Risk Management Policy

PREAMBLE:
Risk management is an approach to decision-making and accountability. Risk management comprises
the culture, processes and structures that are directed towards the effective management of potential
opportunities and adverse effects within Company's operational environment. The manner in which the
Company performs this important role can significantly affect national reputation and national
interests. Risk is inherent in all functions. All personnel are responsible for managing the risks that
relate to their particular area of work. Risks should be managed in a way that derives the best outcomes
for Company and its stakeholders. The aim of this policy is not to eliminate risk. It is to assist
personnel to manage the risks involved in all activities to maximize opportunities and minimize adverse
consequences. Effective risk management requires:
• Identifying and taking opportunities to improve performance as well as taking action to avoid or
reduce the chances of something going wrong
• A systematic process that can be used when making decisions to improve the effectiveness an
efficiency of performance
• Forward thinking and active approaches to management
• Effective communication
• Accountability in decision making
• Balance between the cost of managing risk and the anticipated benefits.
The purpose of this Policy is to ensure that each of you are aware of the company’s standards for risk
taking while conducting business and to provide an easy-to-access guide any time you have a question.
The Risk Management Group will currently cover Market Risk, Credit Risk, Process Risk and other
risks as detailed in these documents. Each risk is covered within this Policy. This Policy will apply
across all products, throughout the firm. Policies with respect to specific risks arising out of a particular
product or product groups will be covered in the annexture or in documented process notes with
appropriate sign-offs, or in the relevant New Product Review documentation, and filed by Risk
Management.

(A) Definitions
1) Risk:
Risks are events or conditions that may occur, and whose occurrence, if it does take place, has a
harmful or negative impact on the achievement of the organization’s business objectives. The
exposure to the consequences of uncertainty constitutes a risk.

2) Risk Management
Risk Management is the process of systematically identifying, quantifying, and managing all
risks and opportunities that can affect achievement of a corporation’s strategic and financial
goals.
3) Risk Strategy
The Risk Strategy of a company defines the company’s standpoint towards dealing with various
risks associated with the business. It includes the company’s decision on the risk tolerance levels,
and acceptance, avoidance or transfer of risks faced by the company.
4) Risk Assessment
Risk Assessment is defined as the overall process of risk analysis and evaluation.
5) Risk Estimation
Risk Estimation is the process of quantification of risks.
6) Risk Tolerance/Risk Appetite
Risk tolerance or Risk appetite indicates the maximum quantum of risk which the company is
willing to take as determined from time to time in accordance with the Risk Strategy of the
company.
7) Risk Description
A Risk Description is a comprehensive collection information about a particular risk recorded in a
structured manner.
8) Risk Register
A ‘Risk Register’ is a tool for recording the risks encountered at various locations and levels in a
standardised format of Risk Description.

(B) Objectives of the Policy:
The main objective of this policy is to ensure sustainable business growth with stability and to promote
a pro-active approach in reporting, evaluating and resolving risks associated with the business. In order
to achieve the key objective, the policy establishes a structured and disciplined approach to Risk
Management, including the development of the Risk Matrix, in order to guide decisions on risk related
issues. The specific objectives of the Risk Management Policy are:
1. To ensure that all the current and future material risk exposures of the company are identified,
assessed, quantified, appropriately mitigated and managed
2. To establish a framework for the company’s risk management process and to ensure company wide

implementation
3. To ensure systematic and uniform assessment of risks related with construction projects and
operational power stations
4. To enable compliance with appropriate regulations, wherever applicable, through the adoption of
best practices
5. To assure business growth with financial stability.
(C) Risk Management Policy:
In order to fulfill the objectives of this policy and lay a strong foundation for the development of an
integrated risk management framework, the policy outlines the following guiding principles
of Risk Management:
(D) Risk Management Policy Statement:
The policy statement is as given below:
1. To ensure protection of shareholder value through the establishment of an integrated Risk
Management Framework for identifying, assessing, mitigating, monitoring, evaluating and reporting of
all risks.
2. To provide clear and strong basis for informed decision making at all levels of the organization.
3. To continually strive towards strengthening the Risk Management System through continuous
learning and improvement
(E) Scope and extent of application:
The policy guidelines are devised in the context of the future growth objectives, business profile
envisaged and new business endeavours including new products and services that may be necessary to
achieve these goals and the emerging global standards and best practices amongst comparable
organizations. This policy is meant to ensure continuity of business and protection of interests of the
investors and thus covers all the activities within the company and events outside the company which
have a bearing on the company’s business. The policy shall operate in
conjunction with other business and operating/administrative policies
(F) Risk Assessment:
The process of Risk Assessment shall cover the following:
a) Risk Identification and Categorisation – the process of identifying the company’s exposure to
uncertainty classified as Strategic / Business / Operational.
b) Risk Description – the method of systematically capturing and recording the company’s identified
risks in a structured format
c) Risk Estimation – the process for estimating the cost of likely impact either by quantitative, semi-

quantitative or qualitative approach.
Name of Risk

Short description by which the risk may be
referred to

Scope of Risk

Qualitative description of the events by which the
occurrence of the risk may be identified, any
measurement indicating the size, type, number of
the events and their related dependencies

Nature of Risk

Strategic/ Business/ Operational

Stakeholder

List of stakeholders affected and impact on their
expectations

Quantification of Risk

Cost of impact, if risk materialises

Risk Tolerance and Trigge

Loss potential and financial impact of risk on the
business Value at Risk Probability of occurrence
and size of potential losses Objective(s) for control
of the risk and desired level of performance to
assimilate Risk Trigger

Risk Treatment & Control Mechanism

Primary means by which the risk is currently being
managed Levels of confidence in existing control
system Identification of protocols for monitoring
and review of the process of treatment and control

Potential Action for Improvement

Recommendations to reduce the occurrence and/or
quantum of adverse impact of the risk

Strategy and Policy Development

Identification of function responsible for
developing the strategy and policy for monitoring,
control and mitigation of the risk

(G) Risk Strategy :
The following framework shall be used for the implementation of the Risk Strategy: Avoid Reduce
Based on the Risk Appetite/Risk Tolerance level determined and reviewed from time to time, the
company should formulate its Risk Management Strategy. The strategy will broadly entail choosing
among the various options for risk mitigation for each identified risk. The risk mitigation can be
planned using the following key strategies:
a) Risk Avoidance: By not performing an activity that could carry risk. Avoidance may
seem the answer to all risks, but avoiding risks also means losing out on the potential
gain that accepting (retaining) the risk may have allowed.
b) Risk Transfer: Mitigation by having another party to accept the risk, either partial or total, typically
by contract or by hedging.
c) Risk Reduction: Employing methods/solutions that reduce the severity of the loss e.g., shot create
being done for preventing landslide from occurring.

d)Risk Retention: Accepting the loss when it occurs. Risk retention is a viable strategy for small risks
where the cost of insuring against the risk would be greater over time than the total losses sustained. All
risks that are not avoided or transferred are retained by default.

