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CORPORATE RISK MANAGEMENT
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The Board believes that risk management is an integral part of corporate
governance. Effective and efficient corporate risk management will
facilitate the Group’s business development and operation by setting the
appropriate risk appetite, maintaining an optimal risk level and more
importantly, proactively responding to risks. It therefore helps protect
shareholder value and safeguard the Group’s reputation. Through putting
in place proper risk management control over key businesses and carrying
out regular reviews and updates, the Group strives to reduce the likelihood
and the effect of risks before they occur, and deal with problems effectively
when they arise.
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Reoporting on monthly,
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BUSINESS UNITS

Step 1: Step 2: Step 3:

Risk Risk Analysis & Risk Monitoring &

Identification Mitigation Performance
Evaluation

While the Group’s risk management is the responsibility of every
management team member and is embedded in the daily operation of every
business unit, our risk management process is based on a decentralized
model with a centralized monitoring system. The Group’s strategy is to
maintain a streamlined risk management process to identify, analyze and
mitigate various risks in an efficient and effective manner.
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RERKEE CORPORATE RISK MANAGEMENT

Step One - Risk Identification

We identify and assess risks both at group and individual business unit
levels, and incorporate risk management into our business planning. At
the end of each year, each business unit undertakes a review of potential
risks which fall within their respective business and operation area. The
business unit then performs risk reviews including risk mapping and
evaluation of their probability of occurrence and impact. Identified risks
are reported together with the explanation of its nature and proposed
risk management strategies to the Group during the business plan review
session at the beginning of each year. In addition to the annual exercise,
our monthly reporting system of each business unit also facilitates ongoing
risk identification and the reporting of risks.

Step Two — Risk Analysis and Mitigation

When risks are identified, the assigned risk owner is responsible for
analyzing the probability of their occurrence and potential impact. Priority
will be given to risks with high probability and negative impact. The risk
owner then designs appropriate procedures and actions for risk mitigation
and acts accordingly. Implementation cost is also taken into account when
devising the action plan. During the implementation, we also emphasize
the balance of risks and benefits to ensure long-term business success.

Step Three - Risk Monitoring and Performance Evaluation

After risk identification, analysis and mitigation, evaluation reports are
submitted to the Group through the monthly reporting mechanism. To
prevent the same risks from occurring again, preventive actions and
procedures to improve operational efficiency are also incorporated into the
internal control system. To ensure the procedures were diligently followed
up, our internal audit department undertakes independent reviews, and
our management is responsible for ensuring appropriate actions are taken
to rectify any control deficiencies highlighted in the audit reports within a
reasonable period of time.
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