Quantitative Risk Modelling

The quantitative impact of the risks to a project or current operation are most often not modelled or even
understood. The result is that decision makers do not understand the variability in output that can be expected
(e.g. variability in production, costs, revenue and NPV). The fraditional qualitative risk assessment process identifies
and prioritises risks to be managed through the project life cycle or operation without a quantitative view on the

impact.

Cyest Analytics identified the need for
a rigorous quantitative risk modelling
approach and has applied the latest
actuarial dynamic financial analysis
(DFA) and Monte Carlo simulation
approaches to assess risk accurately.

o Quantitative risk modelling is a
stochastic methodology that provides
a probabilistic range (or distribution)
of values, as opposed to a single
‘crisp’ or discrete value such as a
single grade, cost or production. The
resultant output is then calculated
as a distribution which means that a
minimum and maximum range within
confidence levels can be expressed
(NPV, Tonnes, costs etc). The projects’
downside risk i.e. (NPV<0) can also be
accurately assessed and quantified.

o Alternatfive mitigation strategies can
now be tested to assess the impact on
the project valuation, variability and
downside risk.
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Quantitative versus Qualitative Risk Assessment

Stochastic Modelling adds variability to all underlying variables
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risk modelling in practice.

The Risk Attribution analysis chart explains the percentage contribution of the various variables to project risk.
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studies and feasibility studies).
2. Quantification of the underlying risks on
Currenf opergﬁons p|0n Ond budgef Risk Attribution shows the underlying variables contributing to the overall risk
(production, revenue, cash flow).
3. Specific quantitative risk modelling (e.g. assess impact of Falls of Ground).
4. Variability within a Capital estimate and calculating contingency requirements based on required confidence
level of estimate.
5. Quantitative risk modelling of OPEX estimates to assess the variability and confidence level of operational
expenditure.

Please contact Gary Lane to discuss your specific risk modelling requirements.
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