Strategy @Risk Ltd

Risk-Opportunity Based Management achieves a sustainable increase in
enterprise value over time.

It represents an important tool for planning as well as for performance
measurement and for controlling purposes .
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The Face of Uncertainty and Risk

Investments or M&A always carries risk of
further not anticipated capital outlays —
incurring more debt or equity or both.

Value of Current operations

The inherent uncertainty in the project, 0

operation or field of business will T
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Every circle on the next graph is a
possible situation where the company
needs more money and that is not
only for the initial investment .....
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From Risk Mapping to Risk Calculation

Impact vs Likelihood
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The Fundament
The many uses of the EBITDA model
Budgeting Balance
p— v:;;;‘c"' simulation
Monthly
observations, i
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The EBITDA structure

All revenue and cost assumptions are stochastic, i.e. attached with uncertainties estimating
values. In so doing the EBITDA becomes stochastic as well. All input assumptions are provided
by relevant input owners.

Assumptions input

Probability distributions for all
revenue generating factors, costs,

Operating prices and markets (volumes) are
costs made
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Tweaking the EBITDA Distribution

Error rate (errors/1000 units)

There is an expectation that Error Rate will ez
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The EBITDA model used for Budgeting
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Following the monthly development
Probability distribution for EBITDA 2009
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P&L and Balance Simulation
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Capital Requirements
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Correct estimation of WACC is important for pricing of
capital

Wacc is a stochastic variable thru volatility in

earnings, interest rates, exchange rates, 167 Cyed rt
expected return to equity etc: 14
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Upper, Confidence Limit.of Mean 5,25 This is a by product from the S&R simulation model

Most WACC calculations uses book values for debt and equity and fixed WACC for the next 3-5 years.
Correct WACC can only be found thru simulation, solving for market value weights differing from period

to period.

http://www.strategy-at-risk.com/2008/09/08/the-weighted-average-cost-of-capital/
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Measures of Risk — The Downside risk
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Currency and Translation Risk

USD/BRL nominal rate (1998 - 2020)

Currency Effects
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What results can you expect?

e Strong fundament for forecasting and
improving income, cost and results

¢ Reveal, understand and better control
uncertainties in operations and
financing.

e Better fundament for choosing the
right investment. Understanding the
effect of investments on entity.

e Strong decision making tool for
analysing alternative strategies pre-
and post.

e Increasing income through optimizing
cross-border financial/hedging
opportunities and tax regimes.

Our tailor made models provides a
tool that makes you capable of
estimating and comparing results of
investments, operations as well as
alternative strategies at the planning
stage - taking into account the third
dimension - uncertainty/risk..

As you get more information about
your risk and uncertainties, as you
face new
strategies/investments/operations
that needs to be analysed,
compared, and assessed - we can
further develop the model according
to your needs.
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