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Dear Colleague:    
Trust – The Glue That Holds Us Together!

Threats evolve from every direction and vector.  And at today’s Speed of Business, we are all challenged to anticipate, plan, and prepare for tomorrow’s challenges.  As this Client Advisory has mentioned, the convenience of forward-looking anticipation material impacting risks is hard to find.  The whirlwind of every business day delivers new risks to operations, customer resilience, data security, financial integrity, reliability of processes, safety, and security.  Artificial Intelligence (AI) multiplies the speed at which these risks arrive and drill into the heart of your business.  Most of our attention is focused on processes, interactions, supply, and performance.  All are susceptible to compromise.  TRUST however becomes the factor that may save the day - trusted relationships, deals, agreements, performance, data, and financial integrity.  Trust is the one element of our world that two parties can build and maintain to succeed.  If one’s word and deed can’t be trusted, the rest is blurred crisis management.   

Trust in your business world is the act of parties clearly stating their purpose and need, and then agreeing on principles and actions that satisfy both parties.  It requires understanding and honesty in presenting performance.  Individual and corporate integrity plays a strong roll, along with diligence in examining past performance and representations about measuring performance.  Trust grows with each interaction and fails with inaccuracies and unwillingness to contribute to Recognition, Response, and Recovery when something does not work.  

In the emerging world of AI, everything is now up in the air.  Even the gurus of the systems are yet to confirm they can be TRUSTED!  The newness and haste with which systems have been thrown together defy trust.  The only factor to be relied upon is the data and the level of trust in that information.  The test is the level of confidence by the parties that produced the data, protected the data, transported, and delivered the data.  At every level a major new risk component is data security, integrity, and protection from all vectors of AI.  Compartmentalize, then separate by source and/or use the essential information, and then protect it at all costs.  With trusted data, threats from alternative and creative process can be mitigated and managed.       

The Data Center Target - Risk!

The swarm of new high capacity Data Centers aligns with the magnitude of data processing being delivered by AI.  The massive support from electrical power and water to operate these behemoths delivers a major risk that has yet to become clear.  The sheer size of these facilities and support structures makes a mighty fine target for bad guys.  Along with concentration of Data Centers in Virginia and Texas, we may be building the equivalent of Pearl Harbor.  Imaging a swarm of drones targeting buildings the size of multiple football fields and that handle billions of data bits daily.  These facilities may become not only challenges to the eco-systems around them, but also an Achilles Tendon in the operating stream of successful data security and AI operations.   I am not aware of preparations for overhead projectile recognition and response, Page 2

or collateral damage from air defense systems that spew debris everywhere.  I have not seen anything about Data Center aerial protection systems protecting from overhead attacks.  Is the Air Force involved?  The US is already dealing with War and supply chain disruption and Data Centers will be popping up like weeds this fall and winter (Virginia already has more than 250).  Dear Colleagues, this may be a whole new category of Cyber-related Risk!  The insurance industry is hearing the need for Data Center insurance.  But imaging the recovery time cycle if a facility is obliterated is mind-boggling.  And the physical demands for power plants compounds the concern.   Resilience through redundancy supported by AI may become the life saver. 

Wildfire Risk and Drought

The global year to date losses from wildfires, flooding, torrential rain, convective storms, hurricanes, and earth quakes is astounding!  Wildfires alone have consumed 370 million acres and thousands of homes and structures.  The property consumption of the wildfire losses is 2 times the size of Texas, and the economic losses are in the multi-hundred-billion-dollar range.  Disruptions to all types of business operations and supply chains place these physical damages well beyond anything anticipated by insurers.  Additionally, the costs associated this season’s extended drought will deliver profound impact across the globe.  Can we handle it?  Somehow, we will!  But consider the risk mitigation options going forward, including strengthening building codes, management of wildland-urban interface (WUI) zones, forest management, water conservation and, of course, human behavior.  

AI Risk Management and Governance

Likely the highest risk associated with AI is the speed at which systems evolve and change.  Humans have yet to catch up with the speed and sophistication of models, much less master the idiosyncrasies of the operations.  Governance at all levels of AI models, from ideation to design, implementation, testing, and secure operations is imperative.  The purpose of the section on Trust is to remind that the only component of an AI model that is not changing dynamically is the data.  Systems must segment the data and protect it prior to being subjected to the model’s behavior.  Effective governance begins up front, anticipating the end-product, and the performance at every step.  Employment of talented thought leaders is imperative, and methodical governance and testing with approvals may now be more important than ever.         
   
[bookmark: _Hlk105759466]Risks associated with your business are everywhere and are now compounded by AI.  Risk Management principles are the foundational work of Integrated Risk Management Solutions, LLC.  We help you prepare and deliver trusted and responsive products/services and people.  I look forward to your thoughts and questions. 

Manage Your Risks Well,
 [image: ]
Attachment	
Risk Management is Every Team Member’s Business


Managing Risk = Cash Flow
Typical returns are 4:1 ROI and significant cash flow improvement!

Risk is anything that impacts cash flow!  Successful companies manage risk more effectively than competitors.  By practicing a “Risk Awareness” culture that engages every level of the business in prevention-centric behavior, cash flow is improved.
Key Risk Management Facts:
· Companies spend between 7 - 10% of revenue on risk-related costs, including:
   - Safety 		- Security			- Information Security      - Health & Wellness
   - Absence*	- Theft			- Fraud Prevention	 		- Revenue Inefficiency 
   - Audit 		- Compliance 	- Investigations 	    	 		- Settlements 
   - Claims 		- Insurance 		- Crisis Management 	 	- Emergency Response
       * Incidental absence can increase the costs of employee health and wellness programs by 2X.

· Risk costs are in multiple silos hiding the “Total Cost of Risk” and measurable ROI.
· 80% of company information system risks come from employees and trusted vendors.  
· FM Global, a world-wide property insurance and engineering firm, estimates that company earnings volatility can be reduced by 50% through effective Risk Management prevention and preparedness programs.  
· Companies that manage risks effectively will receive the best insurance prices and maximize the option to self-insure.  
· Enterprise-wide Risk Management is a complete vision of company risk.  A strong Risk Management culture helps a company respond more nimbly to unforeseeable events. 
· Documented and tested Business Interruption/Scenario Plans sustain key operations during an emergency and improve company survival by 70%.
· Uncertainty and financial pressure renew the need to manage risk.  These pressures have always been present, but the magnitude and visibility are at an all-time high.    
· Third party vendor transactions often result in 10% or greater errors and inaccurate billing.
· Sarbanes-Oxley, Dodd-Frank and compliance audits only test transactional controls – operational controls are “the source” of risk – Operations Assurance is the key!  
· Regular Operations Assurance reviews can improve revenue efficiency by up to 20%.
· Synergy from a holistic focus on risk, cost/revenue efficiency, loss reduction, underperforming vendors and fraud produces impactful cash flow improvement.

2026 Global Risks Defined by:
Integrated Risk Management Solutions, LLC ___________________________[image: ]
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World Economic Forum 
· [bookmark: _Hlk507495237]Geoeconomic Confrontation
· State based armed conflict
· Extreme weather events
· Societal Polarization
· Misinformation-Disinformation
· Economic Downturn 
· Erosion of human rights
· Involuntary Migration
· Adverse outcomes of AI 
· Cyber Insecurity

      
 Global Executive Opinion
· Economic Downturn
· Inflation/Public Debt
· Talent & labor shortages
· Extreme weather events
· Adverse outcomes of AI
· Geoeconomic Confrontation
· Interstate violence
· State-based armed conflict
· Decline in health & well-being
· Erosion of human rights
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