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Union relations
Risk description Response/mitigation Risk appetite Link to strategy
Although we have a risk of union action or 
degradation of union relations at some  
sites, our overall relationship continues to 
strengthen; however, internal union politics 
could impact us negatively as well as pressure 
from other mining unions which want to take 
over the Fresnillo labour contract.

We have clearly assigned responsibilities and 
programmes for maintaining close relationships 
with unions at mine sites and at the national level. 
We have maintained a close communication with 
the union leaders at various levels of the 
organisation to raise awareness about the 
economic situation the industry is facing. We 
engage experienced legal counsel, both internal 
and external, to support us. We are proactive and 
timely in our responses to the needs of the unions, 
and experienced no labour-related work stoppages 
in 2015. 

We will continue closely monitoring union and 
labour developments. 

Low  > Mines in operation
 > Development projects 

 
 
 

Risk rating (relative position)
2015: Medium low (8)

2014: Medium low (9)

Key risk indicators

Change in heat map: 
 > Union members’ level 

of satisfaction 
 > Number of media 

mentions related to 
mining union 
developments

 

Description of risk change
Because of the lower price 
cycle in the industry, profit 
levels have been impacted 
thus profit sharing to the 
workers has decreased. This 
might be a concern for the 
unions.

Union leaders’ attitudes have 
become more challenging. In 
addition to this, a new labour 
contract was signed with 
Saucito, as agreed with the 
union leader.

Internal struggles for 
leadership between certain 
sections of the union occurred 
as well as between different 
mining unions.

Exploration
Risk description Response/mitigation Risk appetite Link to strategy
We are highly dependent on the success of 
the exploration programme to meet our 
targets in terms of strategic value-creation 
and our long-term production and reserves 
goals.

Risk factors that may impact prospecting 
and converting inferred resources (apart 
from the growing level of insecurity and 
access to land) include not having a robust 
portfolio of prospects in our pipeline with 
sufficient potential in terms of indicated and 
inferred resources, and insufficient 
concession coverage in target areas.

Also there could be a risk of losing purchase 
opportunities due to insufficient speed in 
decision making. 

As our production escalates and more mines 
approach the end of their lives, it becomes 
increasingly challenging to replenish their 
reserves.

See Exploration pages 62–65 for 
more on our exploration 
programmes and investment. 

Risk capital invested in exploration in 2015 totalled 
US$151 million, below budget; this was in 
accordance with the Group’s decision to reduce 
exploration expenditures in light of current market 
conditions. Our exploration objectives for 2016 
include a budgeted risk capital invested in 
exploration of approximately US$135-US$140 
million, with the approximate spending split of 27% 
for operating mines, 27% for advanced exploration 
projects and the remaining 46% for prospects, 
regional prospecting and mining rights. We also 
ensure we have:

 > A focus on increasing the regional exploration 
drilling programmes to intensify exploration 
efforts in the districts with high potential.

 > For local exploration, aggressive in-field 
exploration to upgrade the resources category 
and to convert inferred resources into reserves.

 > A team of highly trained and motivated 
geologists, both employees and long-term 
contractors.

 > Advisory technical reviews by international third 
party experts – up-to-date and integrated GIS 
databases, remote sensing imagery and 
software for identifying favourable 
metallogenic belts and districts to be 
field-checked by the team.

 > Drill-ready high priority projects.

During 2015 we revised our portfolio of concessions 
and determined that some did not have the 
expected potential; thus we voluntarily 
relinquished 62,873 hectares in order to focus our 
efforts on areas of greater potential. 

Medium  > Growth pipeline 
 
 
 
 

Risk rating (relative position)
2015: Medium (9)

2014: Medium (8)

Key risk indicators
Change in heat map:  > Drill programmes 

completed (overall and 
by project)

 > Change in the number 
of ounces in reserves 
and resources

 > Rate of conversion 
from resources to 
reserves

=

Description of risk change
Reasonable investment in 
exploration, even at the low 
metal cycle, puts this risk on a 
stable level, and we foresee no 
change in status based on 
available information.


