 
RISK MANAGEMENT POLICY 

 

The objective of risk management at________is to create and protect shareholder value minimising threats or losses, and identifying and maximising opportunities. An enterprise-wide risk management framework is applied so that effective management of risk is an integral part of every employee's job.

 

POLICY

 

Risk Management Strategy

 

1 Risk management strategy is integrated with the overall business strategies of the organization and is communicated throughout the organization. Risk management capabilities aide in establishing competitive advantage and allow management to develop reasonable assurance regarding the achievement of the company's objectives.

 

The annual strategic planning process provides the platform for identification, analysis, treatment and documentation of key risks. It is through this annual planning process that key risks and risk management strategies are communicated to the Board.

 


Roles and Responsibilities

 


The Board approves the Risk Management oversight structure and risk management policy guidelines arid delegates authority and accountability for risk management to the company's executive team. The Board periodically reviews the major risks identified by this team and their recommendations for dealing with and/or mitigating these risks.

 

The Board Audit Committee is responsible for reviewing the effectiveness of the Risk Management approach, Other committees are established as required to ensure key risks are managed efficiently and effectively.

 


Management

 


The Managing Director (MD) The MD has ultimate ownership responsibility for risk management by ensuring all components of risk management are in place. This is achieved by providing leadership and direction to senior managers and meeting periodically with them to review how risks are being managed.

 

Senior Managers are responsible for converting strategy into operation, identifying, assessing and treating risks within the policy guidelines approved by the Board. 

 

The Risk Management Coordinator provides support and facilitation to line managers in the risk management process and promotes risk management competence throughout the organization. Continuous improvement in the area of risk management is also a responsibility of the risk management coordinator.

 

Other - Personnel All employees are responsible in some form for risk management and especially play a significant role in communicating upwards any problems in operations, non-compliance with codes of conduct or policy violations.

 

Maral is of the view that not all aspects of risk management can be formalised and therefore places reliance on the skill, experience and judgment of its people to make risk managed decisions within policy guidelines.          

 

Employee development plans are prepared annually. These outline training and development along with appropriate remuneration and incentives to ensure all employee actions are aligned to the attainment of corporate goals. Performance appraisals are conducted annually for all staff.

 

      

 

Risk Management processes

 


Risk Identification, assessment, and response

 

Key risks are identified and analysed during the planning phases of any project or business cycle. I   This ensures that prior to committing resources, risk mitigation strategies have been identified " and residual risk has been deemed acceptable. This process includes scenario planning with respect to risks that are identified to have a potential material impact on revenue.

 


Monitoring & Reporting

 
The effectiveness of risk management strategies is monitored both formally and informally by management and process owners. The design and frequency of reports and associated key performance indicators is regularly reviewed to ensure they meet the information needs of the Board, MD and management.          

 

The Company's risk management system is evolving. This is an on going process mid it is recognised that the level and extent of the Risk Management System will evolve as the Company evolves.

 

An annual report is prepared by management for evaluation by the Board Audit-Committee which includes a review of forecasting accuracy, whether key risks have been reported efficiently, and if any events or trends emerged that were not forecast.

 

Internal Environment / Culture


Management sets a philosophy regarding risk and sets a risk appetite. This environment along with the integrity, ethical values, and competence of the people that operate in it create the risk culture of the organization. Maral believes that risk management is most effective when all employees apply it intuitively in day-to-day activities across the entire organization.

 

Management fosters and maintains a culture that encourages employees to communicate risk management issues and recommendations without fear of reprisals.

  


Risk Assessment Methodology

 

Conduct a risk assessment survey to identify, evaluate and prioritize a group of business risks which could significantly impact the company's or business unit's ability to accomplish its business strategies.  

 

Once the business risk is assessed, a risk map is to be used to plot the significance and likelihood of the business risk occurring. The map allows one to visualize risks in relation to each other, gauge their extent, and plan what type of controls should be implemented to mitigate the risks.

 


RATING

 

Significance to business

 

Once the risk survey is prepared, rate the significance of each risk as per the following parameters.

 
Descriptor

 

Detail Description

 

Monetary Limits: 

· Insignificant : Low financial loss, no disruption to capability ?

· Minor : Medium    financial    loss,    minor    disruption    to capability ? 

· Moderate : High financial  loss, some ongoing disruption to capability ? 

· Major : Major    financial    loss,    ongoing    disruption    to capability ? 

· Catastrophic : Mission critical financial loss, permanent disruption to capability ?

With 'Catastrophic' rating being given to the most significant (i.e. if this risk was not prevented or mitigated by proper controls, there could be a major impact on the  company's ability to accomplish certain of its key strategies) and 'Insignificant' rating being given to the least significant.

 

Rate the significance of each risk, without regard to the likelihood of occurrence. The rating should be based on the potential negative impact to the company if the situation or event occurred.

 

Likelihood of occurrence

 

We now rate the risk based on its likelihood of occurrence as per the following parameters.       


Level

 

Descriptor

 

Description
 
A : Almost certain - Is expected to occur in most circumstances

B : Likely - Will probably occur in most circumstances

C : Possible - Might occur at some time

D : Unlikely - Could occur at some time

E : Rare - May occur only in exceptional circumstances

 

Both the significance and likelihood evaluation should be determined without regard to the processes and controls that the company has in place to manage these risks.

 


RISK ASSESSMENT MAP


The Risk Map prioritizes each risk according to significance and likelihood and maps the risks into four quadrants. To map the risks into these quadrants, follow these steps:

  

1.   For each risk, plot the significance on the vertical axis and the likelihood on the horizontal axis. For example...  

 

If you rated 'On Time Performance1 with £ significance rating of 'Major' and likelihood rating of ‘Likely' you would plot it as follows on the risk map ( PLEASE SEE ATTACHMENT "RISK IMAGE-1")

 
Low 

 

2.   Once the top risks are plotted, position in the quadrant helps prioritize the risks and
indicates the level of concern and attention which should be directed toward
mitigating that risk given it's potential impact on the company's ability to accomplish
its business strategies.  

 

3.     The Risk Map locates each risk in the following four quadrants:  PLEASE SEE ATTACHMENT "RISK IMAGE-2"

 

I. "Prevent at Source" risks.

 

Risks in this quadrant are classified as Primary Risks and are rated "high" priority. These are critical risks that threaten the achievement of company objectives. These risks are both significant in consequence and likely to occur. They should be reduced or eliminated with preventative controls and should be subject to control evaluation and testing.

 

II. "Detect and Monitor" risks.

 

Risks in this quadrant are significant, but they are less likely to occur. To ensure that the risks remain low likelihood and are managed by the company appropriately, they need to monitored on a rotational basis. Detective controls should be put into place to ensure that these high significance risks will be detected before they occur. These risks are second priority after Primary Risks.

 

III. "Monitor" risks.

 

Risks in this quadrant are less significant, but have a higher likelihood of occurring. These risks should be monitored to ensure that they are being appropriately managed and that their significance has not changed due to changing business conditions.

 

IV. "Low Control" risks.

 

Risks in this quadrant are both unlikely to occur and not significant. They require '*        minimal monitoring and control unless subsequent risk assessments show a substantial change, prompting a move,, to another risk category.

 

In the example, "On Time Performance Risk" falls into Quadrant I, suggesting that this risk should be Prevented at Source. In addition to it being significant, it is also likely to occur (based on historical statistics). A detailed management action plan is required to monitor and reduce the risk.

 

The completed Risk Map will give a basis for assessing risks and addressing each one in accordance with its potential impact on business strategy.

 

ASSIGNING OWNERSHIP - Risk Analysis Matrix

 

The importance of identifying key risks is not only to identify the most important areas to which resource should be allocated in risk management but also to allocate responsibility for management of these risks.

 

For each component of the activity subject to a risk analysis, Company should evaluate the likelihood and consequences as per the matrix below

 

 

	
	Almost Certain
	Likely
	Moderate
	Unlikely
	Rare

	Insignificant
	M
	M
	L
	L
	L

	Minor
	S
	S
	M
	L
	L

	Moderate
	H
	S
	S
	M
	M

	Major
	H
	H
	H
	S
	S

	Catastrophic
	H
	H
	H
	H
	S


 Legend

 

H - High risk :


Detailed research & management plan required

 

S - Significant risk: 

Senior Management attention needed

 

M - Medium risk:

Management responsibility must be specified

 

L - Low risk:


Manage by routine procedures

 

 

Risk Reporting Form (For audit committee)

 

	S.No
	1


	
	
	

	The Risk


	On time performance


	
	
	

	Significance Rating


	Major


	
	
	

	Likelihood Rating


	Likely


	
	
	

	Level of risk


	H


	
	
	

	Change


	↑↓na


	
	
	

	Risk Response


	Reduce


	
	
	

	Responsible Officer


	Unit Head


	
	
	

	 Risk Priority


	1


	
	
	


√ Change (arrow sign) is to be used to indicate change in the grading of level of risk, since the time of last review.

 

√ Risk priority ranking is to be used so as to identify those issues that need a detailed plan / report to be submitted to the audit committee.

  

√  Level of Risk

 

H - High risk             Detailed research & management plan required

 

S - Significant risk      Senior Management attention needed

 

M - Medium risk           Management responsibility must be specified

 

L - Low risk              Manage by routine procedures

  

 

√  Risk Response

  

Accept   :  Monitor

 

Avoid    :  Eliminate

 

Reduce   :  Institute controls

Share    :  Transfer risk e.g. Insurance
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