
presentation)

EThere is no mechanism in place to ensure such
interaction

36%

No opinion / Don't know

1.4Bis - Are the following types of risks included Basis: N=429
within your company or group Risk
Management approach?
Strategic & Corporate Governance | 83% 17%
Financial | 93% 7%
External | 87% 13%
Operational | 97% 3%
Compliance & Ethics | 85% 15%
0% 260/0 4(;0/0 6(;% SOI% 106%
Yes No
£l ERNST & YOUNG
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1.4 -

Planning and execution

Strategic and

Corporate governance
Governance P 9

Reputation (social media, communication)

Financial: interest rate & foreign exchange, debt, cash flow, sovereign debt

. i Access to credit
Financial

Market risks (commodity price shocks, real estate market volatility)

Treasury

Political, expansion of government's role

Social, economical issues
External

Competition, clients, partnerships, market strategy, market

Dynamics, M&A

Assets (buildings, equipment)

Assets (cash, intellectual property)

Production, quality, cost cutting

. Product design, safety & liability

Operational _ _

Human resources/key people, social security (labour)

IT/IS/data

Safety, health & security

Supply chain, business continuity

Ethics, corporate social responsibility, fraud

Compliance, legislation, policy, regulations (national and international)

Compliance Internal control

and Ethics

Environment, sustainable development, climate change
Civil, general, professional, criminal or cyber criminality

Liability(ies) of the company or corporate directors & officers

73 October 2012

Please identify the 5 most important risk areas for your company or group:

29%
17%
33%
36%
1%
29%
10%
21%
16%

6%
17%
5%
24%
12%
21%
20%
19%
26%
17%

37%

10%
13%

7%
9%

Basis: N=429

53%

0%

g F ER M /e\ In collaboration with
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1.5 - What level of risk acceptability has your organisation defined (by risk categories)?

Planning and execution

Strategic and

Corporate governance
Governance P 9

Reputation (social media, communication)

Financial: interest rate & foreign exchange, debt, cash flow, sovereign debt

i i Access to credit
Financial _ o y

Market risks (commodity price shocks, real estate market volatility)

Treasury

Political, expansion of government's role
Social, economical issues

External o . )
Competition, clients, partnerships, market strategy, market

Dynamics, M&A

Assets (buildings, equipment)

Assets (cash, intellectual property)

Production, quality, cost cutting

i Product design, safety & liability
Operational ) )

Human resources/key people, social security (labour)

IT/IS/data

Safety, health & security

Supply chain, business continuity

Ethics, corporate social responsibility, fraud

Compliance, legislation, policy, regulations

Compliance Internal control
and Ethics Environment, sustainable development, climate change
Civil, general, professional, criminal or cyber criminality

Liability(ies) of the company or corporate directors & officers

I Basis: N=429

0% 20% 40% 60% 80%

H[ow EMedium High “No opinion / Don't know

100%

- CORPORATE
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1.6 - Has your company or group defined Basis: N=429 1.7 - In your opinion, what are the main Basis: N=429
and communicated a formal Risk external factors that triggered your
Management policy or charter? company or group to implement

a Risk Management strategy?

2% Legal, regulatory or compliance requirements 61%
Yes Clear requirement from shareholders 33%
Corporate social responsibility 1 31%
*No, butitis currently being prepared Catastrophic event: major crises, reaction to 1 26%
No Major insurance issues (cost, availability) 1 19%
Pressure from the market (e.g. competitors, 1 17%
— No opinion/Don’t know Analysts/rating agencies pressure 14%
No opinion/Don't know 7%
0% 2(;% 40I% 60I% 80I%
1.8 - In your opinion, what are the main Basis: N=429 1.8b - In your opinion, what are the main Basis: N=429
objectives of your company’s objectives of your company’s or group’s
or group’s Top Management with Board/Audit Committee with respect to
respect to Risk Management? Risk Management?
Provide a reasonable assurance that major risks are 76% Provide a reasonable assurance that major risks are 66%
Minimise operational surprises and losses 1 63% Minimise operational surprises and losses | 41%
Align risk appetite and strategy (integrate risk 1 36% Align risk appetite and strategy (integrate risk appetite 31%
Decrease the cost of risk ] 34% Enhance external reputation with investors and 1 26%
Enhance external reputation with investors and | 30% Secure investments/acquisitions/projects 1 23%
Secure investments/acquisitions/projects 1 27% Rationalise capital and improve predictability of 1 22%
Rationalise capital and improve predictability of 1 25% Decrease the cost of risk 1 22%
Provide integrated responses for interdependent | 17% Provide integrated responses for independent risks 1 15%
No opinion/Don't know 5% . . . . No opinion/Don't know 1 15%
0% 20% 40% 60% 80% 0% 20% 40% 60% 80%

V SOLOTIBNE £l ERNST & YOUNG
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1.9 - How is risk information currently | Basis: N=429
used by your Board?

Risk Management is completely
embedded in decision-making at the
Board

The reported risk information is
considered at least on an annual basis

1t is dealt with on an as-needed basis

EThere is no mechanism in place to

42% 29% ensure such a review
No opinion/Don't know
1.11 - Is your Internal Audit department | Basis: N=429

providing independent assurance on
your overall Risk Management system?

HYes totally
Yes, partially in collaboration
with other parties

®No

No opinion/Don't know

76 October 2012

1.10 - In your organisation, to what extent are | Basis: N=429

the various risk functions coordinated?

B Full coordination

Some coordination

63% " Totally working independently
(in silos)
No opinion/Don't know
1.12 - How does your company disclose . Basis: N=429

its risks via external reporting (annual
report, reference documents, etc.)?

= Communication is provided for major
specific risks as well as assessment
(details on impact and current risk
management
Communication is carried out for major
specific risks faced by your company or
group, but doesn't disclose detailed info

B Communication is minimal or only carried
out on general or generic risks of the

sector
39% No opinion/Don't know
: CORFORATE I ERNST & YOUNG
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1.13 - To what extent is the EU 8th Directive I Basis: N=429 1.13.1 - In your opinion, is sufficient time I Basis: N=429
(if applicable to your company or available on the Executive Committee
group) impacting your company’s Risk (or equivalent) agenda to present the
Management policy? results of Risk Management reviews?

Not applicable to my organisation
Closer Board involvement to monitor the
Limited impact, company was already meeting
Review/upgrading of risk management Yes
Creating/evolving Audit (or Risk) Committee " No
Definition of risk appetite/tolerance/limits
Review/upgrading of Internal Audit o
No opinion/Don't know 40% ’
0% 10%  20%  30%  40%  50%

1.13.2 - Is the Executive Committee (or equivalent) I Basis: N=429 1.13.3 - Has the Executive 1.13.3.b - Has this risk
informed of the major risks of the Committee defined appetite been
company or group at each level? the risk appetite of the approved by the

company? Board?
I Basis: N=429 I Basis: N=168

E Corporate level
= Division level

Both
“None

79%
Yes " No “'No opinion / Don't know
- CORPORATE =l
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1.13.4 - Are managers formally made responsible . Basis: N=429 1.13.5 - Is the Risk Management function | Basis: N=429
for managing each risk? incorporated into a "corporate

governance division" with internal control,

internal audit, ethics/compliance?

Yes Yes

= No ®No

“No opinion/Don't know " Partially (not with all functions)

71%

y ¢QRIORATE I FRNST & YOUNG
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2.1 - Which of the following potential organisations . Basis: N=480
most closely describes that of your company?

Insurance Risk Management
Management and Internal Audit
separate, 8% together, 4%

Internal Control
separate, 2%

Internal Audit
separate, 7%

All functions together
in a single
department, 9%

All functions separate
in four different
departments, 22%

Risk and Insurance
Management
together, 39%

—

Risk Management
and Internal Control
together, 8%

2.2 -
between Risk Management
and Internal Audit functions?

2%

What type of relationship is there

I Basis: N=480

ERisk Management reports to
Internal Audit

“Internal Audit reports to Risk
Management

Separate reporting lines

“ A very close relationship (sharing
of diagnostics, mutual influence)

¥ Coordination and cooperation on
the audit plan

B Coordination and cooperation exist
on a limited, informal basis

B There is no particular relationship

2.3-

Sustainability/Sustainable Development 21%
Ethics/Compliance 1%

Corporate Social Responsibility 18%
Supply Chain/Quality 1%

Business Continuity 6%

Internal Control/Internal Audit 8%

IT 13%

Treasury/Finance 8%

Investor Relations 33%

Mergers & Acquisitions 20%
Legal |3%
Insurance Management 5%

To what extent does the Risk Manager cooperate with the following functions/departments?

I Basis: N=480

0% 20%

40% 60%

100%

1 - No relationship n2 =3 B4 - Very close integration “N/A
\ CORPORATE £l ERNST & YOUNG
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2.4 - As part of your Risk Management activities, . Basis: N=480
which of the following actions are already
embedded or planned?
Coordinated enterprise risk management 45% 9%
Identify and quantify risks and controls 66% [N23% TR 5%
Drive continuous ir_nprovement of operati(_)nal 50% T 12% 1
risk management practices |
Define and implement risk financing solutions 41% 14%
Audit compliance with risk management policy ] O 21% |
and standards | — P —
Operate risk reporting and information system 46% [28% IR 8%
0% 20% 40% 60% 80% 100%
Embedded " Planned ENot planned No opinion / Don't know
2.6 - In order to measure/quantify your risks, . Basis: N=480
which approaches do you use?
Risk assessment workshop 60%
Internal and/or external databases (incidents, | 449
losses, ...) °
Scenario simulation models 30%
Benchmarking 28%
Value at Risk simulation model (Monte Carlo, | 219
others) °
Stochastic aggregation models of BU-level risk 1%
mappings °
No opinion/Don't know 7%
0% 20% 40% 60% 80%
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I Basis: N=480

2.5 - To what extent does your company
map its risks (identification,
description and prioritisation)?
1%
8% |
5% On a global corporate level only (strategic,
financial and operational)
From corporate level down to divisions and
business units
17% "0 . ) .
nly for certain business units / areas
® Only for certain categories of risks
®No such approach has been put in place yet
61%
No opinion / Don't know
2.7 - Does your Risk Management framework . Basis: N=480
explicitly refer to any of the following?
Internal Framework 37%
COSO0 2 29%
1ISO 31000 25%
National Risk Management Standards 13%
FERMA/AIRMIC 8%
None 23%
0% 10% 20% 30% 40%
‘ V SORNAUNE Ell ERNST & YOUNG
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2.8 - Is the risk analysis formally included Basis: N=480
in the following processes?

Major projects 66%
Investments decisions 46%
Strategic planning 43%
Acquisitions/transfers decisions 41%
Contracts/bids 40%
Budget decisions 31%

No opinion/Don't know 16%

0% 20% 40% 60% 80%

In collaboration with Quality In Everything We Do

e oo redefining / standards
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Contacts

FERMA - Federation of European Risk Management Associations (Bruxelles)
Florence Bindelle, Executive Manager

Tél. +32 2 761 94 32 - Email: florence.bindelle@ferma.eu

www.ferma.eu

Ernst & Young - Risk Advisory

Dominique Pageaud, Partner - Email: dominique.pageaud@fr.ey.com
Sébastien Rimbert, Senior Manager - Email: sebastien.rimbert@fr.ey.com
Jean Olivier Michaux, Senior Manager - Email: jean-olivier.michaux@fr.ey.com
Jean-Michel Paris, Senior Manager - Email: jean-michel.paris@ch.ey.com
Noémie Goulin, Marketing Manager - Email: noemie.goulin@fr.ey.com

Tél. +33 1 46 93 60 91

www.ey.com/fr

Axa Corporate Solutions (Paris)

Philippe Rocard, Chief Executive Officer - Email: philippe.rocard@axa-cs.com

Patrick de la Morinerie, Deputy CEO and Global Chief Underwriting Officer - Email: patrick.delamorinerie@axa-cs.com
Regis Demoulin, Chief Commercial Officer - Email: regis.demoulin@axa-cs.com

Stéphanie Augustin, Marketing Manager - Email: stephanie.augustin@axa-cs.com

Tél. +33 1 56 92 83 97

www.axa-corporatesolutions.com
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