
30

Risk 1: 
Volatile 
Rand 
(uncontrollable)

The group supports 
certain of the financial 
facilities of its Dollar-
based Australian 
operations from a 
Rand-based balance 
sheet. A weakening 
Rand decreases the 
strength of the local 
balance sheet. The risk 
is also contingent upon 
certain other embedded 
variables.

While recent country 
and bank downgrades 
have had an impact 
on the strength of 
the Rand, the overall 
rating is considered 
unchanged at possible 
and major.

Risk 2: 
Shortage of 
critically skilled staff 
(controllable)

The local construction 
industry has grown 
significantly in size over 
the last 10 years, yet 
the requisite number 
of skills have not kept 
pace with the result 
that there are numerous 
skills shortages across 
various levels.

Having been through a 
growth spurt in FY13, 
and with continually 
growing order books, 
the group has adjusted 
this risk from likely 
to almost certain, 
but reduced the 
impact from major to 
moderate. The group 
has various training and 
development initiatives 
and retention schemes 
in place to mitigate the 
risk as best as possible.

Risk 3: 
Industrial 
action 
(uncontrollable)

The South African 
labour market is 
characterised by regular 
industrial action across 
multiple industries 
and unions are strong 
and active in Australia 
as well. Strike action 
impacts on productivity 
and delivery.

Following a two-week 
construction industry 
strike in September 
2013 and ongoing 
strike action in both 
the steel and mining 
sectors, the risk was 
re-rated from unlikely 
to likely. The impact 
remains unchanged 
at moderate.

Risk 4: 
Political 
instability 
(uncontrollable)

The group operates in 
various countries on 
the African continent, in 
an environment where 
regime changes can 
be regular and violent, 
this risk impacts on not 
only on the safety of the 
group’s employees, but 
also on the ability of the 
group to operate.

Although having 
subsided by the time 
of this report, the risk 
of rising tensions in 
Mozambique between 
Renamo and Frelimo 
when the committee 
last convened resulted 
in the risk remaining 
likely and moderate. 

Risk 5: 
Contracting with 
unreliable parties 
(controllable)

The group regularly 
contracts with new 
suppliers and clients. 
Due to the value and 
size of contracts, failure 
by the contracting 
parties can have severe 
implications: financial, 
operational and 
reputational.

The broadening of the 
procurement strategy of 
the group in West Africa 
and the expansion of its 
building footprint into 
Ghana has increased 
this risk; however, the 
group has sufficient 
due diligence and 
vetting processes in 
place to leave the risk 
unchanged at possible 
and moderate.

This section of the report presents a concise overview of the risk management processes of the group and the 
movement of the top 10 strategic risks during the year under review. Further, detailed information regarding the way 
the group manages risk can be obtained on the WBHO website at www.wbho.co.za

RISK MANAGEMENT
Risk is inherent in all of the business activities of the group. The objective of the risk management processes is not to eliminate risk, 
but to provide the structural means to identify, prioritise and manage risk in the organisation. 

Risk management process

The WBHO risk 
management 
process is aligned to 
the overall strategic 
and operational 
objectives of the 
organisation and its 
long-term material 
issues.

° Operational risk committee 
reviews and identifies new 
strategic risk profile.

° Operational risk committee 
presents the strategic risk profile 
to the Audit and risk committee for 
final review and approval.

° Audit and risk committee reports 
the risk profile to the main board.

Reported bi-annually to the 
Operational risk committee.

° Endeavour to review risks on all 
projects quarterly and at pre-plan/ 
re-budgeting phases.

° All  high risks identified are 
reported quarterly at meetings of 
the relevant divisional board.

STRATEGIC 
RISKS

Operational risk committee 
risk assessments bi-annually.

OPERATIONAL RISKS
Divisional risk assessments  undertaken 

bi-annually and reported to the Operational 
risk committee.

PROJECT RISKS
Risk assessment with site management undertaken quartely 

on critical projects.

Continuous risk assessments throughout the project.

RISK 
REVIEW
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Risk 6: 
Performance of 
non-controlled 
companies 
(controllable)

The group has 
investments in certain 
companies over 
which it may not have 
direct control. The 
performance of these 
companies is able to 
impact the financial 
performance and, 
in certain instances, 
the operational 
performance of the 
group significantly.

Due to the anticipated 
poor performance 
of the CAS group 
of companies on 
the overall financial 
performance of the 
group, the strategic 
risk profile has been 
amended to include this 
risk. It has been rated 
as likely and major.

Risk 7: 
Major safety, health, 
environmental or 
quality incident 
(controllable)

Construction is 
inherently a high-impact 
and dangerous industry. 
Any major incident, 
while a tragedy in its 
own right, also has 
implications for the 
reputation and ability 
of the group to procure 
work in certain sectors. 

The group implements 
global accredited 
quality, safety and 
environmental best 
practices across all of 
its operations, together 
with various ongoing 
prevention initiatives. 
Due to the many 
inherent variables, 
the committee still 
believes an incident 
to be possible, but 
has downgraded the 
impact from major to 
moderate.

Risk 8: 
Impact of changing 
market dynamics 
on our growth 
(uncontrollable)

The group conducts 
operations in a number 
of differing sectors, 
geographies and 
economies, each 
affected by dynamics 
beyond the control of 
the group. A material 
deterioration in one or 
more of the markets 
would have a severe 
impact on the size and 
nature of the group.

Although the impact 
would be major, the 
risk is viewed as 
unlikely and remains 
unchanged.

Risk 9: 
Non-compliance 
to laws and 
regulations 
(controllable)

The group is subject 
to numerous laws and 
regulations in various 
different territories. 
Non-compliance has 
significant reputational 
risk attached to it, the 
potential for fines and 
penalties, and the 
possibility of losing the 
necessary licences or 
accreditations needed 
to procure work.

Further consequences 
of the Competition 
Commission 
investigation into the 
construction industry 
still exist, including 
possible sanctions 
by government. The 
risk has been rated as 
possible and result as 
a major.

Risk 10: 
Untimely loss 
of key 
personnel 
(controllable)

Key personnel are 
pivotal in achieving 
certain of the strategic 
objectives of the 
group, including its 
employment equity 
objectives. An untimely 
or unplanned loss of 
these individuals could 
be detrimental to the 
performance and 
empowerment rating 
of the group. 

In the current 
environment, these 
individuals are highly 
marketable, despite 
retention initiatives 
and a high degree of 
loyalty among senior 
management; hence, 
the risk has been 
adjusted from unlikely 
to possible. The impact 
remains moderate.

STRATEGIC RISK PROFILE
The board is, ultimately, responsible for risk governance and determines the level of risk tolerance within the organisation. The 
following risks have been identified by the Operational risk committee and ratified by both the Audit and risk committee and the 
board of WBHO. Each strategic risk is allocated to an executive committee member who assumes responsibility 
for monitoring and mitigating the risk.

Strategic risk matrix

Highly unlikely Unlikely Possible Likely Almost certain

Catastrophic

Major  8

 1

 9

 7
 6

Moderate 10

 3

 7

10

 5

 2

 4

 3

 2

Minor

Insignificant


