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Extended Enterprise Risk Management

A proactive approach to vendor management

Third party risk management (TPRM) has
become a growing challenge, as organizations
increasingly rely on outsourced business
models to control costs, leverage specialized
knowledge and skills, and improve
organizational agility.

While this presents significant opportunity, it also
introduces commensurate risk that must be
proactively managed to protect your brand, your
customers, and your bottom line.

To combat this risk, leading organizations are
consistently adopting data-driven risk
management techniques to proactively identify
emerging risks using internal and external data
sources.

These tools and techniques enable
organizations to fast-track their TPRM
maturity and protect what matters most.
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Insights from our Global TPRM Survey:

64% of respondents
have a reasonable to
excellent
understanding of
third parties

41% do not
have any
organization
initiatives to
enhance
maturity of
contractual

Just 9% of
respondents have
forward-looking
vigilance capabilities
that are well
integrated into their
processes of
managing their
extended enterprise

As many as
86% consider
their level of
knowledge of
third party
contract terms
and related
data to be
limited

Driving Value & Increased Assurance Through Third-Party Risk Management

2



Third Party Risk Maturity Spectrum
Evolution of third party risk reviews

Over the past 15 years, third party risk reviews have evolved from a heavily manual process to a technology-enabled solution with a focus on strategic impact rather than compliance aspects.
Leading practice is focused upon a proactive approach to limit cash leakages before the occur, compared to the more traditional reactive approach.

R Traditional
Objective:
Assess Compliance /

Compliance is assessed on a
sample basis

Strategic Impact

»  Compliance focus
+ Extrapolation of findings
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Advanced

Objective: —
ooo

Quality exposure |38

Only 25-75% of identified
recoveries are collected

Increased coverage through review of 100% of data

Efficient & effective execution through use of
automated tools

Value added insights for clients through advanced data
visualization techniques

Stronger position for negotiation

e’

Leading

Objective:

8

Leakage is contained before the
money is spent

Prevention

Prevent leakage by reviewing transactions for completing
with contract terms on a real-time basis prior to payment

Streamline end-to-end processes (field time entry to
invoice payment)

Improve control environment

Improve contracting process
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Extended Enterprise Risk Management
Data-driven vendor management: why are organizations taking advantage now?

Enormous

Advancements in and open source

Advancement in hardware and optimization,

The rise and growth of that are driving measurable business value
and disrupting existing industries
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Safety/Commercial Risk Exposure
Security Log Analysis

Filters Test Summary Test Summary Detail Summary by Job Position Summary by

Work Date ol A o B Employee
0 . . P P otal Amount indings % of Tota
9102015 (J 0 682017 Classification (no travel) Value Records EMPLOYEE-..

EMPLOYEE-..
Security Log > work hours 3,334,732 EMPLOYEE-..

Classification EMPLOYEE-..

(Al e
: Security Log = work hours v = .’_ EMPLOYEE-..
Job Position i EMPLOYEE-..

(Al EMPLOYEE-..

Security Log < work hours 347,830 $78,120 2 Es
Employee £ EMPLOYEE-..

(A1) EMPLOYEE-..
Multiple security lines, some

incomplete - review EMPLOYEE-..
Classification

. Security Log > work hours Security Log incomplete -
review

EMPLOYEE-..

118,805 EMPLOYEE-..

Security Log =
I security Log
Mulfiple security lines, some incomplete - review No security entries found for 875,031

work day
Security Log incomplete - review Potential F'inding

Il 1o security entries found for work day

EMPLOYEE-..

-CL..

EMPLOYEE-..

EMPLOYEE-..

Not mapped
Qc Inspector B -I

Welders Helper A -

Journeyman A
QcC Inspector C
Journeyman B

rigwelder s [IETIN
68%
- o 86%
61%
Safety Representative A m

Heavy Equipment Operator

EMPLOYEE-..

Trades Foreman
General Foreman
Superintendent B

Materials Receiver A [ IR

Procurement Representafive.. m

No security entries found for

" 4,175,131
employee - review

QC Coordinator A m

RT Crane Operator
Subcontracts Administrator A

. Mo security entries found for employee - review EMPLOYEE-..

1styear Apprentice
Ardyear Apprentice
Materials Receiver B
2nd year Apprentice

$78,120.24 EMPLOYEE-..

Scaffolding Foreman - CLAC m-

Scaffolder Journeyman

Grand Total 8,955,274 $78,120 EMPLOYEE-..

Scaffolder 3rd Year Apprenti..
Scaffolder 2nd Year Apprent.
Scaffolder 1st Year Apprenti..
Conventional Crane Operator

Employee Hourly Breakdown by Day Detailed Hourly Results

EMPLOYEE- Employee B;[);of Work Document 1D :Tjecord RT Hours OT Hours DT Hours SeHcg[llg Total Hours Variance

EMPLOYEE-1 2110/2016 (X-004 8.00 2.00 0.00 10.00
0.00 0.00 0.00 0.00
0.00 0.50 0.00 0.50
10.50 10, 00 10.00 10.00 10.00 10.00 10.00 21172018 (X-004 200 0.00 0.00 200

Z KX X-004054 0.00 0.00 0.00 0.00
{X-004 6.00 2.00 0.00 8.00
2122 { 2.00 0.00 0.00 2.00
c \ p 7

r 0.00 0.00 0.00 0.00
;J (. T 6.00 2.00 0.00 8.00
121372016 (. 94 0.00 0.00 0.00 0.00

8.00 2.00 0.00 10.00

10

2017

=] )
= =
) I3

21212016
13020
211412016

01/08/
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Logistics/Commercial Risk Exposure
Equipment Idling Analysis

Filters n

Temperature
3850 (e D

Date
11182015 (Juemmee) 8/14/2016

Summary of Results

External Cost 51,428,042

Findings $126,560

Idling Charges vs. Weather Data

Dec 10, 15

Feb 18, 16

Mar 9, 16 Mar 19, 16 Mar 29, 16

loitte LLP and affiliated entities.

Driving Value & Increased Assurance Through Third-Party Risk Mar




Safety/Logistics/Commercial Risk Exposure
Daily Hours Worked Analysis

Filters Hours Overview Summary of Results Breakdown by Project
Work Date

8Hrs & Under Daily Classification %% of Total Hours Total Spend
12 Hrs & Over 9.06%

Under 8 hrs 6% 51,1

8to 10 hours
(Al o 7

Project

b e 8to 10 hours
Daily Classification 8to 10 hours
M 8Hrs & Under
8to 10 hours
. 10 te 12 hours
Il 12 Hrs & Over

8to 10 hours

10 to 12 hours
10to 12 hours 8to 10 h:urs 10to 12 hours 41% L
40.83% 40.53%

10 to 12 hours

12to 14 hours 10 to 12 hours

Grand Total o 531,334,285

Breakdown by Position

12Hrs &Over 8Hrs & Under 12 Hrs & Over 8 Hrs & Under 10+to 12 hours 8 Hrs & Under
0.43% 213% 975% 6.01% 8.09% 4.62%

8to 10 hours '
28.34%

10 to 12 hours
35.76% 8to 10 hours

10 to 12 hours 48.48%

67.

8to 10 hours
87.28%
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Stakeholder impacts
Discover savings and operations insights across the organiztion

Through integrated end-to-end, technology enabled solutions, unlock value throughout the procure-to-pay process as opposed to relying on point-in-time or retroactive approaches deployed through traditional
assurance models.

* Increased access to supplier information to enable benchmarking and comparative analysis (e.g. rate comparisons across suppliers, shift composition
analysis, productivity analysis)

* Less time spent on approving invoices so that they can focus on operations

+ Claims prevention

+ Audit trail capabilities embedded into solution allowing the Client to track and quantify cost savings attributed to the Real-Time Assurance solution

+ Claims prevention
Supplier * Less time spent supporting audit requests that encompass supporting invoice data for the past four years
+ Faster payment of invoices

* Avoidance of cost leakage and full monetization of such leakage
* Increased access to supplier information (e.g. payroll data to validate costs, trade tickets to validate qualifications)
* Improved supplier relationships through implementing scorecards and specific metrics to track performance

» Complementary to existing tools and systems leveraged by the Client
* Accretive value realized through capturing data at a more granular level than contemplated with existing systems
+ Creation of automated audit trail

* Mutual understanding of key contractual terms
Legal, » Remediation of contract ambiguities early in the supplier relationship resulting in less legal claims
Internal Audit Audit trail capabilities allowing Clients to track and quantify process improvement / future cost savings opportunities
* Improved Governance over broader vendor population
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Logistics/Commercial Risk Exposure
Multiple Roles Analysis

Filters Multiple Job Roles by Department Summary of Results Employees with Multiple Job Roles

Department

e Employes
Rt Spend Reviewed -
Project
(A1) Supervisory
29.46% # of Employees
Reviewed

Department

# of Job Roles

Craft Labour
54.65%
Employees with
Multiple Roles
MNon-Craft
15.85%

Quantification

Count of Distinct Job Roles =

Hour Breakdown by Job Role Job Role Breakdown by Employee

, Min. Work Hours
- I Decit
Employee Original Job / Position Date Billed

=

Employee-6
Employee-10

u
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oW
=
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Employee-11 E
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Employee-12 E
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Total Hours/Units

Employee-15 She

Fa

Employee-18 E
Employee-30 E

Employee-32 E

=0 W@ WM

[
W o = ao B

Employee-37
/Role 5 & 3ol er | Apprentice ] Boilermaker | App S
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Logistics/Commercial Risk Exposure
Materials Spend Roles Analysis

Filters Potential Savings due to Multiple Prices
Date

122015 1073072017

Material ID
50161505 |, -0+ (5)
a D 60110053 49,813 (6)
Number of Vendors 60153367 42,072 (13)
4 50142655 | 39.960 (3)

ad ) 157627 | 2¢ 524 (11)

1z9291 | 24,154 (4)

162176 | 20,234 (2)

153366 18,585 (14)

162172 | 17,252 (2)

142887 | 16881 (3)

(A 110380 _ 16,647 (25)
Vendor Name 107623 13,848 (26)
162177 13,787 (3)
109718 12,814 (4)
165207 | 11575 (11)
139475 | 10.941 (3)
145255 | 10.558 (4)

143712 10,385 (2)
145605 10,072 (3)
131055 [N 9.952 (19)
131125 [ 8907 (16)

424086

Number of Price Changes

Material ID

(A1)

Summary of Results

Total Material Spend

Number of Vendors

Potential Cost Savings

Potential Savings
Percentage

Potential Savings per Vendor

24 976,684
VENDOR-26 VENDOR-30
$171,940 5

VENDOR-25

557,104 VENDOR-6

VENDOR-24
$123 655
1,157,103

VENDOR-37
VENDOR-29 $152,584

551283

Units Purchased vs Potential Cost Savings

Material ID Material Descr

60003575 MoD

60003643 ; - T 2016 5678.0599
60004351 - 016 552400
60004352

60004589

60004612 DELAY M
FUSE, 44, 600V
MIDGET

FUSE. 64, 600V

60004613
60005012
60005184
60008756

Price Change Over Time

Mar 1, 15 Jun 1, 15 Sep 1,15 Dec 1,15 Mar 1, 16 Jun 1, 16 Dec 1, 16 Mar 1, 17 Jun 1,17 Sep 1,17

Price Comparison
Material ID Material Descri
60003575 MODULE, I/0, 16 QUTPUT, 24VDC, PLC
50003643 AD, FULL NUMERIC, HUMAN

50004351 LATCH MOUNT

Dec 1,17
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Deloitte.

Deloitte, one of Canada's leading professional services firms, provides audit, tax, consulting, and financial advisory services. Deloitte LLP, an Ontario limited liability partnership, is the Canadian member firm of Deloitte Touche Tohmatsu
Limited.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please see
www.deloitte.com/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms.

The information contained herein is not intended to substitute for competent professional advice.
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