GENERAL RISK CONTROL AND MANAGEMENT POLICY
OF SIEMENS GAMESA RENEWABLE ENERGY, S.A.
(Text approved by resolution of the Board of Directors dated September 12, 2018)

GENERAL RISK CONTROL AND MANAGEMENT POLICY
Pursuant to Section 529 ter of the Companies Act (Ley de Sociedades de Capital) and Articles
33 of the By-Laws and 6 and 7 of the Regulations of the Board of Directors, the Board of
Directors of SiemensGamesa Renewable Energy, S.A. (hereinafter "Siemens Gamesa” or
the “Company", and the group of companies of which Siemens Gamesa is the controlling
company, the “Siemens Gamesa Group") has the non-delegable responsibility to determine
the general risk control and management policy of the Company, identifying the main risks of
the Siemens Gamesa Group and organizing appropriate internal control and reporting systems,
and to regularly follow up thereon.
1.

SCOPE AND OBJECT

This policy applies to all companies within the Siemens Gamesa Group in relation to the risks
defined in the next section, which generally include all those risks relating to the activities,
processes, projects, products and services of the business lines of the Siemens
Gamesa Group in all of the geographical areas in which it does business.
The object of this policy is to establish the basic principles and general framework of conduct
for controlling and managing any risks faced by the Siemens Gamesa Group.
2.

RISK FACTORS – DEFINITIONS

Generally, any threat that an event, action or omission may prevent the Siemens
Gamesa Group from achieving its business goals and successfully executing its strategies is
considered a risk.
The Siemens Gamesa Group generally considers risk factors in accordance with the “COSO:
Enterprise Risk Management Business – Integrated Framework (ERM)” Model classified into
the four following categories, which in turn include other sub-categories:
a)

Corporate governance, ethics and compliance risks: These risks include:
•

Compliance with the Company’s Corporate Governance Rules, inspired by the
good governance recommendations generally accepted in the domestic and
international markets in which the Siemens Gamesa Group does business.

•

Compliance with the Siemens Gamesa codes of conduct and other codes of
conduct in its relation with its stakeholders (e.g., Supplier Relationship Code).

•

Compliance with applicable requirements and those that could potentially apply, as
well as the control of risks associated with the commission of crimes, including
fraud, bribery and corruption and antitrust, among others.

•

Regulatory risks: risks arising from changes in applicable domestic and
international legal provisions that could have a direct or indirect effect on the results
of the Siemens Gamesa Group.

•

Risks regarding export and tariff control: risks arising from tariff provisions that
could have an effect on the results of the Siemens Gamesa Group.
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b)

c)

Strategic and environmental risks: Risks that that could arise as a result of choosing a
particular strategy, as well as those arising from external or internal sources that could
have a significant direct or indirect impact on meeting the objectives of Siemens Gamesa
and on the long-term vision of the Company. These are thus key aspects that must be
handled by the Board of Directors and Top Management. They include:
•

Market risks: referring to the exposure of the results and financial position of the
Siemens Gamesa Group to the volatility of macroeconomic factors, political factors,
industrial innovation, geopolitical factors, competitors’ behaviours and customer
behaviour.

•

Strategic planning and resource assignment risk: risks of defining the strategic
positioning of the Company, lack of innovation, accomplishment thereof at an
inappropriate pace or the late entry of said innovations into the market,
organisational structure, alliances and joint ventures, special purpose vehicles, and
lack of capacity.

•

Quality risks, such as those derived from the definition of quality standards.

•

Media risks: risk that the various stakeholders harm the image of the Siemens
Gamesa Group through the media.

•

Merger, acquisition or divestment risk: risks derived from the diverse factors
implicated in these types of transactions, such as those inherent in the valuation or
related to the development and result of due diligence processes, as well as those
risks consubstantial to the implementation of these types of transactions
(including, if appropriate, the integration processes).

Operational risks or risks arising from its own activities (products and services),
including:
•

Product life cycle management.

•

Customer relationship management.

•

Project management.

•

Management of suppliers and the entire value chain.

•

Risks relating to the Company’s property and fixed assets.

•

HR risks (loss of key personnel, incentives and remuneration, succession plans,
recruiting and retention, etc.).

•

Environmental risks and Occupational Health.

•

Information technology system risks (cyberattacks, failures in comprehensive
management systems, etc.).

•

Risks in protecting intangible assets like patents, know-how, etc.

•

Risks relating to employee safety (travel, events, etc.).
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d)

3.

Financial risks: Risks affecting the more significant financial figures, including:
•

Risks of financial investments due to changes in exchange rates, interest rates,
credit risk, derivatives, etc.

•

Risks relating to accounting and financial reporting, including i.e. revenue
recognition, consolidation and closing process, financial information, etc.

•

Risks relating to management control (budgeting, analysis of financial closes and
deviations therefrom, etc.).

•

Tax risks: local requirements and direct or indirect levies that have not been
properly analysed and that cause delays in the recovery of taxes or penalties,
amongst other things.

•

Risks about the financing structure of the Company.

•

Risks relating to warranties and management of the Company’s insurance.

GENERAL OBJECTIVES OF THIS POLICY

The Siemens Gamesa Group is subject to various risks inherent to the different countries,
sectors and markets in which it does business and to the activities it performs, which can
prevent it from achieving its objectives and successfully implementing its business plans.
Aware of the importance of this aspect, the Company’s Board of Directors commits to develop
all of its abilities in order for the significant risks of all activities and businesses of the Siemens
Gamesa Group to be properly identified, measured, managed and controlled, and hereby
establishes the basic mechanisms and principles for properly managing the risk/opportunity
duality with a risk level that allows for contributing to the following general objectives:
a)

comply with applicable laws, regulations, rules and agreements;

b)

achieve the strategic objectives of the Siemens Gamesa Group with a volatility that is within
reasonable limits;

c)

provide the maximum level of guarantees to the shareholders;

d)

protect the results and reputation of the Siemens Gamesa Group;

e)

defend the interests of shareholders, customers and other stakeholders of the Siemens
Gamesa Group; and

f)

ensure business stability and financial strength in a sustained manner over time.

To implement the aforementioned commitment, the Board of Directors works with the Audit,
Compliance and Related Party Transactions Committee, that as an information-gathering and
consultative body, supervises the Company’s internal control system and the risk evaluation,
control and management systems, and reports on the adequacy thereof. All the foregoing takes
into account the Main Principals of Conduct, the Risk Control and Management Systems and
the Risk Limits set out in the following sections.
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4.

MAIN PRINCIPLES OF CONDUCT

Any conduct aimed at controlling and mitigating risks shall take into account the following main
principles of conduct.
a)

Identify the significant risks and opportunities of the business throughout the
organisation that might lead to potential deviations from the objectives of Siemens
Gamesa over a 3-year time frame, even if the impact and probability thereof are
uncertain.

b)

Evaluate the risks and opportunities detected based on the nature of the risk (business
objectives risk, financial impact risk, media risk, risk in regulatory bodies or inefficient use
of Top Management’s time), as well as on the probability of occurrence and size of the
impact of said risk if it materialises.

c)

Respond to the risk detected by assigning a manager for each risk, who in turn will be
tasked with preparing a risk mitigation strategy.

d)

Monitor the implementation of risk mitigation strategies and show the performance
thereof over time, including a regular re-evaluation showing the effects of the response to
the risk.

e)

Report and escalate on a regular basis, updating the risk map with the information
obtained from the evaluation, and providing an update on the response to the Executive
Committee and the Audit, Compliance and Related Party Transactions Committee.

f)

Sustain and continuously improve the risk management process by reviewing the
efficiency and effectiveness thereof, ensuring its compliance with legal and regulatory
requirements.

5.

RISK CONTROL AND MANAGEMENT SYSTEMS

The Company has Risk Control and Management Systems that are based on an appropriate
definition and assignment of duties and responsibilities at the operational level and on
procedures, methodologies, support tools and information technology systems appropriate for
the different stages and activities of the system, including:
a)

Contribution by all of its members to the achievement of the business objectives, to
creating value for the various stakeholders, and to the sustainable and profitable
performance of the operations of the Siemens Gamesa Group, playing a proactive role in
the preventative culture of comprehensive and integrated risk management.

b)

Continuous identification of significant risks and threats, taking into account the possible
effect thereof on business objectives and the financial statements (including contingent
liabilities and other off-balance sheet risks).

c)

Analysis of said risks in each of the businesses or corporate functions as well as taking
into account the overall effect on the entire Siemens Gamesa Group.

d)

Evaluation of the impact, probability and level of control, establishing a corporate risk
map that is regularly reviewed in order for Siemens Gamesa and the companies of the
Siemens Gamesa Group to be able to take actions that mitigate, transfer, share and/or
avoid the risks and strengthen the achievement of opportunities.
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e)

Establishment of the corresponding mechanisms for implementing this general risk
control and management policy as well as any other policies to be implemented in the
area of risks within the various businesses and companies forming part of the Siemens
Gamesa Group.

f)

Analysis of risks associated with new investments as an essential element in making key
profitability/risk decisions.

g)

Maintenance of an appropriate process for the continuous evaluation of the risks of
companies making up the Siemens Gamesa Group, as well as compliance with policies,
guidelines and limits. The evaluation is performed using a general risk management
method that aligns standards and ensures implementation of this general policy with
other specific methodologies that may be necessary due to the requirements of law, rules
or processes.

h)

Regular monitoring and control of the risks of the profit and loss account in order to
control the volatility of the annual results of the Group.

i)

Critical review and alignment of the guidelines of this policy with other specific risk
management processes also adopted at Siemens Gamesa for particular types of risks
relating to best practices and/or Iinternational Standards.

j)

The information, reporting and internal control systems used to regularly and
transparently evaluate and communicate the results of the risk control and management
monitoring.

The systems are applied through an organisation structured into four levels of protection and
defence to confront and manage significant risks.
•

The Audit, Compliance and Related Party Transactions Committee regularly reviews the
systems for internal control and management of risks, including tax risks, in order to
properly identify, analyse and report the main risks.

•

The Internal Audit Directorate informs, advises and reports to the Audit, Compliance and
Related Party Transactions Committee on the risks associated with the balance sheet
and the functional activity areas with the existing identification, measurement and control
thereof.

•

The Risk Department: (i) participates in defining the risk strategy, the proper operation
and effectiveness of the control systems and the mitigation of the risks detected, and (ii)
endeavours to ensure that the executive line evaluates everything related to the risks of
the Company, including operational, technological, legal, social, environmental, political
and reputational risks.

•

The Committees (Executive, Business Executive and Regional) are responsible for
comprehensive risk control and management in the business and decision-making
processes.
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6.

RISK POLICIES AND LIMITS

This policy further develops and supplements other corporate risk policies and specific risk
policies that may be established in relation to specific businesses and companies of the
Siemens Gamesa Group.
The Audit, Compliance and Related Party Transactions Committee endeavours to ensure that
the risk control and management policies identify the risk levels that the Company and the
Siemens Gamesa Group consider acceptable in accordance with the Corporate Governance
Rules.
The Board of Directors approves the risk levels that the Corporation considers acceptable (risk
tolerance criteria), which are aimed at maximising and protecting the economic value of
Siemens Gamesa within controlled variability.
The Board of Directors of Siemens Gamesa shall define the specific numerical values for the
risk limits stated in the specific policies and/or in the annual objectives and may decide to
change these values and authorize that they be exceeded in exceptional cases, after a report
of the Audit, Compliance and Related Party Transactions Committee, taking into account the
proposals of the affected directorates.
In accordance with these guidelines, the corresponding governance bodies of each company of
the Group must approve the specific risk limits applicable to each of them and implement the
necessary control mechanisms to ensure compliance with this general risk control and
management Policy and the specific limits that affect them.
7.

APPROVAL AND DISSEMINATION OF THE POLICY

The Executive Committee and region heads shall adopt the measures required for
dissemination within the Siemens Gamesa Group and compliance with this policy, assigning
the necessary means (human, technological and financial, as well as risk control and
management training and culture).
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