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 The mining industry has always been a risky one. A risk
management system allows mining companies ensure the
success of their operations.

 KGHM management team strives to understand where exactly
the opportunities and threats are. We understand that big gains
often come with taking big risks – but we need to be responsible
while taking a risk and remember that every one of us has some
risk management duties.

 KGHM Group recognizes that risk defined as effect of
uncertainty is an integral component of business and may
result in both opportunities and threats to realization of
business goals.
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Production scheme
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MANAGEMENT INTERNAL NEEDS

 The main objectives of the implementation of the risk
management system (in each company – not only in the mining
industry) are:

 useful tools supporting Management in strategic and
management tasks

 reducing uncertainty from the perspective of ownership
and financial institutions;

 protection of value,
 protection of Company reputation;
 preparation Company to efficiently respond to the risks

or aware take risk;
 effectively functioning system of early warning of risks –

effective response to emergency situations.
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Risk management process implementation

 Based on the top-down method, the function and the risk
management process covered the full risk 'universe‚ – it took 5
years in KGHM (2014-2019).

 It was not easy (and still is not) but the risk management is
designed to help our team in building resilient enterprise
structure.
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2014 2019….. System improvement

1st step
KEY 
RISKS
2nd step 
SIGNIFICANT
RISKS

3rd step
ALL RISK



Risk management process
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ISO 31000 

COSO II 

Adopted risk management process 
should be inspired by the solutions 

adopted in ISO 31000, COSO II model 
and best practices in risk 

management in the mining sector.



The three lines of defense in effective risk management*

 In the Three Lines of Defense model, management control is the first line
of defense in risk management, the various risk control and compliance
over-sight functions established by management are the second line of
defense, and independent assurance is the third. Each of these three
“lines” plays a distinct role within the organization’s wider governance
framework.
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„You cannot manage unmeasured’. This is one of the basic rules 
of management.

 It is important to developed advanced methods of risk management,
 and assess current and future, real and potential impact of risks on

mining industry goals. Organisations based on these assessments
reviews and adjusts management practices responding to risks.

 In view of extensive regulation in the mining and metals industry
compliance risk monitoring is considered as a key to effective risk
management.

KGHM
Risk Assessment Matrix is a document which contains selected
assessment ranges for specified three dimensions (impact,
likelihood, vulnerability), according to which the risk assessment is
conducted.
Risk Assessment Matrix distinguishes 5 levels of significance (5-point
assessment scale), where 1 is the lowest, and 5 is the highest risk level.
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The following dimensions of impact assessment were defined 
to facilitate a complete evaluation of risks:

 Finances
 Strategy
 Reputation and Stakeholders 
 Health and Safety
 Natural environment 
 Regulations and Law
 Continuity of operation

KGHM
The tool we use is the Risk Model. Its structure is based on risk sources and 
is divided into the following categories: Technological, Value chain, 
Market, External and Internal. At the level of subcategories (so-called 2nd 
level), several dozen subcategories are distinguished and defined 
corresponding to the area of business activity or management. The third 
level of Risk Model includes detailed risks (i.e. 3rd level). 
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Key risk in mining company (examples)

 Technological category
 Risk of change in competitiveness as a result of the use of industrial 

technologies.
 Risk of impact of investment projects related to efficient and quality of 

technology.
 Value chain category
 Risk of change in the recognition and management of mineral deposits 

resources.
 Risk of changes in the availability of utilities and materials in the production 

process.
 Risk of change in the operational efficiency in waste management and 

rehabilitation.
 Risk related to the construction of the supply chain management process.

 Market category
 Risk of change to the assets value, level of liabilities or change to the financial 

result, resulting in change in sensitivity to variability of goods, energy and 
property rights prices.

 Risk of changes to demand and supply of Group's products.
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Key risk in mining company (examples)

 External category
 Risk of changes to schedules, quality of deliveries and services performed by 

the trade partners.
 Risk of changes to the law and regulations influencing the Company's activity
 Risk of changes to conditions of conducting business activity resulting from the 

environmental or climatic changes.
 Risk of nature and force majeure catastrophic activity or risk of limiting the 

catastrophic activity of nature and force majeure.
 Risk related to managing relations with stakeholders influencing their 

 Internal category
 Risk of changes to the budget, schedule, scope, expected quality of products 

projects / programs.
 Risk of changes to the organization of work, procedures or personal protection 

equipment influencing the occupational health and safety.
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Risk Management System 
is connected with 

Compliance Management System
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Compliance

 Adhering to a rule, such as a policy, standard, specification, or law. 
Regulatory compliance defines the goals companies want to achieve to 
ensure that they understand and take the necessary steps to comply 
with policies, relevant laws, and regulations.

Core Elements of an Effective Compliance Program:

 Written policies and procedures 
 Designated compliance officer and compliance committee 
 Effective training and education 
 Effective lines of communication 
 Internal monitoring and auditing 
 Enforcement of standards through well-publicized disciplinary guidelines 
 Prompt response to detected problems through corrective actions
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Responsible sourcing

 Responsible sourcing, also referred to as supply chain responsibility, is 
a voluntary commitment by companies to take into account social and 
environmental considerations when managing their relationships with 
suppliers.

 Due diligence is a process or effort to collect and analyze information 
before making a decision. It is a process often used by investors to 
assess risk. It involves examining a company's numbers, comparing the 
numbers over time, and benchmarking them against competitors to 
assess an investment's potential in terms of growth. 
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Organisation for Economic Co-operation
and Development

London Metal Exchange

London Bullion Market Association

International Copper Assocation
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Copper Mark Criteria List
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Tasks

 How to grasp the opportunity? - positive risks in the 
mining industry (top 3) 

 What elements should contain an effective 
Compliance Program in the mining industry? 
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