FRAMEWORK DEEP-DIVE
#34 of 50

The Cyber Risk Architecture
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EfuturesCFO Proprietary Framework

A comprehensive analysis of framework structure, common themes,
operating mechanisms, failure modes, maturity progression,
and implementation guidance for the modern CFO.
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The Framework

The Cyber Risk Architecture

EfuturesCFO Proprietary Framework
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Figure 1 — The Cyber Risk Architecture | EfuturesCFO Proprietary Framework

Executive Description

The Cyber Risk Architecture is the EfuturesCFO framework for managing cybersecurity and technology risk as a
financial discipline rather than a purely technical concern. It positions the CFO as the financial steward of
cybersecurity, responsible for ensuring adequate investment in security capabilities, quantifying cyber risk in financial
terms, and maintaining the insurance and incident response readiness that mitigate the financial impact of security
events.

The four pillars address the CFO’s specific responsibilities in cybersecurity governance. Risk Assessment quantifies
cyber risk in financial terms the board can evaluate. Security Investment ensures the right amount is spent on the
right capabilities. Incident Response prepares the organization to respond effectively when a breach occurs.
Governance and Compliance ensures cybersecurity governance meets board expectations, insurance coverage is
adequate, and regulatory requirements are fulfilled.
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Pillar 1: Risk Assessment

Cyber risk assessment quantifies the company’s technology risk exposure in financial terms. This pillar covers threat
landscape analysis (understanding the types of attacks most likely to target the company), vulnerability assessment
(identifying weaknesses in the company’s technology infrastructure and practices), and financial exposure
guantification (translating cyber risks into expected financial impact: business interruption costs, data breach costs,
regulatory penalties, and reputational damage).

Pillar 2: Security Investment

Security investment ensures the company spends the right amount on cybersecurity capabilities. This pillar covers
security stack evaluation (assessing the adequacy of current security tools and practices), budget optimization
(allocating the security budget to the highest-risk areas), and ROl measurement (quantifying the risk reduction
achieved per dollar of security investment).

Pillar 3: Incident Response

Incident response prepares the organization to respond effectively when a security incident occurs. This pillar covers
response plan development (documented procedures for detection, containment, eradication, and recovery), tabletop
exercises (simulated incident exercises that test the organization’s response capability), and recovery procedures
(the technical and business processes for restoring operations after an incident).

Pillar 4: Governance & Compliance

Cyber governance ensures that cybersecurity is managed as an enterprise risk with appropriate board oversight. This
pillar covers board reporting (providing directors with the information they need to fulfill their cyber oversight
obligations), insurance coverage (maintaining cyber insurance that covers the company’s exposure profile), and
regulatory compliance (meeting applicable cybersecurity regulations and standards).
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Common Themes & Cross-Framework Dependencies

Theme 1: Cyber Risk Is Financial Risk

A successful cyber attack can cause revenue disruption, regulatory penalties, litigation costs, and reputational
damage that collectively threaten the company’s financial viability. The CFO who treats cybersecurity as a technology
issue rather than a financial risk is not managing one of the company’s largest exposures.

Theme 2: Investment Must Be Risk-Proportional

Security spending should be proportional to the financial risk being mitigated. The CFO brings the analytical discipline
to evaluate whether the company is over-investing in low-risk areas and under-investing in high-risk areas.

Theme 3: When, Not If

The question is not whether the company will experience a cyber incident but when. Preparation through incident
response planning, tabletop exercises, and adequate insurance coverage determines whether an incident is a
manageable event or a business-threatening crisis.

Cross-Framework Dependencies

* Prerequisite: Enterprise Risk Management (#30) provides the risk management framework within which cyber
risk is assessed.

* Enabling: Data Governance (#38) provides the data classification and protection infrastructure.
* Amplifying: Al Governance (#35) addresses the emerging intersection of Al and cybersecurity risk.

* Downstream: Due Diligence (#47) includes cybersecurity assessment. Exit Planning (#49) requires
demonstrated cyber governance.
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Operating Mechanisms

Operating mechanisms are the specific processes, cadences, governance structures, roles, and measurement
systems needed to activate each pillar. The mechanisms below convert this framework from a conceptual model into
an operational reality.

Mechanism 1: The Annual Cyber Risk Assessment

An annual assessment quantifying the company’s cyber risk exposure in financial terms. The assessment identifies
the top 10 cyber risks, estimates their probability and financial impact, evaluates current mitigation effectiveness, and
calculates residual exposure. Results are presented to the board.

Mechanism 2: The Bi-Annual Tabletop Exercise

A simulated incident exercise conducted every 6 months involving the CFO, CEO, CTO, Legal, and Communications.
The exercise tests the company’s incident response plan, identifies gaps, and builds organizational readiness for
actual incidents. Scenarios should include ransomware, data breach, and business email compromise.

Mechanism 3: The Cyber Insurance Review

An annual review of cyber insurance coverage evaluating: coverage types (first-party and third-party), coverage limits
(adequate for the company’s exposure profile), policy exclusions (understanding what is not covered), and premium
optimization (ensuring competitive pricing). Conducted with the insurance broker and reviewed by the CFO.

Cybersecurity budget CFO + CTO + CEO Annual Co-owner: evaluates investment against
financial risk

Incident response strategy CEO + CFO + CTO + Annual Advisor: provides financial impact

Legal perspective
Cyber insurance program CFO Annual Owner: designs coverage program
Board cyber risk reporting CFO + CTO Quarterly Co-owner: presents financial risk perspective
Ransom payment CEO + CFO + Board Per incident Advisor: evaluates financial and legal
authorization implications

Figure 2 — Decision Rights Matrix

Annual Cyber risk assessment CTO + CFO Quantified risk assessment
Semi-annual = Tabletop exercise CTO + CFO + Legal Exercise results and gap analysis
Annual Cyber insurance review and renewal CFO Insurance program assessment
Quarterly Board cyber risk update CFO + CTO Board risk report
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Monthly Security metrics dashboard review Security metrics

Figure 3 — Governance Calendar
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CFO Personal vs. Delegation Actions

Activity CFO Personal Delegate To

Cyber risk financial quantification
Cybersecurity budget evaluation
Tabletop exercise participation

Cyber insurance program design

Board cyber presentations (financial
risk)

Day-to-day security operations

[0 CFO leads financial analysis
O CFO evaluates ROI

O CFO participates

0 CFO owns

O CFO presents

Cybersecurity & Technology Risk | #34

CTO provides technical assessment
CTO proposes investment
CTO organizes

Broker provides options

CTO and security team manage entirely

Figure 4 — CFO vs. Delegation Matrix
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Failure Modes & Warning Signs

The The Cyber Risk Architecture fails in predictable ways. Each failure mode produces specific symptoms the CFO
should monitor. The hub-and-spoke design implies balance across all four pillars; imbalance is the primary failure
pattern.

Failure Mode 1: Technology-Only Approach

Cybersecurity managed as a technology issue without financial risk quantification or board-level governance.
Symptoms: security budget set by IT without CFO input, no financial quantification of cyber risk, board unaware of the
company’s cyber exposure, and no incident response plan involving business leadership.

Failure Mode 2: Insurance lllusion

Reliance on cyber insurance without understanding coverage limitations. Symptoms: insurance coverage that
excludes the company’s most likely attack scenarios, coverage limits insufficient for the company’s actual exposure,
and claims denied due to policy exclusions that were not understood at purchase.

Failure Mode 3: Untested Response Plans

Incident response plans that exist on paper but have never been exercised. Symptoms: during an actual incident, the
team discovers the plan is outdated, contact lists are wrong, and roles are unclear. The first time the organization
tests its response plan should not be during a real incident.

Framework Imbalance Diagnostic

No financial quantification of ~ Technology-only approach Conduct financial cyber risk assessment immediately
cyber risk
Board has not been briefed Governance gap Add quarterly cyber risk to board agenda

on cyber risk

Incident response plan never  Planning without testing Schedule tabletop exercise within 60 days
tested
Cyber insurance not Insurance complacency Conduct comprehensive insurance review with broker

reviewed in 2+ years

Figure 5 — Framework Imbalance Diagnostic
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Maturity Progression: Stage-Specific Actions

Most organizations operate at Level 2 or Level 3 on this framework. The progression below provides the concrete

steps needed to advance.

Level 12 From unmanaged to
assessed

Level 23 From assessed to
governed

Level 3-4 From governed to resilient

Level 4.5 From resilient to strategic

1. Conduct first financial cyber risk assessment 2. Review
cyber insurance adequacy 3. Document incident response
plan

1. Launch quarterly board cyber risk reporting 2. Conduct
first tabletop exercise 3. Quantify ROI for security
investments

1. Semi-annual tabletop exercises 2. Security investment
optimized by risk analysis 3. Automated threat monitoring
with financial impact estimation

1. Cyber resilience as competitive advantage 2. Cyber risk
integrated into all business decisions 3. Board-recognized
cyber governance maturity

Figure 6 — Maturity Progression Roadmap
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Industry Calibration

The four pillars apply universally, but their relative emphasis shifts by industry. The CFO should calibrate the
framework to match industry realities.

Industry Dominant Pillar Calibration Notes

SaaS
Manufacturing
Financial
Services

PE-Backed

Healthcare

Security Investment
Incident Response
Governance &
Compliance

Risk Assessment

Governance &
Compliance

Customer data protection is existential. SOC 2 and security certifications are sales
requirements.

Operational technology (OT) vulnerabilities and ransomware targeting production
systems are primary threats.

Regulatory requirements (NYDFS, FFIEC, PCI) mandate specific cybersecurity
governance frameworks.

Cyber risk assessment is a standard diligence requirement. Demonstrated
governance affects transaction valuation.

HIPAA security requirements, PHI protection, and connected medical device security
are unique obligations.

Figure 7 — Industry Calibration Matrix

Quantification Anchors

These metrics indicate whether the framework is actively operating or merely documented.

Assessment

Investment

Response

Governance

Last financial cyber risk assessment Within 12 months Over 24 months: risk exposure
unknown
Security spend as % of IT budget 5-15% (varies by Below 3%: likely underinvesting
industry)
Last tabletop exercise Within 6 months Over 12 months: response readiness
unknown
Board cyber risk briefing frequency Quarterly Annual or never: governance gap

Figure 8 — Quantification Anchors
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Implementation Quick-Start

First Three Moves

If you do nothing else, do these three things within the next 30 days.

* Move 1: Quantify your top 5 cyber risks in financial terms. Probability of occurrence multiplied by financial
impact (business interruption, breach costs, regulatory penalties). This transforms cybersecurity from a
technology discussion into a financial risk discussion the board can evaluate.

* Move 2: Review your cyber insurance policy. Understand what is covered, what is excluded, whether limits
are adequate for your exposure, and when the policy was last competitively marketed. Most companies discover
gaps they did not know existed.

* Move 3: Schedule a tabletop exercise within 60 days. A 2-hour simulated ransomware scenario involving the
CEO, CFO, CTO, Legal, and Communications. The exercise reveals response gaps that cannot be identified any
other way.

90-Day Activation Checklist

1-3 Quantify top 5 cyber risks in financial terms Financial risk assessment
3-5 Review cyber insurance coverage and adequacy Insurance gap analysis
5-7 Document or update incident response plan Response plan

7-9 Conduct tabletop exercise Exercise results and gaps
9-11 Evaluate security investment ROI Investment assessment
11-13 Present cyber risk framework to board Board cyber briefing

Figure 9 — 90-Day Activation Checklist

The Single Most Important Action

Quantify your top 5 cyber risks in financial terms and present them to the board. Probability multiplied by
impact produces expected loss. This single analysis transforms cybersecurity from a technical topic the board
delegates to IT into a financial risk topic the board governs directly. The CFO who presents quantified cyber
risk earns board credibility and ensures that cybersecurity investment is proportional to the financial

exposure it mitigates.
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