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Taking on the
right risks

Managing your risks in a
volatile and uncertain
climate

" Having the
right risk
management
procedures in
place helps
prevent nasty
surprises
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Effective Risk Management

Introduction

Oil and gas prices have fluctuated wildly over the last year. Despite
the price cycles, energy companies know that they have to focus on
the medium to long term situation when it comes to achieving
growth and making sound investment decisions. While making these
important investments, companies also have to focus on controlling
costs, improving controls and managing risks.

Risk management is viewed as an internally focused activity,
designed to ensure that employees follow the company’s policies and
procedures. Risk management is often seen as a wise investment that
helps ensure the company is being properly managed.

There’s five aspects of how risk may impact your business.
* From crisis to opportunity

» Being smart about the risks you take

+ Building a risk—aware culture for success

»  Who's responsible for risk management?

+ Linking risk and performance management
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3. Take control

3. Embed your
attitude to risk in
your culture

3. Plot your position

3. Lead from the
front

3. Turn your data
into actionable
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4. Use the pain for

future gain
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4. Re-focus your
risk management
function

4. Create a risk

informed
organisation
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5. Close the gaps




Case in point

Client

Joint Venture between a Fortune 500 Global Oil Major and another Oil Company

Project

Provide an independent view on the risks of a joint venture between both
companies

PwC role

The project was initially performed over a two year period, with up to 60
consultants working across the various business operations. The project then
continued into its third year where other areas of business operations was
covered.

PwC assessed the processes, controls and associated financial risks around a

number of their key business operations including:

- Financial and non-financial risks

« Policy review — gap analysis relative to best practice

« Procurement process — efficiency of process and control weaknesses review

« Trading operations — financial exposures surrounding counterparty selection

- M&A and capital project evaluation — commerciality and controls review

+ License compliance and risks in financial terms with non-compliance with
regulations

- Operation of offshore companies and financial exposures

« Oil and products volumes and accounting controls and losses

« Review of Internal Audit effectiveness

+ Fraud risk management

« Social investments

- Supply Chain Re-engineering project

« Capital Value Process (CVP) implementation

Success

The benefits the client obtained from the work was an understanding, based on
quantified data, of the control weaknesses, risks and financial exposures they
faced across the various business operations. In addition we provided gap
analysis and recommendations as to how processes and controls could be
improved to mitigate the risks.

We also coached management on the risk management tools and techniques
which helped with implementation of the client’s risk management process.
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PwC’s role

PwC works to solve complex business issues — locally and globally. Our team draw upon skills in risk,
regulation, people, operations and technology to capture opportunities, navigate risk and deliver lasting
change across business networks.

We have advised many Energy companies on how to embed accountability for risk management in their
operating divisions and reduce their risk management costs. We can help you in the following areas:

» Governance advisory and Board improvement

+ Management oversight and controls optimisation
+ Risk and compliance solutions

+ Internal audit services

To have a deeper conversation, about how this subject may
affect your business, please contact:

Sundara Raj

Senior Executive Director
sundara.raj@my.pwc.com
+603 — 2173 1318

Hans Borghouts

Global Governance, Risk & Compliance Leader
hans.borghouts@nl.pwc.com

+3120 568 4314

PwC firms help organisations and individuals create the value they're looking for. We’re a network of firms in 158
countries with close to 169,000 people who are committed to delivering quality in assurance, tax and advisory services.
Tell us what matters to you and find out more by visiting us at www.pwc.com .
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