
Report of the risk 
committee

I am pleased to present the report of the Sun International risk committee 
for the financial year ended 30 June 2016. It has been a busy year for the 
risk committee with the group embarking upon a number of initiatives, 
which significantly increased the scope of work of the committee. 

The committee scrutinized each of the 

major initiatives including new business 

opportunities applying the group’s risk 

philosophy and framework to an 

assessment of the probability, impact on 

the business and mitigation of the risks 

identified. In particular the group’s merger 

with Dreams in Latin America received a 

lot of attention and has increased the 

scope of the committee’s oversight 

function. The group’s IT governance has 

continued to improve and is reaching 

maturity which is reported on later. The 

group has faced new challenges bringing 

with it new risks and indeed in certain 

instances new opportunities.

Composition, 
meetings and 
assessment
The membership of the risk committee 

(“the committee”) is composed of four 

non-executive directors (Messrs Bacon; 

Matthews and Rosenthal and Dr Gwagwa), 

two executive directors (the chief 

executive and chief financial officer) and 

five members of the group’s executive (the 

Chief Operating Officer, Chief Information 

Officer, Director: Corporate Services & 

Legal, Director: Development and the 

Director of Human Resources). In addition, 

the Director of group Internal Audit 

attends all meetings by invitation and 

annually provides the committee with an 

opinion on the effectiveness of the group’s 

risk management processes.

The committee met on three occasions 

during the 2016 financial year which 

included the annual risk workshop. This 

annual workshop involves the participation 

of an external independent facilitator to 

assist with a comprehensive review of the 

group’s material risks and its risk 

methodology. This extensive review 

confirmed that the group’s risk 

management framework remains robust 

and sound.

The committee’s terms of reference 

prescribe that the effectiveness of the 

committee, its chairman and members 

should be assessed annually. This year the 

committee’s evaluation assessment was 

conducted internally following an external 

evaluation conducted the year before. The 

results of the external assessment 

reflected that the committee was 

performing its functions effectively.

Roles and 
responsibilities
The committee’s duties and objectives, as 

mandated by the board, which is 

ultimately responsible for the governance 

of risk and IT, allow it to discharge its 

board-delegated duties in accordance 

with its terms of reference, which are 

available online for perusal. The 

committee’s delegated responsibilities 

include the monitoring of processes in 

place for managing risk, stakeholder 

engagement and IT across the group. The 

committee assesses the related assurances 

that are provided by management 

together with the group’s controls in 

mitigation of risks.

As the chairman of the committee, I report 

to the board following each committee 

meeting in accordance with the 

committee’s terms of reference, which 

were reviewed and updated during the 

course of the year. The committee’s 

mandate also provides that material issues 

are reported to the group’s audit 

committee to ensure that the audit 

committee has appropriate insight into the 

key risks and opportunities facing the 

group and to avoid duplication of matters 

within the remit of both committees. The 

chairman of the audit committee is also a 

member of the risk committee and the 

interaction between the risk and audit 

committee is such that the latter has an 

oversight role specifically in relation to 

financial reporting risks.

We review the group’s risk policy and 

oversee the identification of current, 

emerging and prospective group-wide 

risks; the group’s stakeholder engagement 

initiatives; compliance with applicable laws 

and regulations; the group’s IT governance 

and IT-related risks and any other 

risk-related matters that arise. The 

committee also reviews the group’s 

insurance policies, placement terms and 

related premiums annually.

Our approach to risk 
appetite and risk 
tolerance
The board’s ultimate responsibility for risk 

management includes the formulation of 

the group’s risk appetite and setting and 

monitoring of risk tolerance. While it is 

imperative that the group practices 
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risks based on group and local risks and 

for taking appropriate mitigating action.

Our enterprise wide approach to risk also 

ensures that all key risks associated with 

major change and significant actions of 

the group fall within the group’s risk 

management process. The nature of 

the group’s risk profile demands that 

the company adopts a prudent approach 

to risk while still effectively dealing with 

business realities. We select controls and 

risk interventions based on the likelihood 

that they will ensure we fulfil our strategic 

objectives in a responsible manner.

Given this strong risk management 

culture, we will be overseeing the 

introduction of this risk management 

culture and philosophy into the Sun 

Dreams business. Whilst our operations 

in Latin America had adopted the Sun 

International risk framework and have 

been managing and reporting against the 

risk framework, most of the methodology 

will be new for the Dreams operations. 

Dreams have had risk management 

in place on a smaller scale and the 

management team have already 

embraced the concepts given the value 

enhancement that can be realised from 

a more defined and robust process.

effective and sound risk management, it 

operates in a dynamic and challenging 

environment which includes pursuing new 

business opportunities, both locally and 

internationally which has resulted in a 

slightly increased level of risk appetite 

and tolerance of the group.

The committee is tasked with assessing 

the risks related to any new business 

opportunities against the group’s risk 

framework and its risk appetite and risk 

tolerance. In this regard, the committee 

reviews the specific risks associated with 

transactional opportunities approved 

by the board in order to monitor risks 

identified during the initial due diligence 

phase all the way through to 

implementation.

Our approach to risk 
management
Sun International has a strong risk 

management culture and we view risk not 

only as a threat or uncertainty, but also 

as an opportunity to grow and develop 

the business within the context of our 

strategic objectives and risk appetite. 

The underlying premise of our risk 

management philosophy is a thorough 

understanding of our risk exposure in 

order to determine appropriately informed 

strategic decisions in the interests of our 

stakeholders. Our risk management 

system, policies and processes are firmly 

embedded within our organisational 

culture and are well understood by our 

employees. This is crucial to the long-

term development of the group given 

its risk profile and the importance of 

its corporate reputation. Our sound 

management of risk allows the group to 

anticipate and respond to changes in its 

business environment as well as to take 

informed decisions under conditions of 

uncertainty.

We have adopted an enterprise-wide 

approach to risk management. This means 

that every key risk in the business is 

considered through a structured and 

systematic process of risk management, 

which is embedded in the group’s 

business systems and processes. All our 

key risks are managed within a unitary 

framework, which is aligned to our 

governance responsibilities. Our enterprise 

risk management framework allows for 

risk-based decision-making and provides 

a streamlined process within the business. 

Each unit is responsible for assessing its 

The Boardwalk, Port Elizabeth
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nature of the inherent risk and the residual 

risk. The group considers its risks in terms 

of their impact and the likelihood of a risk 

materialising, together with the strength 

and effectiveness of the mitigating 

controls in place.

The committee reviews the key risks 

facing the group and interrogates the 

controls and mitigating actions to ensure 

management is taking appropriate 

mitigating action. During the year under 

review each of the identified by the group 

were reviewed with the assistance of the 

relevant business owners. The risks are 

also linked to each of the group’s 

strategic pillars in order to understand 

the likelihood of the group achieving 

its long term strategy.

The group’s risk management structure is set out below: 

GIA conducts risk management reviews 

at every unit and reports its findings to the 

committee. We are pleased to report that 

GIA is of the opinion that based on the 

audits it conducted, and the reviews it 

performed, that the risk management 

processes within the group are relevant 

and adequate for the year under review.

The group’s management team is tasked 

with identifying the risks the group faces 

and presenting its report, which takes the 

form of a group strategic risk register, to 

the committee at each meeting. The risk 

register includes the nature of the risk, the 

mitigating controls, the possible impact 

of the risk, the likelihood of the risk, the 

Risk management 
reviews
The group Internal Audit (GIA) department, 

reviews the effectiveness of the group’s 

risk management processes. Its annual 

internal audit plan includes a review of the 

effectiveness of risk controls both at the 

group and at individual properties. GIA’s 

overall mandate includes the evaluation 

of risk exposures and the:

• Reliability and integrity of information;

• Effectiveness of operating processes;

• Safeguarding of assets; and

• Compliance with laws, regulations and 
controls.

The group’s risk management structure: 

Remuneration 
committee

Investment 
committee

Nomination 
committee

Social and ethics 
committee

Sun 
International 

Limited:

Board of 
Directors

Executive management

Divisional risk 
committee

Unit operational 

risk committee

BEE committee

Divisional risk 
committee

Unit operational 
risk committee

Board and 
committee of 

directors

Unit operational 
risk committee

SOUTH 
AFRICAN

OTHER 
AFRICAN LATAM

OPERATIONS

Risk  
committee

Audit  
committee

IT governance 
sub-committee

Internal audit

Insurance and risk management

The Table Bay, Cape Town
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Based on management’s view of the business and the committee’s latest review the following have been identified as some of the key risks 

facing the business:

Key risks
Based on the risk management process and management’s view of the business and the risk committee’s latest review, the following have 

been identified as some of the key risks facing the business, together with the mitigating controls in place and the links to our strategic 

objectives, material issues and stakeholders.

Risk High Medium Low

 
Cost of doing business in South Africa, including new B-BBEE targets 
introduced, change in licensing conditions and increase in gaming taxes

✓

 
Global economic conditions exacerbated by local/South African political, 
economic and social challenges

✓

 
Loss of casino licences/exclusivity

✓

 
Impending smoking legislation in South Africa

✓

 
Failure to successfully open and operate Time Square

✓

 
Unsuccessful integration of Sun Dreams

✓

 
Unsuccessful regeneration of Sun City

✓

 
Change in consumer in the South African market – maturity

✓

 
Cyber crime

✓

 
Roll-out of EBTS and LPMS

✓

 Management action 

Moderate: Management 

must implement action to 

reduce further exposure.

 
 

Management action 

Tolerant: Management 

will monitor exposure 

levels, but risk falls within 

acceptable limits.

 Management action 

Immediate: Management 

must immediately escalate 

to exco and board and 

immediate remediation 

plans must be instituted.

Residual
High Medium Low
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As mentioned earlier, the committee is 
satisfied that the risks facing the group are 
appropriately dealt with in terms of 
internal controls, mitigating actions and 
business plans.

IT governance
The group established its IT governance 

committee as a sub-committee of the risk 

committee close to five years ago. It has 

from the onset been comprised of an 

external independent IT governance 

expert who continues to bring best 

practices and sound guidance to the 

committee, the balance of the members 

being executive management. The 

chairman of the IT governance committee 

reports progress and developments to the 

risk committee at each meeting and the 

risk committee considers the IT 

governance risk register during its 

deliberations on risks facing the business.

Further details of the group’s IT 

governance can be found in the report of 

the IT governance sub-committee.

Stakeholder 
engagement
The committee oversees the group’s 

stakeholder engagement practices for the 

purpose of ensuring that management is 

effectively identifying and addressing the 

key material issues of each of the group’s 

material stakeholders. The committee 

oversees management’s assessment of its 

stakeholder universe and ensures that the 

group clearly understands the impact its 

various stakeholders can have on the group 

and the impact that the group has on its 

various stakeholder groupings. While the 

committee oversees all stakeholder 

engagements we are aided by the oversight 

of other board committee’s with reference 

to specific stakeholder groups.

Management have advanced its 

engagement with the various gaming 

boards both in South Africa and abroad by 

proactively raising matters of common 

interest for discussion and have been able 

to partner with the various regulatory 

bodies in key initiatives. The group has 

established engagements with its 

customers and employees and are 

continuously engaging with these key 

stakeholders to evolve its practices.

Conclusion
The committee is satisfied that the group’s 

process for identifying and appropriately 

addressing its material risks are adequate 

and that the group’s risk management 

philosophy and enterprise-wide 

framework are sound. The group’s IT 

governance is fully established and 

continues to mature as the group explores 

digital innovation. Stakeholder 

relationships and the legitimate 

expectations of shareholders will 

continuously be monitored and actioned 

by management under the oversight of 

the committee.

I would like to express my thanks and 

appreciation to the members of the risk 

committee and management for the 

progress made with the group’s risk 

management processes in the year under 

review.

Peter Bacon 

Chairman of the risk committee 

14 October 2016
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