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it AT A SR 4% & 48 o~ 8
Separation of Ownership and Control

The central contracts in any
organization specify

(1) the nature of residual claims
FleR KA (BRAHTFREHR)

(2) the allocation of the steps of the
decision process

R BAREG - L (P EHLH)




Fir AT AR SR 30 G| A o~
Separation of Ownership and Control

** Fama & Jensen (1983)

28] i R A2 B B P AR 3 A% ] - B 49 B 42 A A
BREREBMRAENG L EH»TFMA
TR NS E Gk
i# 5% % 32 (decision management) :

it (Initiation) & 47 (Implementation)
i % ++ 41| (decision control) :

A & (ratification) & & & (monitoring)

Initiation ‘ Ratification ‘ Implementation ‘ Monitoring
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Single- ROE or IRR
value Cash

Review Decision
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Forecasts > Sensitivities
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2 Risk Analysis

Information Calculation Decision

Risk Judgment

Forecasts of Simulation Return l

Ranges of of Range of Distribution BEREVIEW  Decision
Outcomes Cash Flows

Intangibles {




=

R RAR R AR A
¥ 3 Certainty Equivalent

Information Calculation Decision
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Risk Policy
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Internal Risk Modelling

Internal Risk Modeling Major Components

1) Data
Classification and
Organizational
Scheme

2) Capture

Exposures and Loss

History

(

3a) Estimate
Event Frequency

and Severity

Distributions

3b) Corporate
Hedging

3c) Correlations
and Shock
Scenarios

|

4) Develop
Aggregate
Loss
Distribution

(

5a) Corporate

Risk Tolerance

5b) Cost of
Capital Allocated

5¢) CBA for

Mitigation and
Hedging




EXHIBIT 2

Example of an interactive risk and capital visualization tool
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Thiz is a hypothetical screen shot of an intaractive modaling tocl, showing the cause-and-effact rlationship of
various risks. It is shown for illustrative purposss only, and it is not intendad to show or pradict any actual results.
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Risk Warehouse versus Risk Intermediation

B2 R
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i 7 2

BN |
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i fo 3 T
% (Contingent
Hedge Payoff )
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