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Strategic Report

Risks Overview

The Group is exposed to a number of risks and uncertainties which 
could have a material impact on its performance and long-term 
development. The effective identification, management and 
mitigation of these risks and uncertainties is a core focus of the 
Group, as they are key to the Company’s strategy and objectives 
being achieved.

Central to Petra’s approach to risk management is having the 
right Board and Senior Management team in place, with such 
members combining extensive experience of the specialist worlds 
of diamond mining and exploration, health and safety, finance, 
corporate governance and risk management, as well as in-depth 
knowledge of the local operating conditions in South Africa, 
Tanzania and Botswana and the regulatory environments of all of 
the countries in which Petra operates or has a corporate presence.

Petra is continually strengthening its risk management processes. 
In FY 2016, the Company’s operational management and Internal 
Audit teams met to review and debate the Group’s principal risks, 
thereby ensuring that Group risks identified were also in line with 
the risks listed on the Group’s internal risk registers. The only new 
material Group risk to be identified was ‘access to water’, further to 
the extreme drought conditions experienced in South Africa in FY 
2016 and acknowledging the future effect that climate change may 
have on Petra’s countries of operation. Post Year end, the tabulation 
of the principal risks, as listed to the right, was reviewed by the 
Audit Committee and subsequently approved by the Board. The 
Group’s geographically diversified portfolio has a positive impact on 
managing the principal, operational, strategic and HSSE risks

Given the long-term nature of the mining business, particularly 
taking into account the long life of Petra’s assets, the majority 
of the Group’s previously identified risks are unlikely to alter 
significantly on a yearly basis. However, inevitably the level 
of risk can change, as could the Group’s risk appetite.

Principal risks and uncertainties

Risk position 
this year1 New risk 

this year1Risk position 
last year1

1. Diamond price
2. Currency
3. Country and political
4. Access to energy
5. Access to water
6. Synthetic diamonds
7. Safety
8. Mining and production
9.  ROM grade and product 

mix volatility

10.  Expansion and 
project delivery

11. Labour relations
12. Financing 
13.  Cost control and 

capital discipline
14.  Retention of key personnel
15. Licence to operate

Risk management framework 

Executive 
Committee 

and top-level 
Senior 

Management
Manages
risks on a 

day-to-day basis
Monitors and
manages risk 
management 
processes and 

internal controls

Audit 
Committee
Supports the

Board in considering 
risk management 

and internal controls
Reviews the

effectiveness of risk 
management and 

internal control 
systems

Via Internal Audit,
actively considers 

the Group’s internal 
control systems

Internal 
Audit

Supports the 
Audit Committee 
in reviewing the 
effectiveness of 

risk management, 
internal control 

systems and 
internal financial 

controls

Remuneration  
Committee

Ensures that 
the Company’s 
remuneration 
strategy and 

structure supports 
the consideration 
and management 

of risks and is 
aligned to the 

Company’s overall 
strategy

HSSE 
Committee

Provides
assurance to 

the Board that 
appropriate systems 

are in place to 
identify and manage 
health, safety, social 
and environmental 

risks

Top-down
Define risk 

appetite; identify, 
assess and 

mitigate risk at 
corporate level

Bottom-up
Identify, monitor, 

report and 
mitigate risk at 

operational level

Board
Overall responsibility for the effectiveness of the Group’s risk management  

and internal control and financial control systems

Senior and Middle Management
Accountable to the Executive Committee 

and the Board for the design, 
implementation and operation of risk 
management processes and systems

Consistent application of the 
Company’s internal systems and 

internal financial controls

Risk awareness and safety culture 
ingrained throughout the business
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Principal risks
The risks listed below were identified as the Group’s principal external, operational, strategic and HSSE risks (in no order 
of priority). A detailed review of the Group’s principal risks and risk management for the Year can be found on pages 74 to 81.

Risk
Risk  
appetite

Risk  
rating 

Nature  
of risk Change in FY 2016

External risks

Diamond price High High Long-
term

No change – further to the correction in diamond prices in FY 2015 and 
early FY 2016, the market has stabilised and is now on a relatively firm footing.

Currency High Medium Long-
term

Higher – an uncertain macro-economic climate and the potential 
downgrade of South Africa’s investment rating contributed to significant 
ZAR:USD volatility.

Country and 
political

High Medium Long-
term

Higher – high profile political activity in South Africa has further 
increased regulatory uncertainty.

Access to energy Medium Medium Long-
term

Lower – the power constraints previously experienced in South Africa 
improved in FY 2016.

Access to water Medium Medium Long-
term

New risk – South Africa experienced the worst drought in 30 years 
in FY 2016. Prolonged drought conditions may have an adverse impact 
on Petra’s operations.

Synthetic diamonds High Low Long-
term

No change – synthetic diamond production techniques continue to advance, 
but natural diamonds are expected to remain the premium product.

Operational risks

Safety Low Medium Long-
term

No change – our safety performance generally remained stable in 
FY 2016; however, Petra unfortunately experienced a fatal accident 
at Cullinan during the Year.

Mining and 
production

Medium Medium Long-
term

No change – it remained a challenging year operationally due to the 
heavy reliance on the mature/diluted mining blocks at Finsch and Cullinan. 

ROM grade 
and product 
mix volatility

Medium Medium Short-
term

Lower – volatility continued but Petra realised improvements 
in the ROM grade and product mix at Finsch and Cullinan.

Expansion and 
project delivery

Medium Medium Medium-
term

Lower – Petra’s expansion plans remain materially on schedule 
and are at an increasingly advanced stage of delivery.

Labour relations Medium Medium Short to 
medium-
term

No change – Petra continued to experience stable labour relations 
during the Year.

Strategic risks

Financing Medium Medium Medium-
term

Higher – A waiver to Petra’s debt facility covenants was required during 
the Year. However, Petra agreed revisions to its covenants in June 2016 
and the Company remains fully financed to completion of its 
expansion programmes.

Cost control and 
capital discipline

Medium Medium Long-
term

Lower – Operating costs and corporate overheads remained well 
controlled. Petra has a higher level of certainty in terms of remaining 
Capex due to advanced nature of expansion programmes. 

Retention of 
key personnel

Medium Medium Long-
term

No change – Petra’s approach to retention has proven successful 
throughout the duration of the expansion programmes. 

Licence to operate Low Medium Long-
term

No change – Petra is highly focused on materially meeting all 
requirements to maintain its licences to operate and comply with 
all other relevant laws and regulations.




