RISK MANAGEMENT

Making the transition from
Hazard Management

to

Risk Management

The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavour to provide accurate and timely information, there can be
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate
in the future. No one should act upon such information without appropriate professional advice after a thorough

examination of the particular situation.
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WORKSHOP OBJECTIVES

What is a ‘Risk’ and how is it different from hazard?
How does ‘risk’ relate to OHS?
Benefits of using a risk-based approach

Pitfalls in using a risk-based approach (for H&S), and how to avoid
them

Break-out: practical workshop — how to turn a hazard register into a
risk register?

Feedback — key learning from the workshop
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RISK MANAGEMENT

Active decision-making to prevent things from going wrong...

How the Business
Consultant described i

How the project What operations How the customer How it was supported | | What the customer
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OBJECTIVES OF A RISK
MANAGEMENT

Effective management of risks through:

 identifying which risks are in most need of reduction, and the options
for eliminating the risk (eliminate)

identifying which risks need ongoing management and evaluating
what that entails (minimise)

Risk management plays a critical role in OHS management systems -
BUT it's only a component — not the system itself
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BASIC TERMS — HAZARD AND
EXPOSURE

Hazard — something that is an actual or potential cause or source of
harm

In NZ hazard management has been based purely on seriousness of
the injury — serious harm = significant hazard

Exposure - exposure to a hazard is the potential source/cause of harm

Can alter the degree of exposure but not the hazard itself
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BASIC TERMS — RISK

Risk — the probability and magnitude of harmful consequences arising
from a hazard.

Risk is based on seriousness (consequence) and likelihood
— focus on events that may occur.

Risk can be expressed in values from |

zero (no possible harm) to one
(certainty that harm will occur). — mmm

- mm

Negligible Minor Moderate Major Severe
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BASIC TERMS -CONSEQUENCE
AND LIKELIHOOD

Consequence is the most probable result from exposure to a hazard — is
the level of harm that could occur

Likelihood is the probability that the accident sequence will follow to

completion
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WHY MOVE TO RISK
ASSESSMENT?

Benefits of Risk Assessment:
Fewer unexpected events
Allows for a structured, systematic, consistent approach
Supports decision-making and options analysis
Improved planning — safety at the design stage

- Earlier identification of opportunities

Better able to prioritise controls

Enhanced accountability and governance
Also allows for worker communication and consultation

— This has been missing in the past

KRRan © 2015 KPMG, a New Zealand partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All 8
ey Bk eerskantty rights reserved. The KPMG name, logo and “cutting through complexity” are registered tra ks or trademarks of KPMG International Cooperative.




FIRST. SET ASAFETY STANDARD
| RISK APPETITE

What is an acceptable risk standard for OHS performance?

Standards are an essential prerequisite for control
» They enable you to discuss the acceptability of control measures

Concept of tolerable risk and minimum acceptable risk

Tolerable risk — level of risk that workers and the general public would
find acceptable under most circumstances




KEY FACTORS INFLUENCING
OHS STANDARDS:

Your perception of risk is changed depending upon:
Incident size
Degree of pain and suffering
Familiarity
Observability
Delay in impact

Fairness or equity

Your corporate risk registers may have already defined your
risk appetite - check if this is appropriate to use for OHS
NEE
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RISK APPETITE

LIKELIHOOD

i Al . . .
o or | Conam | Ukl | Possile | Unlkey | Rue

Is expected to Will probably Might occurin Could occurin | May occur only
occupational “|ness occur in most occur in most most some in exceptional
circumstances. circumstances. circumstances. circumstances. circumstances.

Catastrophic

Death or serious injury / iliness to
one or more people causing
permanent  disability, including
irreversible health damage.

Major

Injury / lliness causing permanent
partial or temporary severe disability
including serious health damage
and/or needing hospitalisation.
Moderate

Injury / lliness causing temporary
disability including reversible health
effects. May need medical treatment
and/or alternate work duties or may
result in one or more work days lost.

Significant Hazard

Minor

Superficial injury / illness that may
need First Aid andlor medical
assessment.

Insignificant
Slight Pain and/or Discomfort.
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RISK MANAGEMENT OVERVIEW
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QUESTIONS TO DETERMINE
LIKELIHOQOD

How often are people exposed to the hazard?
How long might people be exposed to the hazard?
How effective are current controls in reducing risk?

Are hazards more likely to cause harm because of the working
environment?

Could any changes in your organisation increase the likelihood?

Could the way people act and behave affect the likelihood of a
hazard causing harm?

Do the differences between individuals in the workplace make it
more likely for harm to occur?
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EXAMPLE - LIKELIHOQOD

Level Descriptor Description

ALMOST CERTAIN There is a 95% or more chance of occurrence
The event/hazard is expected to occur in most circumstances
(monthly or more often)
There is a history of frequent occurrences

LIKELY There is a 65-95% chance of occurrence
There is a strong possibility that the event/hazard will occur
There is a strong possibility it may occur at some time within a period of less than every 4
years

UNLIKELY There is a 5-35% chance of occurrence
Not expected, but there is a slight chance the event/hazard may occur at some stage
Typically a once in working career event ( 1 in 33 years)
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CONSEQUENCE AND
LIKELIHOOD: MISCONCEPTIONS

Leave out credible accidents or incidents, especially high
consequence risks which could be the result of a single human error

Unwarranted optimism
Unsupported assumptions
Use risk assessment to justify a pre-determined decision

Focus on single immediate safety solution — there is more than one
slice in a “swiss cheese “

Difficulty in estimating likelihood of human error
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10 TOP TIPS FOR A SUCCESSFUL
RISK ASSESSMENT

” A team approach
m Document your process

Involve key stakeholders

Workshop all ideas

Utilise the Risk Matrix and Risk
Appetite / Standards
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10 TOP TIPS FOR A SUCCESSFUL
RISK ASSESSMENT

What are the options for control?
» Assess the effectiveness of each option

|dentify top risks and those with high consequences

""()i_

d

Review Residual Risk
« What will be the post-mitigation (residual) risk rating?

&ﬁ Eliminate in the first instance

List ‘minimise’ actions, with timeline
* include all the BAU activities (routine

monitoring, auditing)
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RISK ASSESSMENT:
COMMON FAULTS

Risk assessment common faults:
Dividing hazards into time spent between individuals (Salami)

Not involving a team of people in risk estimation
Not involving people with practical knowledge
Failure to identify all hazards associated with a particular activity

|ldentify immediate safety features and not longer term health
factors

No regard for psychosocial hazards

Not doing anything with the results

Not directly linking risk to control

Failure to document the risk assessment process
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HIERARCHY OF CONTROL.:
CURRENT PRACTICE

Eliminate

Isolate

Minimise




HIERARCHY OF CONTROL -
PROPOSED

Eliminate

Minimise

(Duty 6)
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COSTS AND REASONABLY
PRACTICABLE. -

All risks can be controlled and it is always possible to do something.

The cost of controlling a risk cannot be used as a reason for doing
nothing.

The greater the likelihood and/or the greater the consequence then
then less emphasis should be given to cost.

If two control measures provide the same levels
of protection and are equally reliable, you can
adopt the least expensive option.

Cost cannot be used as a reason for adopting
controls that rely exclusively on changing
people’s behaviour or actions when there are
more effective controls through elimination,
substitution, engineering or isolation.
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MONITOR AND MAINTAIN:

The key to effective risk management

Frequency based on risk level
Are the controls still in use and in place?

Are the controls still effective?
Is the exposure/interaction with the hazard different?

(Duty 7)
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REVIEW.

Is the control actually controlling the risk?
Has the hazard changed?

Has the risk changed?

Has the process changed?

Have there been any similar incidents?

How will we review these risks on an ongoing basis?

(Duty 8)
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BREAKOUT:
SI\/IALL TEAM ACTIVITY

Choose a typical activity

List the hazards associated with that activity:
Feedback

— What hazards did you identify?

— Are all significant?

Convert to a Risk Register

Assess and evaluate risks to assist with
prioritization

Feedback what worked well?

— What was challenging?
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cutting through complexity

Inherent Limitations

This presentation has been prepared in accordance with our Engagement contract dated 4 June 2015. The services provided under our engagement letter (‘Services’) have not been undertaken in accordance with any
auditing, review or assurance standards.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there can
be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional advice after a
thorough examination of the particular situation.

This scope does not indicate full coverage or satisfaction of strategic H&S risks, as strategic risks are managed through a number of business processes and control procedures. Whilst the intended framework of the
Health and Safety Reform Bill 2014 is now public, it remains subject to change through the Parliamentary process. Accordingly, our training will be based upon current knowledge of the Reform Bill. Once further is
known, the contents of the training material may require revision.

No warranty of completeness, accuracy or reliability is given in relation to the statements and representations made by, and the information and documentation provided by, Electricity Engineers Association consulted as
part of the process.

KPMG is under no obligation in any circumstance to update this presentation, in either oral or written form, for events occurring after the presentation has been issued in final form.

Any redistribution of this presentation requires the prior written approval of KPMG and in any event is to be a complete and unaltered version of the presentation and accompanied only by such other materials as KPMG
may agree.

Third Party Reliance

This presentation is solely for the purpose set out in our Engagement Letter dated 4 June 2015, and is solely for the Electricity Engineers Association. This is not to be used for any other purpose or copied, distributed or
quoted whether in whole or in part to any other party without KPMG'’s prior written consent.

Other than our responsibility to Electricity Engineers Association, neither KPMG nor any member or employee of KPMG undertakes responsibility arising in any way from reliance placed by a third party on this
presentation. Any reliance placed is that party’s sole responsibility.
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