Powerhouse Ventures Limited (PVL)

RISK MANAGEMENT POLICY AND
FRAMEWORK

PVL Risk Management Policy and Framework, Approved September 2022 Page 1 of 12



1. EXECUTIVE SUMMARY

This Policy applies to Powerhouse Ventures Limited (PVL) and all subsidiaries

The aim of this policy is to safeguard the interests of PVL stakeholders through the
implementation of procedures and practices that are consistent with AS/NZS 1SO Risk
Management — Principles and guidelines (Standards).

This Policy sets out PVL'’s objectives for, and commitment to, risk management. In particular:

° rationale for managing risk;

° links between objectives and policies and the risk management policy;

° accountabilities and responsibilities for managing risks;

° conflicting interests procedure;

° commitment to making necessary resources available;

° way in which risk management performance will be measured and reported; and

° commitment to review and improve the Risk Management Policy and RiskManagement

Framework periodically and in response to an event or change in circumstances.

As shown below, this Risk Management Policy must be read in conjunction with the Risk
Management Framework, Risk Management Procedures and Risk Appetite Statement.
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2. RISK MANAGEMENT POLICY
2.1 Principles

PVL has adopted the principles detailed in ISO Standards, to ensure risk management is
effective within PVL. As such PVL will, at all levels, comply with these principles:

Risk management creates and protects value.

Risk management is an integral part of all organisational processes.
Risk management is part of decision making.

Risk management explicitly addresses uncertainty.

Risk management is systematic, structured and timely.

Risk management is based on the best available information.

Risk management is tailored.

Risk management takes human and cultural factors into account.
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Risk management is transparent and inclusive.
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Risk management is dynamic, iterative and responsive to change.
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Risk management facilitates continual improvement of the organisation.

2.2 Commitment to risk management

2.2.1 Rationale for managing risk

Shareholder value is driven by PVL taking considered risks.

The Standards define “risk” as being an effect of uncertainty on objectives (other terms are
defined in Appendix 1). This effect can be positive or negative. PVL assesses its risks by
identifying potential events and evaluating the combination of the consequences of an event
and the associated likelihood of occurrence. Risks are then assessed against PVL'’s risk
appetite to ensure they are within the boundaries of activity that the Board intends for PVL.

Managing risk is an integral part of doing business and the better risk is managed, the more
likely it is PVL will achieve or exceed its objectives. Risk management therefore involves
coordinated activities that direct and control PVL with regards to risk. It is the responsibility of
every employee of PVL to appropriately manage risk. PVL places strong emphasis on
developing and maintaining a risk-aware culture in decision-making and all its operations. In this
regard PVL recognises that risk culture can become a key business driver and will seek to
create a workplace where employees have the confidence to ask questions and to challenge
assumptions about the way the business is conducted.
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2.2.2 Accountabilities and responsibilities for managing risks

The following table details the different responsibilities for the Risk Management process within
PVL, in accordance with the principles of this Policy.

Risk Board PVL Audit & Risk | Senior Corporate Business
Management Committee Executive Risk Team Units
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The Board has affirmed its support to making necessary resources available to support risk

management within PVL, as shown by the importance placed on risk management in the Board
Governance Framework.

The following policies have been drafted which support PVL'’s risk management system:

3.1

Audit and Risk Committee Charter;

Code of Conduct - which sets out the principles, values, standards and rules of behaviour
that guide PVL in a way that contributes to the welfare of its key stakeholders, and
includes guidelines on recognising and disclosing any potential conflicts of interest;

Fit and Proper Policy - which is designed to assist in managing the risk that individuals
who hold positions of responsibility are not fit and proper (thereby mitigating reputational
risk and protecting investor interests), and includes a process for identifying, reviewing
and assessing potential conflicts of interest; and

Capital and Liquidity Management Policy - which provides for the orderly and efficient
management of working capital, cash and near cash assets.

RISK MANAGEMENT FRAMEWORK

Introduction

The overall framework for Risk Management within PVL is designed so that all employees take
all reasonable steps in the identification, assessment, monitoring and management of risk to
enable the organisation to achieve its strategic and business goals.
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https://powerhouseventures.box.com/s/ij8ju61eyfuqx34u46qeiwtqgz8d9vxe

The PVL Risk Management Framework has been approved by the Board and will be reviewed
on periodically, or as required in response to a relevant event or change in circumstances.

The Framework is based on AS/NZS ISO Risk Management - Principles and guidelines (the
Standards) and provides the foundations and organisational arrangements audited by PVL in
respect to risk management.

This Framework aims to:
e provide guidance for the context in which risk management within PVL should be considered;
e ensure appropriate communication and consultation at each stage of the process;
e ensure risk identification is an integral part of the management of PVL,;
e ensure risk levels are analysed according to accepted standards;
e establish criteria for the evaluation of risks;
e provide guidance for the appropriate treatment of risks;
e ensure appropriate records of PVL'’s risks are kept;
e ensure the risk management system is subject to appropriate monitoring and review; and

e approve and continually maintain the risk appetite statements to ensure PVL'’s strategic
initiatives and business activities are within the boundaries of activity that the Board
intends for PVL, as set within the risk appetite statements.

The Framework forms an iterative process as depicted in Figure 1 below, and detailed further in

this document.

$
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Management
Framework

Continual
Improvement
of Framework

Implementing
Framework

Monitoring &
Review
Framework

Figure 1
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3.2 Mandate and Commitment

Strong and sustained commitment to risk management is required from the Board and the Executive
of PVL to ensure effectiveness. As noted in the Standards, the Board and Executive should:

) define and endorse the risk management policy;
° ensure that the organisation’s culture and risk management policy are aligned;

° determine risk management performance indicators that align with performance indicators
of the organisation;

° align risk management objectives with the objectives and strategies of the organisation;
° ensure legal and regulatory compliance;

° assign accountabilities and responsibilities at appropriate levels within the organisation;
° ensure that the necessary resources are allocated to risk management;

) communicate the benefits of risk management to all stakeholders; and

° ensure that the framework for managing risk continues to remain appropriate.
3.3 Framework Design

3.3.1 PVL and its context

In designing and implementing the framework for managing risk, it is important to evaluate and
understand both the external and internal context of PVL, as these factors can significantly
influence the design of the framework.

The factors that need to be considered include those listed below.
(@) External context

e Social / cultural, political, legal, regulatory, financial, technological, economic, natural
and competitive environment, whether international, national, regional or local.

e  Sustainability risks, namely economic sustainability (ability to continue operating at a
particular level of economic production over the long term), environmental
sustainability (ability to continue operating in a manner that does not compromise the
health of the ecosystems in which it operates over the long term) and social
sustainability (ability of a listed entity to continue operating in a manner that meets
accepted social norms and needs over the long term).

e Key drivers and trends having impact on objectives of PVL.

e Relationships with, and perceptions and values of, external stakeholders.

PVL Risk Management Policy and Framework, Approved September 2022 Page 6 of 12



(b) Internal context

e Governance, organisational structure, roles and accountabilities.
e Policies, objectives and the strategies that are in place to achieve them.

e Capabilities (in terms of resources and knowledge e.g. capital, time, people,
processes, systems and technologies).

e Information systems, information flows and decision making processes (bothformal
and informal).

e Relationships with, and perceptions and values of, internal stakeholders.
e Culture.
e Standards, guidelines and models adopted by PVL.

e Form and extent of contractual relationships.

3.3.2 Framework Parameters

The relationship between PVL'’s risk management principles, framework and process are
detailed in the Risk Management Policy.

Due to the integrated approach of enterprise risk management, this Framework relies upon,
but is not limited to, the following, which collectively form the foundation of enterprise risk
management within PVL.:

e the principles herein;

e the PVL Risk Management Policy & Framework;
e the strategic planning process;

e the PVL Risk Appetite Statement;

e the PVL Risk Management Procedures;

e all risk registers;

e Board approved and mandated policy, including the Board Governance Framework, Code
of Conduct policy, Fit and Proper Policy, and Capital and Liquidity Management Policy;

e procedures, system standards and work instructions;
e core business applications and associated internal controls;

e regular reporting, from independent audit, compliance, risk and credit functions to
management committees such as the Audit and Risk Committee (as set out in the Audit and
Risk Committee Charter), the Executive, and the Board;

e budgeting processes;
e Executive, Board and Committee actions sheets and minutes; and

e documented position descriptions with clear accountabilities for risk.
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3.4 Risk principles

PVL’s overall approach to risk management is based on ‘the three lines of defence’ model (as
shown in Figure 2 below), which supports the relationship between the individual business units,
the risk management and compliance functions, internal and external audit and the Board.

3rd LINE

Internal &
External Audit

Risk management BOARD

policy, appetite and

Risk acceptance
framework

Audit & Risk
Committee

Establish policies

2nd LINE Risk monitoring
and procedures

: and reporting
Executive Management

Risk reporting,

Apply identification
controls and IstLINE and
processes Operations team and corporate support management
Figure 2

3.4.1 The 1st Line of Defence

Business units are responsible for identifying, evaluating and managing the risks that they
originate within approved risk appetite and policies. They are required to establish and maintain
appropriate risk management controls, resources and self-assurance processes.

3.4.2 The 2nd Line of Defence

The CEO and Executive Team are responsible for implementing our risk management strategy
and frameworks, and for developing policies, controls, processes and procedures for identifying
and managing risk in all of PVL’s activities.

It also evaluates and opines on the adequacy and effectiveness of 1st Line controls and
application of frameworks and policies and, where necessary, requires improvement and

monitors the 1st Line’s progress toward remediation of identified deficiencies.

3.4.3 The 3rd Line of Defence

Independent assurance is provided by the independent auditors and various external
consultants and advisers. External consultants and advisers support management and the
Board through ad hoc consulting activities, as required.
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3.4.4 The Board

The Board has overall responsibility for PVL'’s risk management and internal controls, sets the
‘tone from the top’, sets the strategic objectives, defines the risk appetite and monitors the risk
exposure. The Whistleblowing Policy encourages disclosures to be addressed to the Board
Chair and/ or any other Non-executive Director.

3.4.5 The Audit and Risk Committee

From the perspective of specific types of risk, the Board Audit and Risk Committee role
includes:

e credit risk — approving key policies and limits supporting the credit risks,and monitoring
the risk profile, performance and management of our credit portfolio;

e liquidity risk — approving key policies and limits supporting the Capital and Liquidity
Management Policy, including ourcapital management plan and liquidity management
Crisis processes;

e market risk — approving key policies and limits regarding market risk ascontained in the
Capital and Liquidity Management Policy;

e operational risk — monitoring the operational risk profile, the performance of operational
risk management and controls, and the development and ongoing review of operational
risk policies;

e sustainability risk - monitoring the identification and disclosure of any material exposure
to economic, environmental and social sustainability risks, and how the Group managesor
intends to manage those risks;

e reputation risk — reviewing and approving the reputation risk issues; and

e compliance risk — reviewing compliance processes and our compliance with applicable
laws, regulations and regulatory requirements, discussing with management and the
external auditor any material correspondence with regulators or government agencies and
any published reports that raise material issues, and reviewing complaints and
whistleblower concerns.

The Audit and Risk Committee also:

e provides relevant periodic assurancesand disclosures to the Board regarding the
operational integrity of the risk management framework; and

e refers to other Board Committees any matters that come to the attention of the Auditand
Risk Committee that are relevant for those respective Board Committees;

e oversees the effectiveness of the internal control function and relevant risk management
systems within PVL.
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3.5 Implementing Framework
To proactively manage our compliance risks, we must:

e comply with both the letter and ‘spirit’ of the law while being attentive to the needs of our
clients;

e embed the requirements of our regulators into how we do business, how we conduct
ourselves and how our systems and processes are designed and operate; and

e maintain a compliance culture where everyone in every part of PVL has responsibility for
compliance.

The mechanisms we use to implement our approach include:

e maintaining a strong governance environment;

e identifying obligations, developing and maintaining compliance plans and implementing
change with compliance in mind;

e developing, implementing and testing compliance controls; and

e monitoring and reporting incidents, issues and risks.

As with other forms of risk, business unit management is primarily responsible for managing
compliance. This is supported by a dedicated legal section covering PVL. The legal function
reports to the Chief Financial Officer and Company Secretary.

Regular reports are provided to the PVL Audit and Risk Committee on the status of compliance
across the Group.

3.6 Monitoring, Review and Improvement of Framework

The Board is responsible for reviewing and approving our overall risk management strategy,

including determining our appetite for risk. The Board will be responsible for ensuring that PVL’s
risk appetite statement includes recognition of the need to spread risks and exposure across all
aspects of the business, so that one contract or investment does not put PVL as a whole at risk.

The Board has delegated to the Audit and Risk Committee responsibility for providing
recommendations to the Board on PVL's risk-reward strategy, setting risk appetite, approving
frameworks, policies and processes for managing risk, and determining whether to accept risks
beyond management’s approval discretion.

The Audit and Risk Committee conducts an annual review of the risk management strategy.
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The Audit and Risk Committee monitors the alignment of our risk profile with our risk appetite,
which is defined in the Board Statement of Risk Appetite, and with our current and future capital
requirements. The Audit and Risk Committee receives regular reports from management on the
effectiveness of our management of PVL’'s material business risks.

4. RISK MANAGEMENT PROCESS

The risk management process within PVL will be an integral part of management, embedded in
PVL’s culture and practices and tailored to PVL'’s business processes.

Measurement and reporting of risk management performance will be as prescribed in the Risk
Management Procedures.

The Risk Management Procedures will be reviewed periodically, or as required in response to
a relevant event or change in circumstances.
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APPENDIX 1 - DEFINITIONS
PVL has adopted the following definitions (some as detailed in AS/NZS ISO Standards):

° Consequence: Outcome of an event affecting objectives

) Event: Occurrence or change of a particular set of circumstances (Note an event without
consequences is referred to as a ‘near miss’)

° Likelihood: Chance of something happening
° Risk: Effect of uncertainty on objectives

° Risk Appetite: PVL defines risk appetite as the amount of risk PVL is prepared to pursue
or take to achieve its strategic objectives. PVL'’s risk appetite is articulated through a set of
risk appetite statements which are measured against key risk indicators and risk tolerance
to ensure all risk taking activity is conducted within the boundaries of activities that the
Board intend for PVL.

° Risk Management: Coordinated activities to direct and control an organisation with regard
to risk.

) Risk Management Framework: Set of components that provide the foundations and
organisational arrangements for designing, implementing, monitoring, reviewing and
continually improving risk management throughout the organisation.

° Risk Management Policy: Statement of the overall intentions and direction of an
organisation related to risk management.

) Risk Management Process: Systematic application of management policies, procedures
and practices to the activities of communicating, consulting, establishing the context, and
identifying, analysing, evaluating, treating, monitoring and reviewing risk.
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