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Australian Hardware Risk ManagementPlan

Risk Management Policy

Australian Hardware is committed to the effective management of risk, which is central to the
continued growth and profitability of the company. The purpose of this policyisto ensure that:

appropriate systemsare in place toidentify —as much as is reasonably possible and
practical — risks that the company facesin conductingits business

the potential impact of identified risks are understood and appropriate limits are set to
assistinthe management of exposures to those risks

responsibilities are delegated to manage the identified risks

assurance is provided as to the effectiveness of the risk management system and risk
controls

any changesto the company’srisk profile are monitored and disclosed.

This policy covers all risks that could have a material impact on the company, including those

related to:
e people e assets
e objectives (including financial e reputation
performance) e theenvironment.
e customers
Accountabilities

The board is accountable for:

overseeingthe effectiveness of the risk management system

monitoring compliance against the requirements of the risk management system and
reviewing the adequacy of controls

reviewingthe risk profile of the company and approving the policies and systems
implemented forthe ongoingidentification and management of risks

reviewingthe company’s capacity to absorb

requiring provision by management of reports on the performance of systems used to
identify and manage risks and regularly reviewing these reports.

The Chief Financial Officer (CFO) is accountablefor:

identification and management of risks including risks in relation to all significant
investment decisions
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e appointingthe system owners, through whom appropriate systems and procedures for
the identification, reporting and management of risks are developed, implemented,
maintained and reviewed

e provisionof reportstothe board on performance inrelation toidentification,
assessmentand management of risks, including environmental risk.

Risk Management

Store managers are accountable for:

e thedevelopment,implementation, maintenance and review of appropriate policies,
procedures and systems forthe management of all risks within theirarea of
responsibility

e providingassurance thatthe systems of risk managementandinternal control within
theirarea of responsibility operate effectively in all respects.
The Chief Risk Officer at each store is accountable for:

e demonstrating, through a program of assurance and review, the effectiveness of, and
compliance against, those systems used to identify and manage risk

e providingan effective system forassurance, at six monthly intervals, from employees
with specificdelegated responsibilities underthis policy

e the provisionofanappropriate insurance program
e theidentification of materialchangestothe company’srisk profile and recommending
theirdisclosure
All managers, supervisors and employees are responsiblefor:

e takingall reasonable and practicable steps to perform theirresponsibilities delegated
underthis policy and the related systems and procedures.

Reporting

For the approval of Australian Hardware annual financial reporting, the Chief Financial Officer
states to the board in writing that:

e thedeclaration providedinaccordance with s295A of the Corporations Act 2001 is
founded ona sound system of risk management and internal control and that the
system is operating effectively in all material respectsin relation to financial reporting
risks.

The CFO providesareportto the board indicating:

e the effectiveness of the company’s risk management andinternal control systemsin
relation to business risks
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e the effectiveness of the company’s risk managementand internal control systemsin
relation to environmental and triple bottom line related risks.
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Risk Management Strategy and Plan

Introduction

Australian Hardware recognises that risk managementis an essential component of good
management practice and is committed to the proactive management of risks across the
organisation. The strategy is designed to:

identify, evaluate, control and manage risks, including environmental risks
e ensure potential threatsand opportunities are identified and managed

e informstore management, partners and staff members about theirroles,
responsibilities and reporting procedures with regards to risk management

e ensureriskmanagementisanintegral part of planningatall levels of the organisation.

Guiding Principles

Australian Hardware is committed to achievingits vision, business objectives and quality
objectives. This will be achieved through the proactive management of risk atall levels of the
organisation. Australian Hardware acknowledges that embracinginnovative ideas and
practices carries with itrisks, but that these are identifiable and measurable and therefore
capable of being subject torealisticrisk mitigation processes.

Responsibility and Authority

Store managers/partners have responsibility forensuring that risk managementisin place.

Managers/partners have the responsibility of reviewing the Risk Action Plan (outlinedin the
table at the end of thisdocument) on a monthly basis.

Staff supportand implement policies approved by the partners.

Key riskindicators will be identified, closely monitored and action taken where necessary, by
all employees of Australian Hardware.

Risk Management Framework

This framework encompasses anumber of elements that together facilitate an effectiveand
efficientoperation, enabling Australian Hardware to respond to a variety of operational,
financial, commercialand strategicrisks. These elementsinclude:

e Policiesand procedures: Aseries of policies underpin the internal control process.

e Reporting: Decisionsto rectify problems are made atregular meetings of the partners
and store management.
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e Business planning and budgeting: The business planning and budgeting processis used
to setobjectives, agree onaction plansand allocate resources. Progress towards
meetingbusiness plan objectivesis monitored regularly by the partners. Contingency
planningisundertakenasrequired.

e Risk managementreview: The partnersare required to report monthly.

e External audit: The final audit of financial statementsis controlled by an external
chartered accountantwho provides feedback to the partners.

Definitions

Risks are identified on ascale of likelihood of occurringin the next 12 months and assigned an
impact or consequence of the riskas high, medium orlow. Highincludes eitherasignificant
shortfall of around 40% in achieving budget orasignificant reductionin ability to function.
Mediumincludes eitherashortfall of budget of between 10% and 20% or some reductionin
function, and low indicates minorreductionsin achieving budget or minimal reductionin

performance.
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Australian Hardware Risk ManagementPlan FY2013

Risk Risk Risk impact | Controls Monitoring Timelines Responsible
Difficulty sourcing | Medium | High Targeted advertisingintrade Regularinvestigation of Monthly and Human resources
or trainingskilled magazinesand online. competitorwages, seeking | quarterly manager, store
and experienced . - to match or betterif viable general managers
ff Promotional focus on training ; bud 4 |
staff. and development rombu .getary an ge‘nera
opportunities. perspective. operations
managers.
Regulartraining forexisting
staff.
Wastage or Medium | High Continuous monitoring using Daily automated monitoring | Daily Store general
unsaleable stock in-house ERMsystem (withalertsforissues) and monitoring managers, general
from poor Daily contact with suppliers. anticipation of demand Monthly and operations
inventory through ongoing research managers, COO,
guarterly sales
maintenance and and analysisin consultation and marketing
T _ and demand
sales monitoring. with market research . general manager.
analysis

consultants
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Risk Risk Risk impact | Controls Monitoring Timelines Responsible
Emergence of a Low High Continuousimplementation of | Continuous monitoring of Monthly Marketing general
competitor. marketing strategy to highlight | competitors’ campaigns. manager.
key points of difference
between us and competitors.
Increased frequency of
promotional campaigns.
Selectivediscounting.
Adjustment of marketing
strategy to ensure
differentiationand
appropriate positioning of
Australian Hardware in order
to compete effectively.
Poorproduct Low Medium- Continual audits of product Audit of supplierquality. Monthly Store general
quallt'yfrom High quality. Customer complaints managers and
suppliers. monitoring. general
operations
managers,
CO0,

marketing general
manager.

NI
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Risk Risk Risk impact | Controls Monitoring Timelines Responsible
Environmental Low Medium- Staff training (atall levels) on | Continual audits of supplier | Monthly Store general
risk due to High sustainable practices at environmental managers, general
operations of Australian Hardware. responsibility with regard to operations
Australian sustainability principles. managers,
Hardware. Continual auditing of COO.

environmental performance

against sustainability plan

and external benchmarking.
Risks to Low Medium- Community consultation. Community consultation. Monthly Store general
community due to High Media campaignsto Marketing questionaries. managers, general
operations of operations

encourage proposals for .
Australian External benchmarking. managers
sponsorship of community ’

Hardware. events, forexample. Triple bottom line reporting Coo,

at the individual store level .

and corporate level. marketing general

manager.

Failure tocomply | Low High Regular maintenance of Monthly monitoring of Monthly Store general

with legislationin
jurisdictions
across Australia.

legislationregister.

Regular update of policiesand
procedures.

legislative environment.

Triple bottom line reporting
at the individual store level
and corporate level.

managers, general
operations
managers, CFO
and legal team
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