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Annex 1 Definitions

Al.1 MIGA Definitions

A full list of MIGA definitions is available online at:
www.miga.org/Documents/Glossary_of Terms_Used_in_the Political_Risk_Insurance_Industry.pdf

Title

Description

Arbitration

A process to settle a legal dispute in which the third party (the arbitrator)
acts much like a judge, but in an out-of-court and less formal setting and
does not actively participate in the discussions

Breach of contract

Loss resulting from government termination of contracts without
compensation for existing investments in a product or service

Civil strife damage

Property or income losses from domestic political violence, including
hostile actions by national forces, civil war, revolution, insurrection, or
politically motivated terrorism or sabotage

Coinsurance

Insurance held jointly by two or more insurance providers

Creeping expropriation

A series of events by a government (or a sub-sovereign entity) that results
in a deprivation of the investor's rights

Expropriation

An action whereby a government seizes property of assets of the foreign
investor without full compensation to the investor. This is also referred to
as '‘ownership risk' or nationalization

Inconvertibility

An action taken by a government to prevent conversion of local currency
to some form of foreign exchange. This is also referred to as 'transfer risk’

Mediation

A process to settle a legal dispute through active participation of a third
party (the mediator), who works to find points of agreement and make
those in conflict agree on a fair result

Political risk

Political risks are associated with government actions which deny or
restrict the right of an investor/owner (i) to use or benefit from his/her
assets; or (ii) which reduce the value of the firm. Political risks include war,
revolutions, government seizure of property and actions to restrict the
movement of profits or other revenues from within a country

Political risk
management

Actions taken by investors to manage political risk, such as incorporating
political risk into the company's financial equation, obtaining information
from diverse sources and applying portfolio theory to international
investments

Political violence
damage

Property or income losses arising from violence undertaken for political
purposes, such as declared or undeclared war, hostile actions by national
or international forces, civil war, revolution, insurrection and civil strife
(See Civil strife damage)

Reinsurance

The process of a political risk insurance provider issuing a guarantee with
other providers in order to reduce exposure by spreading the risk among
the institutions involved

Tenor

The term of a political risk insurance contract

GPE Sustaining the Gains: Task 3 Report Annexes
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Al1l.2 Willis Towers Watson political risk peril definitions

Al.2.1 Investment coverages
Coverage Description Claim Cgmpensanon
asis
Confiscation, Acts by the host government that interfere Net Investment Value

Expropriation,
Nationalization,
Deprivation

with the ownership of the foreign enterprise
including but not limited to confiscation,
expropriation, nationalization. NOTE:
"creeping expropriation” is an act or a series
of acts, that when combined, have a
confiscatory effect Deprivation means the
Insured being deprived of the use or
possession of the whole or part of its
inventory or equipment outside the Host
Country/territorial waters because the insured
cannot obtain an export license from the
government of the Host Country

Inability to Export and
License Cancellation,
Embargo / Sanctions

Inability to Export/Import: the inability to
export or import due to a law, order, decree of
either the Host Government or the Insured's
Government (aka Embargo). License
cancellation: cancellation, termination,
revocation, amendment by government of
Host Country of a previously issued and
currently valid operating license.

Net Investment Value

Selective Discrimination

The imposition of any law, order, decree,
regulation or import/export restriction,
selectively and discriminately, against the
foreign enterprise by the government of the
Host Country which in circumstances beyond
the control of the Insured, selectively
prevents

Net Investment Value

Forced Abandonment

Abandonment of a foreign enterprise as a
result of advice by the home government to
evacuate key operations personnel from the
host country or a relevant region because of
political violence.

Net Investment Value

Forced Divestiture

The imposition of any law, order, degree,
regulation, by the government of the Insured's
country that requires the Insured to divest
itself of all or part of its shareholding in the
foreign enterprise.

Net Investment Value

Currency Inconvertibility
/ Non-transfer

Delay or inability of a foreign enterprise to
exchange local currency into hard currency or
to repatriate funds to the parent company (or
possibly another company)

Sums of funds attempted
to be repatriated

GPE Sustaining the Gains: Task 3 Report Annexes

WillisTowersWatson Ll1"I'l:l




June 2017

Political Violence

Physical damage to assets in the Host
Country caused by war, civil war, revolution,
insurrection, rebellion, strikes, riots, civil
commotion, sabotage, or terrorism

Replacement cost of
assets damaged (if
repaired or replaced. If
not, book value)

Business Interruption
due to PV/CEN

Loss of revenue (and potentially extra
expense) resulting from business operations
interrupted by political violence (or
expropriation).

Loss of profit, extra
expense, ongoing
expenses up during the
period of indemnity

Al.2.2 Cross-border trade coverages

Coverage

Description

Claim Compensation
Basis

Arbitration Award
Default

Inability to enforce an arbitral award (the
nonpayment) obtained by a foreign investor
against the Host Government or a state-
owned enterprise, in accordance with the
terms and conditions of a project (e.g. Power
Purchase Agreement)

The amount of the unpaid
award

Contract Frustration

Losses from a cancelled or problematic
contract due to nonpayment by a government
counterparty or losses from a non-
governmental counterparty due to political
risk including expropriation of the buyer, war,
civil war, law order, degree, cancellation of
export/import license, currency
inconvertibility)

Unpaid and contractually
due invoices, plus
accrued but un-invoiced
expenses

Wrongful Call / Call Due
to Political Risk

(A) Unfair calling by a government
counterparty of an on-demand, callable stand
by letter of credit posted in favor of the
counterparty as a advance
payment/performance guarantee or (B) the
fair calling of the L/C due to the inability of the
Insured to fulfill its contractual terms due to
an occurrence of political risk (war, civil war,
revolutions, riots, strike, expropriation etc.)

Amount of the Letter of
Credit drawn from the
Insured's account

Trade Disruption

Loss of profit and extra expense following
delays/interruptions in movements of goods
in the supply chain due to named perils
including political perils, natural disaster
perils, and insolvency of a 3rd party supplier

Amount of the Letter of
Credit drawn from the
Insured's account

GPE Sustaining the Gains: Task 3 Report Annexes
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Annex 2 Cambridge Centre for Risk Studies,
Taxonomy of Risk

Primary Class: A. Finance & Trade

Family ID | Threat Type (Genus) | Descripton Historical Exampies
i i 1.1 | Asset Bubble Pricng inflabion and sudden collapes for a maj Sub-Prime Property bubtle 2008, ‘dol-com' bubble
1" Financial Shock agot‘gor assel dlass B it }g South Sea butbie 1720, Amsterdam Tulip bubble
Events in the financial 12 | Financial Irregularity | Gomorate or accourting fraud, Rogue frading, Wiordzom 2007, Enfan 2007, Jerome Reniel (Socete
system causing short-run Ponzi schemes, or cther magor irreguiarties Generale) 2008; Nick Loeson (Barings Banik) 1595,
fluctuations andior Bernard Madoll (318 Bn penzi scheme) 2009
ﬁ"g:af:m g 1.3 | Bank Run Bank falure; Credit default for major banks, Lehman Brothers 200€; Sear Stems 2005; ndyMac
panking system or market participant 2005 Northem Reck 2007, US. Savings and Loan
cliss 1980511990
1.4 | Sovereign Default Debx default, cusrency devaluation of ge it | Greek ign dett crisis 2010-; Argentina crisis
falure andlor change 1986-2002; Russan cris's and LTCM 1338; Black
Wednesday (UK withdrawal from ERM) 1982;
Repudiation of Confederate debt (post US civil war)
1864
15 | Market Crash Extreme carrelated mass movement of share Nay Fiash Crash 20100 Black Mondsy Siock Market
prices , possibly driven by informabion or crash 1967
perception about economic fundamentals
‘sp"t 21 ispute Strikes, mass refusal of employees to work, or Internalicnal Labour Workers Union (WU werk-to rule
2 TradeDi % sl picketing by aggrieved wi:soroe to prevent skrwdown 2002. UK Miners' sikes 1984-85. US West
commercal activity Const walerkront sirke 1534, UK General stike 1976
Dubiin lock out 101
Events causing widespread | 22 | Trade Sanctions Country-to-country frade embargos denying entry | Russia-Usraine | Gazorom dispute distupts gas supphes
change or disruption to or passage of commercial goods and services to Eurcpe) 2005, US-EU [Banana rade war') 1355 US-
intemational trading Cuba 1660
conditions
23 | Tariff Wars Pretechonssm through the impostion of taxation of | UStax on Chinese tyres 2006 (reciprocated by Chinese
a particular set of geods or services tax cn US Chicken imports); US Steel tan® 2002 )
(withdrawn after EU th iprocal taniff on Florida
aranges and Michigan cars)
24 | Nationalization Sovereign appropriation of foreign-owned assets | leelandic baniks 2008 Venezueia (seizes operationnl
in that country contraf of Orinoco belt| 2007. Cuba (nabionaises al
fereign-owned companies) 1959; Eqypt (nationalises
Suez canal) 1958
25 | Cartel Pressure Trading bloc of suppliers applies pricing or supply | NAFTA Tortila crisis 2007; Opec O1l Crisis 1973;
pressures DeBeers monopoly end Demond syndcate 1889

GPE Sustaining the Gains: Task 3 Report Annexes
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Primary Class: B. Geopolitics & Society

pracy, or mass illegal acviies that debiitates
commercial actvity

Geopolitica i 3.1 | Conventional War The engagement of two or more rations in mitary | Gulf War Il Ieq 2003; Gulf War Kuwat & ireq 1960-91;
3 | | Conflict confict, Using corventional weapens 1 target Faldands War 1382, Word Wer || 15694
midtary infrasiruciure and invadeldefend
sovereignty
Military engagements and 32 | Asymmetric War Mistary action. insurgency and violent resistance | Iradi insurgency resistance 1o the occupation of US
diplomatic crises between carried out hetween combatants of significantly ;c:;;:: ﬁﬂ;ﬂm ey reldunce o
: 7 :
Mmmmhﬁ"l’::: global difesent power, resources, and inferests Colostis ertu war 1585+
33 | Nuclear War Miitary Conffic pursued using nuclear weapons | Bomibing of Hiroshima and Nagasail in Japan 1845,
Near-misses include Cuban missile crisis 1862
34 | Civil War Intema! conflict within a country, including wars of | Lbya el war 2011 {coup 1968}, Sn Lanian civll wer
succassicn and coups d'efat 1383-2009; Darfur, Sudan 2008; Rwanda 1560-83;
Bosnia 1982:95; Russtan coup 1983, Amercan Codl
- War 186155 ____
35 | External Force Blockades, No-Fly 20nes, missile atiack or cther | Lbya (No iy Zone) 2011 lsraek sea and fand biockade
mittary action by external forces fo prevent :;‘: Gaza Strip, snce Zr;oahggfél 1:91-2003:
nation 4 i : 8 and Herzegoving (NFZ) 1  Egyptian
“m:(:mmﬁ: mg:tem i blockade of Strats of Tiran 1o israsi-bound ships (1956-
57}
4 Political Violence 41 | Terrorism Politically-motivated single or cooedinated 2001 Wond Trade Cenler Altack by Al Qaeds; Sarin gas
aitack]s) to inflct societal andlor economic fear anack on Tokyo Subway by Aum Sninreyo; London Juy
and disrupsion bombings 2005, Mumbes shocling massacre 2008,
Beirut US barracks bombing 1983
Acts or threats of violence 42 | Separatism Sustained campaign of violenca for regional Sri Lanka, Tamil Tigers 1963-2008. Russia-Chechnya
by individuals or groups for independence 1830-2009
political ends
43 | Civil Disorder Ricts and civil disobedience, through to uprisings | Arab Sprng 2011; France banbeues ricts 2005;
and revolutions Palestinan intfada 2000-; Fall of Berdin Wal 1569
44 | Assassination Assassination of a major poitical leader Benazir Brutio 2007 Yitznak Rabin 1985 Anwar Sadat
1981, Attempt on Ronald Reagan 1561 John F.
Kennedy 1953; Czar Nicotzs || 1918 Franz Ferdnand
1914
45 | Organized Crime Crare waves, Campains of criminal extortion, Somalia Piracy in Hom of Africa 2005-2010; Mexwcan

Drug War 2006, Firacy Malacea Straits 2004, First Mafa
war, faly, 1562

Primary Class: C. Natural Catastrophe & Climate

environmental or ecological
equilibriums

salination or thermal changes, causes regional
climatic change

W1 arthqu Seammi ] high | Tohoku, Japan 2011, Kobe, Japan 1985, Northridge,
= Wil Calaslrophe > E ake mm@z:uﬁnﬂrm.:ﬁ Fﬁpﬁ ::ea Callfomea 1';.51-.@“ Kanio earthouake. Japen ?;23'.
San Francsco 1908; Merhridge, Calfornia, 1994
Maturally occurring 52 | Windstomm Hurrical welone wind system makes Hurmicane katring. USa, 2005. Himcane Andrew, LIS,
phenomena causing landtall anto @ major populated area; European- 1892. Burapesn Windstorm Lethar 1038, Typhoen
widespraad damage and typs windstorm swstem, large scals, fast-moving, | Mirele, Japan, 1961
disruption gale foroe wind spesds
23 | Tsunami Coastal impact of a bdal wave, caused by ofishore | Boxing Day Tsunami 2004; Japan Tohoku tsunami 2011
earthguske, manne landshde, or ocean meteorite
54 | Flood River Flood fram high rainfalisudden waier River. Cueansiand Austrata 2011; Coastal: East Coast
Telease ACross ane of mane rver systems; Coastal | U 1953
Flood from sea surge caused by low pressune
weather aystems, exceplional ides and winds
55 | Veoleanie Eruption Ash, pyroclastic ot gasses, lava, and lahar- A erugtion of Eyjaiallajokul, leeand 2010, Finalubo
triggered mudfiows cause localized desrection eruption, Philippmes, 1980
and regional disrupton
i i 1 | Drou bedow-a A 11; T 1, =
§ Climatic Cataslmphe ¢ ght Ftended period of rermae preaptHon m'ﬁi‘?gul.miﬁﬂzﬂ mﬁaﬁ;“l: l;”;‘
‘Dust Bowd 1501-28
Climatic anomalies or 3.2 | Freeze Event Extended period of below-average temperaiures. U 2010, Moscow, Russa 2010, Noh Amencan lce ko
EXIFEMes CAUSING Savers Slorm 1998, |daho lce Stoem 1881
weather conditions
&3 | Heatwave Extended perioa of above-average \emperatures. l{ﬁon; Russla 2010 France 2003, Chicago 1595, US
7 Environmental 7.7 | Sea Level Rise Thermal ex panzon of the nceans or sudden ice Intergiaciad sea |aved rises in prevlous apochs
Catastrophe shiehd el changes coasting gecgraphy
Crises leading to significant | 7.2 | Ocean System Change | Sudden switch in the croulatory sysiems of the “Broecter event 8000 BC
and widespread change ta acean, such as the Gulf Strearm, caused by

73

Atmospheric System
Change

Rapid of sustained periods of change in patterns
of meteorclogical croulation, such as jet stream,
causes regional climabe changs

‘Dansgaam-Oeschger’ events 11.500 years ago

74 | Pollution Event Spdlage or majer release of toxic chemicals info BP Oil Spill Deepwater Horizon 2010, Miger Data Cil
land of $ea $ysters thal causes environmental Spil 1994; Exvon Valdez off spil 1985 Japan Mercury
destuction Poilution of Minamata Bay 1956

7.5 | Wildfire Lincontroled miesnd, enhanced by natusal Hew Scuth Wales, Australin (Bush Fires) 2003

landscape and ervircnmental factors

Qakland, Caldomia (Fires) 1591; Inoonesia (Forest Fire)
1582, Wiscon sin (Greal Peshliga Wik Fire) 1571

GPE Sustaining the Gains: Task 3 Report Annexes
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Primary Class: D. Technology & Space

8 Technological 8.1 | Nuclear Meltdown Major core metdown of a nuckear power staiom, | Fukushima Daiichi_ Japan 2011; Chematn 1985, Three
Catastr(')og he causing radioactive fallout over a large area of Mie Island 1979; Windscale, UK 1857
P poputation and economic and agricutural
preductivty
Accidental or deliberate 8.2 | Industrial Accident Fire. expiosion or release of toxic chemicals from | Toulouse France Explosion 2001, Bhopal inde
industrial events affecting an industrial complex, storage faciity or during
local and global transportation
stakeholders
8.3 | Infrastructure Failure | Blackouts i the electricty supply network and Great New York Blackout of 2003, Enton Calfomia
other systems failures due to accidents and brown-cuts 2000
technical breakdowns
@4 | Technological New tachnological advance proves o have Bisphenal A (BPA} ben from use in by boe
Accident unexpecied sccetal effects and causes disruption manufacluring 2010, DDT 1940-72, Thaidomide 1357-
of harm to human pogulations 81
85 | Cyber-Catastrophe Computer networks, communications and Unlimited Operalicn’ $45m cash siclen b 12 hours
information technology systems destabilized by 22?&22312: Comment ag;-‘!‘f::mmwm
i i i ; ‘Stomet! on bran Natanz nu
z@mﬁﬁﬁﬁddw“’m“ sscifty 2010; Conficker Worm 2007, WyDoomNovarg
worm 2004; 'SQL Slammer' 2003, 1 Love You' Virus
2000
9 Extemality 91 | Meteorite Ground impact of meteors that cause bealized Tungusks meteonte explosian, Russia 1908; Chicyud
destruction, and dust clouds capable of causing Crater, Yucalan, Cretaceous-Tertiary extincticn event
periods of ash winter
Threats originating from | 9.2 | Solar Storm Solar fiare actvity that can impact satellites, Camhgion Event geomagneic siorm of 1859,
outside the earth's communication technology, power distnibution
atmosphere including systems and other infrastructure

astronomical objects and

space weather

Primary Class: E. Health & Humanity

10 Disease Outbreak

Disease outbreaks affecting
humans, animals andfor
plants

11 Humanitarian Crisis

Impact of conditions on
mass populations of people

101 | Human Epidemic Influenza pandemcs, emerging infectious 1918 Infuenza Pandemic. 2005 Swine Fls Pandemic,
diseases and re-emergent diseasa epidemics that | HIVIAIDS 1852+ S8352002
cause death and illness m human populabons
102 | Animal Epidemic Diseases in animals that criople agricutural Téad Cow Disease (B5€) Epidemic. UK 1567 Fool &
production of meat and poury o destroy widife | Meuth caltle epicemic, Keres, 1987 Swine Fever,
Netherands 1567 Avian Influenza 2004,
103 | Plant Epidemic Diseases in plants tha IMPact f0d Producbon in | SUGKen d=ah syndrome (SOS)in saybeans US Com
many agricultural areas o causa destruction of gmmm %ﬂm %x;’:?“:mm
Qutbreak, : u:
SR SN Oulbresk, West Atica 1939
111 | Famine Alarge population suffers failure of their food Ethioptz Famine 1998-2000; North Korean Famine
supply, food distribution, or agricultural production | 1596 Bangladesh Famine 1974, Bisfra Famine 1967-
system ; 70: Great Chinese Famne of 1858-1861. Dutch famine
1944; Sendel Famine 18323
112 | Water Supply Failure | A large popuiation suffers failure of their water Horn of Africa crought 2011; Cochamba Water Wars,
supply due to water resourca conflicts, river Bolrdn, 2000, Klang Valley waler crisis 1958 Sahed
! drought 1870s; Baltle of Beersheba over water
diversion, aquifer deplebon, or other cause osonoss By Palosing 1817
113 | Refugee Crisis Mass population movements cause instablity and | Exodus from Zimbabwe 2008, US Mass Mgration o the
collapse of social infrastructure in the areas newly | industnal noth 1mampvb§w Dalmumu;sﬂ.
Ei o n A il
populated and depopulated .
114 | Welfare System Collagse of pension schemes, heaith programs. Post-Sowet ‘shock therapy dsmanting of weifare
Failure and social security systems leading to degrivation | systemin Russia 1662: Munkcipal Pension Defaults, US
and hardship for dependents, Breakdowns cties, 2010: New Jersey Pension Fund insowvency,
triggered by underfunding, and imbalances e.g. 2008; kelond stale pensica credt downgrade, 2008
ageing populations

Primary Class: F. Other

12 Other

Other threats

GPE Sustaining the Gains: Task 3 Report Annexes
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Annex 3

Item 1.

Item 2.

Item 3.

Item 4.

Item 5.

Item 6.

GPE Sustaining the Gains: Task 3 Report Annexes

Example of Political Risk Insurance

Request

Insured:

Insured’s
Country:

Policy
Period:

Host
Country(ies):

Foreign

Enterprise(s):

Description
of Principal
Activity of

the Foreign
Enterprise:

Request for Non-Binding Indication
Political Risk Insurance

Enter the legal name, address, and website of the entity which is investing in
the host countries. This is typically the US parent company.

Enter country in which the Insured is domiciled

Enter the desired term for the policy’s inception thru expiration. Most policy
terms are three or five years. During this term, underwriters are committed to
the capacity i.e. cannot cancel the policy. The rate on line is also guaranteed
regardless of country risk deterioration.

Enter the countries desired to be insured.

Enter the types of entities operating in the host countries i.e. subsidiaries,
joint ventures. If possible, supply list of names. If it is cumbersome to supply
names at this NBI stage, this information can be provided later before
binding.

Enter a general description of the operations of the foreign enterprises.

WillisTowersWatson Ll1"I'l:l
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Item 7.

Item 8.

Item 9.

Item 10.

Item 11.

Item 12.

GPE Sustaining the Gains: Task 3 Report Annexes

Coverages:

Maximum
Limit of
Liability:

Political
Violence
Deductible:

Waiting
Period:

Additional

Information:

Need by
Date:

Select all of the covers desired to be insured.

Choose from:

A. Expropriatory Act

Selective Discrimination

Inability to Export

Forced Divestiture

Forced Abandonment

Political Violence including terrorism
Business Interruption

Currency Inconvertibility/ Non-Transfer

War

ITOmMmMoOOW

Enter the maximum limit of liability you desire for the policy and any perils
sublimits.

Enter the amount desired for a deductible for losses of Political Violence

Enter in the desired waiting period i.e. the time frame for before a claim can
be paid. Itis intended to be a ‘cure period’ in which circumstances may
hopefully improve/desist. Note the 180 days is a market standard and
generally not negotiable. It does not apply to Political Violence claims

Attach detailed information about the property (statement of values- SOV), net
investment values if available, contracts with Governments, and currency
remittances if available.

Enter the requested deadline for indications to be provided to Willis Towers
Watson

WillisTowersWatson Ll1"I'l:l
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Annex 4 VAPOR

The Oxford Analytica / Willis Towers Watson VAPOR (Value at Political Risk) system allows global
companies to assess and compare the financial implications of exposure to a suite of political risks — in
individual countries, regionally or globally — using an interactive online tool that is updated quarterly to
reflect geopolitical events. The VAPOR model (Figure A4.1) covers six political risk perils across eleven
industry types in over 160 countries.

INPUTS ALGORITHM OUTPUTS
Frequency
assessment Industry vs risk
Confidence f threshald :
ratings : —

Resilience
Average

’ annual loss
. —j—> as%or$

. ALGORITHM -

: . VAPOR Il

: : : Probable
: . Actuarial ’ i
: . assessments maximum loss

Confiscation

Political violence

War . Time horizon Historical loss
Exchange transfer : (1110 years) vs risk data
Import/export embargo

R

Sovereign non-payment

Figure A4.1  Schematic of VAPOR model.

As with most classic catastrophe models, Oxford Analytica’s assessments provide several key inputs as
described below.

A4.1 Frequency assessment

Frequency assesses how often a major risk contingency will have a material impact on a particular
industry, operating in a given jurisdiction. This exercise involves both historical analysis and a non-linear
assessment of the outlook for similar risk events over the time horizon in question.

VAPOR frequency metrics are necessarily calculated using a threshold assessment. Even the best model
cannot be relied upon to predict every minor contingency that may affect the bottom line for businesses in
a particular sector. By focusing only on severe events that have a lasting, material impact on business
conditions, the VAPOR model can be more accurate in its probabilistic assessments of the potential cost
of political risk events to a business over time. For example, peaceful protest movements that have limited
economic effects would not ‘trigger’ the model — but mass demonstrations that block mining activity, would
do so.

GPE Sustaining the Gains: Task 3 Report Annexes WillisTowersWatson Ll"I'll
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A4.2 Vulnerability assessment

Oxford Analytica feeds the model with a vulnerability assessment, a historically derived assessment of
business losses experienced in the face of certain kinds of severe political risks. For example,
expropriation events tend to generate exceptionally high losses, which often amount to the full value of the
investment and expected future earnings. On the other hand, some industries can be relatively resilient in
the face of capital controls.

A4.3 Confidence assessment

The forecasts are finally calibrated through the confidence assessment, asking whether the society in
question is subject to any potential foreseeable contingencies that might alter political risk conditions. For
example, if a country is facing an election that might bring a resource nationalist party to power, the team
might reduce its confidence assessment regarding political risks confronting the mining or oil and gas
sectors.

Confidence shifts are expressed in the VAPOR model by widening the upper and lower bands of expected
dollar-value losses over time, and increasing the upper and lower range of the probable maximum loss
estimate.

The research that feeds all three of these assessments takes account of the historical experience of the
society or industry in question, and then makes judgments about whether such trends are likely to persist.
Past is not necessarily prologue in political risk, so a simple assessment of the historical trend — or of
current conditions — would often prove deceptive.

A4.4 Available GPE partner country political violence (PV) risk index trend

Listed below are available political violence risk index trend data out of 100.

Country PV Risk
Bangladesh 83
Congo, Dem. Rep. 78
Cote d'lvoire 58
Dominican Republic 32
Egypt 69
Ghana 38
India 58
Indonesia 66
Kenya 55
Myanmar 42
Nigeria 66

GPE Sustaining the Gains: Task 3 Report Annexes WillisTowersWatson Ll"I'll
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Pakistan 65
Philippines 44
Senegal 35
Tanzania 48
Ukraine 47
Uzbekistan 43
Vietnam 42
Zambia 62
Zimbabwe 58

Table A4.1 Available GPE partner country PV risk index trend, out of 100.

A4.5 “Heat map” of exposures

MADAGASCAR

Figure A4.2 Heat map of exposures.

GPE Sustaining the Gains: Task 3 Report Annexes
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A4.6 Country level view of expected loss

KazaknsTAn Pakistan

$19,593
$15,896

$12,198

@

~* Nigeria

Upper: 591,542
VAPOR.: $77,026

Lower: 562,509

Figure A4.3 Pakistan view of expected loss. il

e

£183,758
VAPOR: $154,535

Lower: £125,312

R o e g
Figure A4.5 Nigeria view of expected loss.

= ]
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Figure A4.4 Democratic Republic of Congo view of expected loss.

A4.7 VAPOR losses

A4.7.1 VAPORII

Across all the possible futures, the average amount that an institution may lose is called the annual
‘expected loss’ or VAPOR .
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WAPOR | Expected Loss

Country

Year 1

Lower 3200,019
VAPOR

Upper £294,893

Figure A4.6  Vapor | expected loss

A4.7.2 VAPORII

Looking at the most unfavorable of these possible futures, a high estimate for the amount that an
institution may lose is called the ‘probable maximum loss’ or VAPOR II.

VAPOR Il Portfolio PML

Year

99 $2,708,263

99.5% 53,021,084

99.9% $3.802,260

Figure A4.7  Vapor Il expected loss

A4.7.3 VAPOR output examples

Country and Peril Expected loss
DRC Political Violence

Nigeria Political Violence S 75,674
DRC War S 40,523
Pakistan Political Violence $ 15,790
Nigeria War $ 5,405
Pakistan War S 422

Figure A4.8  Vapor output examples
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