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Discussion Topics

The Risk Management Value Continuum
Enterprise Risk Management (ERM)
The ERM Frameworks

Categories of Risks

The Challenge to Mining Companies
Embedding ERM throughout the Organization

¢ ¢ ¢ ¢ ¢ ¢ o

Corporate Resilience T the Next Generation Framework
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. Risk Managenahte Continuum

Key Issues: *
1. What is the current location of mining companies \QQ
along the continuum? _ _
2. What is the desired location Enterprise Risk
along the continuum o < Management
3. How should the organization move QO
S o
from the current to the G Strategy, organization,
desired location? and process to:
AAssess (identify, source
A & and measure)
(\O\ BUSTNESS RIS AManage (control, transfer)
. a0 ¢ AMonitor integrated pools
‘\\O YT of risk
Rigorous assessment ERM Framework
for most risks, COSO
Individually AS/NZS; AIRMIC; FERMA
Silo approach Portfolio view of risks
Management of financial RBCA

A

Traditional risks
Risk Management

Purchase of Insurance or
self-insurance of pure
risks; hedging products
for few specific risks

RISK MANAGEMENT PERSPECTIVE
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ERM: What has changed?

A Treating the vast variety of risks in a holistic manner
A Elevating risk management to the Board level

A Appointment of a Chief Risk Officer

© 2008 KPMG Manabat Sanagustin & Co., certified public accountants, a professional partnership established under Philippine law, is a member firm of the KPMG network of independent member firms
affiliated with KPMG International, a Swiss cooperative. All rights reserved. Printed in the Philippines. 3



Evolution of Enterprise Risk Management

Corporate level

Interdepartmental level

Plus strategic\risk

Departmental level azard risk only

NQ_integration

| Integration
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Enterprise Risk Management

What is Enterprise Risk Management?

né a process, effected by an entity's board of directors,
management and other personnel, applied in strategy setting
and across the enterprise, designed to identify potential events
that may affect the entity, and manage risks to be within its risk
appetite, to provide reasonable assurance regarding the
achievement of entity objectives.o

Source: COSO Enterprise Risk Management i Integrated Framework. 2004. COSO.
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Standard and Pooraas sees ER

A

A

An approach to assure the mining company is attending to all
risks;

A set of expectations among management, shareholders, and
the board about which risks the mining company will and will not
take (Risk Appetite);

A set of methods for avoiding situations that might result in
losses that would be outside the c 0 mp a tolgranse;

A methodtoshifffromin cost / mbémefsktY:0o ewar do

A way to help fulfill a fundamental responsibility of the mining
c 0 mp a board and senior management;

A toolkit for trimming excess risks and a system for intelligently
selecting which risks need trimming; and

A language for communicating the f i r efforts to maintain a
manageable rlsk pl’()fl|9
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What ERM is not:

A A method to eliminate all risks;
A A guarantee that the firm will avoid losses;

A A rigid set of rules that must be followed under all
circumstances;

A Limited to compliance and disclosure requirements;

A A replacement for internal controls of fraud and
malfeasance,;

A Exactly the same for all firms in all sectors;
A Exactly the same from year to year; nor

A A passing fad.
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The Enterprise Risk Management Framework

AS/NZS ERM Framework (2004)
Process Types of Risk

Establish Context
Identify Risks

Analyze/ Quantify Risks
Integrate Risks
Assess/Prioritize Risks
Treat/Exploit Risks

———————
Risk
Governance

————————— e ———————
Risk and Control Risk

Monitor & Review Optimization Assessment

Internal Envirecnment

TW

Monitoring — 0 uantification
and Reporting and Aggregation

tification

COSO ERM Framework (2004)
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KPMG ERM is about mana@ng risk

o do this, you need to do two things well

Create Content

Profile your business risks by
leveraging existing risk
assessment documents

Create Process

Build and maintain a dynamic risk management
process
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KPMG ERM Framew@mgating Content

Top 10 Risks

Catastrophic 9

il | 3] Loss of building, together with key
staff or technology infrastructure

2 Adverse changes in law and
government affecting the
companyds businesis m

Major @

©

(8]

S 3 Loss of market share or revenue
S through competition or regulation
g

< Introduction of competing products
o @ 4 )

(@) Moderate and technologies by other

< .

- companies

@

51 5c Inability to attract and retain key
employees

Minor

5 1b Failure to develop global
management and information
systems

Insignificant 6 @ @

7/ | 4d Exposure to litigation related to the
companyds productis/ s

Remote Unlikely Possible Likely Almost s | 3h Deficient products/services provided

o . certain resulting in loss of reputation
Likelihood of Risk Occurrence

) 4a Inability to react to changes in
overseas legal, economic, or
regulatory environment

D Top Ten Risks . Reputation Risks Prodyce Een‘ormance and ’ Regulgtory anq
Quality Risks Compliance Risks . .
e (001 3i Increased pricing pressure from
() operating Risks @ Growth and Strategic Risks competitors and/or customers
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KPMG ERM Framev@mating Process

An assessment can help highlight the risk strategy, process, and activities for your organization

Risk Maturity Continuum

Remain in Compliance A Management Process A Strategic Tool ‘

Risk Governance >

Risk Quantification and Aggregation

Risk Monitoring and Reporting

Risk and Control Optimization

An assessment yields a tailored implementation approach, including:

A road map for implementing potential ERM improvements Creating
Content

( Creating Process ‘

M © 2008 KPMG Manabat Sanagustin & Co., certified public accountants, a professional partnership established under Philippine law, is a member firm of the KPMG network of independent member firms

A clear articulation of the desired degree of ERM maturity for your business
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Coping with the prospect of mining risks will re-enforce the need for
an enterprise risk management approach to be adopted by mining
companies to:

G
G
G
G

Pal

Maxi mi ze compan ,
\\lmperlal
Protect compan yRANIEEE

Protect company

Sustain profitability ompi{':":‘tnay
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Promoting ERM among Mining Companies

A Investors want to be aware of the full range of risks which are
iInherent in their investments;

A Mining companies need to communicate to investors their risk
appetite, their top risks and what they are doing to manage
them:;

A There is a market premium for companies who demonstrate
successful risk management and corporate governance.
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Categories of Risks

Legal & Compliance Risk Acompliance (Laws & regulations)
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Are Mining Companies Ready for
Enterprise Risk Management ?
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The Challenge to Mining Companies

Mining companies are experiencing pressures to:

Ensure safety of the general public
Ensure the safety of their employees
Ensure the safety of the environment
Reduce Cost

Improve global competitiveness

> >y D>y D> D
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The Future Chall‘e'nge for Mining Companies

The biggest challenge to
a mining company is Board
embedding enterprise risk Directors
management throughout

the organization.

Management
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Embedding Risk Management throughout the Organization

A Arisk aware culture

A Senior Management Commitment
A A common business risk language
A Risk management structure

A RISk management process
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