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Consequences of Director Misconduct
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Risk Appetite, Risk Tolerance and Risk Bearing Capacity (6 Capitals, Triple Context)
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Source of Risk...? Aligned Mitigation

¥ 1° enhanced international
=AY collaboration in science, >
technology and innovation

* Profit margin impacts
* Climate change impacts
 Skills development strategies

¢ Blue economy enablers
* Transport optimisation
* Plastic pollution

* Social & Ethics Committees
)* Emissions

* Ethical conflicts
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Comprehensive Risk Universe
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Product Development Sales & Marketing Debt

* Product & services * Enrolment * Billing

* Budget & pricing » Marketing * Collections

* Innovation trends * Issues management * Debt management
* Incentives
» Correspondence

Information IT BCM Compliance

» Data models + Cyber-crime e Internal/ * Management systems

* Privacy » Operations Ouutsource - Listing rules

* IP * Digitisation d * Legislation

 Trade Info « Al =

Long-Term Sustainability

Strategic Business Fit Natural Resources Mergers & Acquisitions

» Feedstock

* Infrastructure development
» Supplier management
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Manufacturing

Supply Chain Retail
* Procurement » Shelf Space
* Inventory * Supply & demand match

* Plant availability & production

Stakeholder

* Regulator
» Supplier
» Customer
» Society

* Distribution & logistics « Fraud

+ Cash management

Project Management Fraud, Waste, Abuse HR
* Projects » Customers » Capacity
 Deviation measurement * Supplier * Skills
» Corrective actions * Internal
» External



Risk Appetite — Who Decides What And Why?

Role Player Role Mandate Decision Risk Appetite
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Risk Appetite For Decision-Making

Likelihood

Treat/ Transfer

Managers/ Executives

Transfer/ Terminate

Directors/ Shareholders

Tolerate

Managers/ Employees
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Executives/ Directors
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Risk Appetite For Decision-Making

Impact (Severity)
5 Minor 4 Moderate 3 Major 2 Severe 1 Critical
—_ Almost Certain
° A Low Medium High Very High Extreme 1xperyear
_8 >80% of total
E . . . Likely
= B Low Medium High Very High Extreme 1x1-2years
> 50% - 80% of total
E Reasonably Possible
s C Low Low Medium High Very High 1x2-5years
'g 20% - 50% of total
Q. Unlikely
> D Low Low Low Medium High 1x5-10 years
S 10% - 20% of total
g- Unforeseen
2 E Low Low Low Low Medium 1x 10 years
<10% of total
Risk Appetite, Risk Tolerance, Risk Beari
menmnton | e[ PSSP | st i o
. e ——— — ———— — — . — , —— Impact Criteria/ Risk
<IR> 6 Capitals Within Risk Appetite Limit Within Risk Appetite Limit Within Risk Appetite Limit | Breach of Risk Appetite Limit | Breach of Risk Tolerance Limit
Will still achieve operational Will still achieve budget Will still achieve budget Cannot achieve budget Cannot continue to operate Consequences
targets targets targets targets without external assistance
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6 Capitals For Risk-Based Decision-Making
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Risk Appetite For Decision-Making

<IR> 6 Capitals

Requires National
Management Intervention

Risk Appetite, Ri
Requires Regional Leadership
Intervention

sk Tolerance, Risk Beari
Requires Global Leadership
Intervention

g Capacity Level

Requires Board Intervention
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Requires Shareholder
Intervention

Within Risk Appetite Limit

targets

Will still achieve operational

Within Risk Appetite Limit
Will still achieve budget
targets

Within Risk Appetite Limit
Will still achieve budget
targets

Breach of Risk Appetite Limit
Cannot achieve budget
targets

Breach of Risk Tolerance Limit

Cannot continue to operate
without external assistance

Impact Criteria/ Risk
Consequences

Strength &
eficacy of
relationships
with
stakeholders
providinglicense

o

i to operate;
[72)

g Community
E acceptance,
Q overnment
(-4 & .

o3 relations,
© suppliers,
.g industry players
2 yplay

Non-compliance with
localisation/ governance

corrected)

requirements (can be easily

Non-compliance with
localisation/ governance
requirements (can be
corrected with time & effort)

Conflict between Entity
standards & localisation/
governance requirements
(requiring Entity intervention)

Conflict between Entity
standards & localisation/
governance requirements

(requiringregulatory
negotiation)

Conflict between Entity
standards & localisation/
governance requirements

that cannot be resolved

Corporate Governance

Increased allocations >?

Increased allocations >?

Delayed dividend payments;
Increased allocations >CPI

Reduced dividend payments;
Increased allocations
>CPI+Growth % achieved

Non-payment of dividends;
Increasingallocations
>CPl+Growth % target

Shareholders/ Local
Leadership Relationships

Minor adverse, local public
complaints

Adverse social media
attentioninone location

Adverse national media
attention & critisism of
colleague/s

Serious adverse, national
media coverage & regional
brand critisism

Prolonged adverse, regional
media coverage & critisism
affecting global brand

Reputation

Name

impacting cash flow targets

Local legal action/fines not

Significant legal action/fines
impacting cash flow targets

Legal/class action (e.g. anti-
trust)leadingto loss of key
product line/service offering
or reduced market share

Legal/class action (e.g. anti-
trust)that mayrequire
altered business model to
continue business/maintain
acceptable market share

Legal/class action (e.g. anti-
trust) that will inevitably lead
tosignificantly reduced
market share/
discontinuation of business

Legal

Strained regulatory
relationship

Breakdown in regulatory
relationship

Business interruption
resulting from licencing
dispute

Temporary loss of license to
operate resulting from
licencing dispute

Permanent loss of licence to
operate resulting from
licencing dispute

Government (Regulators)
Relationship

B-BBEE Pillars (Fin Sector):
(i) Ownership (25) <?

(ii) Mgmnt Control (20) <?

(iii) ESD (35) <?

(iv) Skills Dvlpmnt (15) <?

(v) Socio-Eco Dvlpmnt (5) <?
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B-BBEE Pillars (Fin Sector):
(i) Ownership (25)<?
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B-BBEE Pillars (Fin Sector):
(i) Ownership (25) <?

(ii) Mgmnt Control (20) <?

(iii) ESD (35) <?

(iv) Skills Dvlpmnt (15) <?

(v) Socio-Eco Dvlpmnt (5) <?

Transformation

Control status
Risk Movement

Note: Criteria are used independently to evaluate risks, e.g. non-compliance can have regulatory/financial/reputational impact at different levels (consider all factors to derive reasonable impact rating).

. Advanced

O Previous Risk Rating

OGood
A Increased

O Need Improvement
v Decreased

O Weak
QI> No Change

None

New Risk

o ,...\

v



Combined Assurance Models

Governance Assurance Level Coordinated approach to assurance
Requirements activities related to significant risks

Independent monitoring

Internal audlt with regular and oversight
reporting to AC

Main Board, Audit
Committee & Risk
Committee oversee
combined assurance
model, related
methodology and

MOI, Board Charter

Increasing engagement by assurance providers
Increasing independence of assurance providers

Audit & Risk 4 Assurance on specific assurance outcomes
Committee ToRs External accreditation, standards and
certification & assurance certification requirements
providers
Internal policies & 5 Overall governance &

procedures Serrt oversight
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Combined Assurance — What Directors Look For...

Governance | Risk | Compliance | Ethics

Risk | Residual Risk Control Audit [Combined Second Line of Defence Third Line of Defence
Risk Pressure Effectiveness | Outcomes [ Assurance Corporate Governance Audit & Internal External |Regulator
Rating Level Management Board Compliance Risk Controller- | Internal Audit
Committee Committee Management ship Audit
Review Review
ek Very High | Decreasin Good High
i i i
VL &1 80%95% J
Risk #2 Need
High Increasing | Improvement | Medium
50%-80%
Risk #3 Need
Unchanged | Improvement | Medium
50%-80%
. e T High
ery Hig nchange 50%-50% ig
Risk #5 Need Skills Social, Ethics & Chief Risk Internal -
. . . . i ) Unqualified No
Medium | Increasing | Improvement High Moderate | Development & | Transformation Officer Sign Control Siliar e
50%-80% EE Committee Committee Off Reviews
Legend| Residual Risk Control Effectiveness| Audit |Combined
Risk Pressure Outcomes | Assurance
Rating Level
MR | Oocrensing |—Advanced | | Extensive |
Low . Good Adequate
Mec.;hum - Need Improvement Medium Moderate
High Weak Inadequat
Very High . None . Poor
Increasing N/A High N/A
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Key Risk Management Competencies e
Business Acumen
. e Regional knowledge
e Country knowledge

e Industry knowledge
‘- Organisation knowledge (key business strategies and processes)

Are You
Secrekl
a Crenius?

Regulatory Insight

e Core Legislation

e Generic Legislation

e International policies, trade blocks, sanctions
¢ Codes and standards

e Internal Policies & Provisions

Personal, Behavioural & Leadership Skills
e Effective communication & negotiation

* Presentation & Facilitation

e Decision-taking theory

¢ Probability theory

e Game Theory

¢ Cognitive biases & motivation theory

Theoretical Knowledge

e Risk Management

¢ Finance, Statistics, Mathematics

* Modelling, simulations, decision trees, scoring models



A Final Perspective...

PR S “FOOTBALL.”




