
Define Material Events 
With On-Demand Financial 
Quantification

In the complex realm of cyber threats, assessing an organization's specific exposure 

to potential losses becomes paramount for creating data-driven mitigation strategies 

that align with business goals and foster resiliency. Kovrr's cutting-edge cyber risk 

quantification (CRQ) methodology and reporting engine simplify this process with 

automated calculations that determine materiality thresholds, offering clarity and 

control to all key stakeholders in an increasingly unpredictable digital landscape. 

Instant Insights

Access real-time calculations of cyber loss 

exposure tailored to a unique, internal 

business model.

Data-Driven Thresholds

Leveraging accounting benchmarks, Kovrr's 

solution offers materiality thresholds, 

ensuring value-based risk prioritization.
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© What is a Material Cyber Event? 

The Securities and Exchange Commission {SEC) has 
introduced regular ions that mandate companies to 
repon cybere1Jents 1hat resul1 in a material impact. 

However, what cons1i1LI1es "material" varies 
significantly and is a complex legal issue. Materiality can 
be defined by several factors, including the duration of 
thee1Jent, the number of re,:ords compromised, and 1he 
ext en I of financial loss incurred . 

Essenti<1lly, m<1teri<1lity is a contel!tual concep1, and its 
determination requires a c<1se-by-case ev<1luation. For 
some organizations, a breach might be considered 
material if it l<1sts for an extended period, while for 
others, it could be the compromise of a sutistantial 
number of records or a significant financial loss that 
deems a cyber event as material. 

In navi~ing these SEC regulations, companies must 
carefully assess the unique circumstances and potential 
implications of cyber events to ensure compliance and 
transparency. 

Kovrr recognizes the challenges in defining these 
thresholds. We offer assistance in setting preliminary 
values based on industry standards and best practices. 

We also provide tools and e~penise to help you 
investigate and analyze the likelihood of experiencing 
such material events and strategies to minimize rhis 
likelihood 

Note that you have the fle~ibility to edit and customize 
these thresholds as needed to align with your 
organization's specific risk profile and regulalory • 
requirements. 
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One of the most challenging aspects of cyber materiality is developing a clear 

definition. Kovrr facilitates this process by:

Kovrr’s expert research has determined that firms start their materiality 

determination process at one basis point of revenue1. Our solution automatically 

plots this point, as well as a 10x (extreme) event point, on a loss curve to highlight an 

organization's most significant, most material risks in combination with the 

likelihood of experiencing that type of event. 


Kovrr's innovative solution also accounts for the more subjective aspects of 

materiality, such as record count and outage windows. Our models leverage these 

thresholds and other significant criteria provided by key stakeholders to compute 

the probabilities of an organization experiencing a loss of that amount. 

1 https://cdn.ymaws.com/www.members.issa.org/resource/resmgr/journalpdfs2/feature0923.pdf © 2023 Kovrr. All rights reserved.

1 Quantifying the loss potential of expected cyber events 

2 Measuring the probability of that loss occurring

3 Recommending a clearly defined, data-driven materiality threshold
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Kovrr’s Cyber Materiality Report

The novel Cyber Materiality Report provides organizations with a financially 

quantified risk analysis that surpasses the scope of general industry thresholds. 

When combined with Kovrr's customized benchmark evaluation, organizations are 

armed with data-driven insights to determine materiality and remain compliant with 

disclosure requirements. 


Leveraging the Cyber Materiality Report, organizations are equipped to:

 Determine which cyber risks are likely to meet materiality thresholds, rendering 
them suitable and applicable for annual report disclosures (10-K, 20-F)

 Create a data-driven framework for quickly aligning incidents to risk to know if a 
material disclosure is advisable within the given 4-day period (8-K)


Confidently communicate the state of the organization's cyber posture and what 
the cyber program recommends qualifies as preliminarily material to legal counsel 
and the board of directors

The likelihood of incurring events surpass the predetermined material values. 
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Adaptive Algorithms

Kovrr's risk models constantly evolve, adapting to and accounting for the latest cyber 

threat data and trends.

User-Friendly Interfaces

The intuitive platform ensures easy navigation and understanding. Its accessibility 

facilitates strategic cybersecurity discussions even among those without a statistical 

background. 

Streamlined Reporting

Kovrr's Cyber Materiality Report simplifies regulatory reporting. Enhance board and 

executive collaboration further with standard risk prioritization and transfer 

recommendation reports that drive business resiliency. 

Kovrr’s models incorporate millions of real-world cyber event data points to produce 

unbiased, highly calibrated risk and materiality assessments that are communicable 

at the highest organizational levels. By shifting this materiality determination 

process up to the boardroom, executive stakeholders can strategically allocate 

resources to ensure a streamlined reporting process and business resiliency in the 

face of a material cyber event.


Trusted by global insurance groups for years, these insurance-grade risk models are 

now available at the enterprise level with:


Shift Up: Elevating the Cyber Materiality 
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