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Risks Overview

Risk management framework 
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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 Exco 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

Principal risks and uncertainties
The Group is exposed to a number of risks and uncertainties 
which could have a material impact on its performance and 
long-term viability. 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, rough diamond sales, health and 
safety, human resources, skills development, diversity and 
transformation, finance, corporate governance and risk 
management, as well as in-depth knowledge of the local 
operating conditions in South Africa and Tanzania and the 
regulatory environments of all of the countries in which 
Petra operates or has a corporate presence.

The Board oversees overall risk management, with Board 
Committees providing an additional level of oversight. 
The Executive Committee (“Exco”) is responsible for risk 
management processes and systems and drives a culture of 
individual employee accountability in implementing these.

Risk review process
Petra’s management and Internal Audit teams reviewed and 
updated the Group’s principal risks with reference to the Group’s 
internal risk registers in FY 2019. The Board and Exco conducted 
an in-depth analysis and appraisal of the Group’s risk profile 
shortly after Year end, which has led to the consolidation 
and re-prioritisation of our risks, as outlined below. 

Changes to categorisation of principal risks 
in FY 2019
Further to the risk review process, certain individual risks are now 
either partially consolidated within a broader risk category or 
have been removed from principal risks on the basis that they are 
not considered to be sufficiently material to the accomplishment 
of Petra’s strategy. These risks continue to be considered and 
managed at an operational level.

Safety continues to be Petra’s number one priority but is now 
considered as part of the Company’s licence to operate, which 
also includes Petra’s impacts on its environment as well as its 
approach to employee retention and social factors such as 
community relations. 

Since Petra is now in the final stages of its major capital 
programmes, expansion and project delivery and capital 
discipline are no longer considered to be ‘principal’. Cost control 
clearly remains a key focus of the Group, specifically in the 
context of Project 2022, but is not included in the key risks.

Petra no longer considers synthetic diamonds as a separate, 
principal risk, mainly due to the relatively small size of the market. 
It is, however, considered within the diamond price risk, should 
a significant threat from synthetic diamonds arise in future. 

Risk appetite
Risk appetite reflects the nature and extent of risk that is 
acceptable to Petra in order to achieve its objectives. This is 
considered based on the consequences of such risks materialising 
and also takes into account any relevant internal or external factors, 
as well as the mitigating actions available. Petra will consider 
strategic actions in the event that a risk exceeds its appetite. 
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1. Diamond price
2. Currency
3. Country and political
4. Mining and production
5. ROM grade and product mix volatility
6. Labour relations
7. Financing
8. Licence to operate
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The tabulation of the principal risks and the risk matrix (which relates to risk changes 
that occurred during the Year only) was reviewed by the Audit & Risk Committee 
and subsequently approved by the Board.
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Principal risks
A summary of the risks identified as the Group’s principal external,  
operating and strategic risks (in no order of priority) is listed below.

Risk
Risk  
appetite

Risk  
rating 

Nature  
of risk Change in FY 2019

External risks
1  Diamond price High High Long 

term
Diamond prices fell ca. 5% over the Year, driven by a weakening in 
global markets, US/China trade tensions, higher than normal polished 
inventories and the sustained tightening of liquidity in the midstream. 

2  Currency High Medium Long 
term

The ZAR/USD exchange rate continues to be volatile. The short-term 
weakness in the Rand has the capacity to offset some of the diamond 
price weakness. 

3   Country 
and political

High High Long 
term

Regulatory uncertainty in South Africa has eased somewhat with the 
completion of the 2019 elections and the publication of the new mining 
charter. However, the risk of political instability remains, and certain 
components of the charter remain under review. Petra is in ongoing 
dialogue with the Government of Tanzania and local advisers in 
relation to legislative developments, overdue VAT receivables 
and the blocked parcel of diamonds from Williamson.

Operating risks
4   Mining and 

production
Medium Medium Long 

term
Operations were largely stable in FY 2019 and production of 3.9 Mcts 
was in line with guidance. 

5   ROM grade 
and product 
mix volatility

Medium Medium Short 
term

ROM grades at Finsch, Cullinan, Koffiefontein and Williamson were in 
line with expectations in terms of resource performance but a higher 
level of waste dilution at Cullinan and Koffiefontein had a negative 
impact. Williamson has a higher potential for volatility due to the size 
and variability of the orebody. Some product mix volatility was 
encountered across the operations.

6   Labour 
relations

Medium Medium Short to 
medium 
term

The Company’s three-year wage agreement relating to its South African 
operations remains in force for FY 2020 and stable labour relations were 
experienced throughout the Year. As we move into the negotiation phase 
of the next agreement, which is expected to commence in Q3 FY 2020, 
there is potential for some volatility.

Strategic risks
7  Financing Medium High Short to 

medium 
term

The Group’s reliance on its banking facilities has the potential to be 
increased by weakness in the diamond market, therefore heightening 
financing risk as a result of possible breaches in covenants. However, 
on the basis of existing cash resources and the continuing availability 
of current facilities, further supported by positive engagements with the 
Lender Group1, the Board assessed the liquidity headroom to be adequate.

8   Licence to 
operate

Medium Medium Long 
term

Continued compliance in all material aspects with relevant laws and 
regulations. Incorporated in Petra’s licence to operate is its continued 
focus on safety, as well as its impacts on the environment and its 
approach to community relations.

  Full risk management commentary Pages 72 to 75

1. See page 26 for a definition of Lender Group.




