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Risk Management Policy 1.0
1.9 Background
; All Organizations face internal and external ctors that infuence the timelines and
attainment ol the  business objectives.  The oflect of this uneertaiiy - on o an
organization's objectives is termed us CRISK In recent times. all sectors of the
ceonomy have shifted focus towards the management” ol risk as the key w making
organizations successiul in detivering their objectives while protecting the interests of
their stakcholders, Risk May be defined as events or conditions that may oceur. and
whose oceurrence. il it does take place. has o harmtul or negative impact on the
achievement o the organization’s business objectives. The exposure 10 the
-~ consequences of uncertainty constitutes a risk

Organizations that are most ellective and elficient i tanagmg rishs o both existing
assets and w future growth will, i the IR rus. outpertorm those that ace less s, Stmply
put, companies make money by taking inlciligent risks and lose moncy by failing 1o
manage risk intelligently.

Risk management is a holistic. integrated. structured and disciplined approach 1o
managing rishs with the objective of maximizing sharcholder’s value, It aligns strategy .

processes, people & culture. echnology and governance with the purpose of ey aluating
and managing the uncertaintics fueed by the ergunization while creating value.

With the vision to integrate risk management with the overall strategic and operational
practices. a Risk Management policy has hecn drafied. as a comprehensive set of
components that provide the foundation and organizational wrrangements for designing,

implementing. monitoring, revicwing and inproving risk Management on continuous

& basis throughout the organization,
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LT DEFINITIONS

Risk

Risk has 1wo characteristics:

Lneertainty: An event may or may not happen,

lLoss: An event has unwanted conscquences of lossces,

Thus risk is defined as an uncertain event or set ol events which. should it oceur, will have an
eflect on the achievement of objectives. A risk is mcasured by a combination of the probability
of a perecived threat or opportunity oceurring and the magnitude of its impact on objectives.

Risk Management

Risk management refers 1o the practice ol'identilyving potential risks in advance. analysing
them and taking precautionary steps to reduce/curb the risk. S

Risk Management Framework

A risk management framework (RMF) is the structured process used 1o identify potential threats
1o an organisation and to define the strategy for climinating or minimizing the impact of these
risks. as well as the mechanisms 1o effectively monitor und evaluate this strategy.
As most widely accepted framework for Risk assessment policy should have following five
sleps. :

. Identification of risk

2. Assessment of risk

3. Lvaluate or rank the risk

4. Risk Control or mitigation of risk
5. Reporting. Monitoring and review ol the Risk

Risk Identification ; -
Risk identification is the process ol identitying the orpanization’s CXPOSUIC 1o uncertainty.

Risk Assessment
Risk assessment is the overall process of risk analysis and risk evatuation. It allows an entity 1o
consider the extent o which potential risk events have un impact on achievement of objectives.

Risk Database
Repository of"all risks facing RFCH categorized as Severe. High. Medium or Low based on
the impact.

Impact :
The degree of consequences 1o the organization should the ey ent oceur.

Risk Source
Element which alone or in combination has the intrinsic polential wo give rise to risk,
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2.0 Objective
The objective of the Risk Managemen: Policy is to evolve a strategy o have a balanced
approach towards business plan and 10 mitigate the associated risks through better
management practices, resulting in greater degree of eonfidence amongst various

stakcholders und also o adhere 1o Corporate Gos ernance., Considering the significance
of risk management in the scheme of carparaie management strategics. its monitoring

is one ol the main responsibilities o Board - Mimagement

As per Section 1343 )n) of the Companies Act. 2013, a Company s required o
include a statement indicating deyclopment and implementation of a risk management
policy for the Company including identification therein ol elements of risk. it any.,
which in the opinion of the Board may threaten the existence of the company.
The specific objectives of the Risk Management Policy are,
I. To establish a risk intelligence framework [or the organization:
2. To establish ownership throughout the Organization and consider risk management
as in integral part of the business rather than a stand-alone System
3. To help the decision muakers of the vrganization explicitly take account of
uncertainty, the nature of thul aneertainty, and work t1owards o selution to address it
4. To ensure that all the curren’ and expected nsk exposures ol the organization are
identificed, qualitatively and quantitatively evaluated. analyzed and appropriately
managed
3. To cnable compliance with the relevan egal and regulatory requirements and
international norms ;
6. To assure demonstrable achicvement of objectives and improvement of tinancial

stability of the organization

3.0 Framework for Risk Management Policy:

Ihe Risk Management Policy of the Company shull comprise of u framework for
assessment of risks arising out of operations as well us external enyromment. rish

control & reporting of the sume,
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3.1 Risk Identification

Risk identification refors not only 1o the systematie identification of risks but also
to the identilication of its rool causes. Risk owners in respect ol each identified
risk are responsible for the exeeution of risk managing action which includes
documentation of the rou cause of the risk as well as the mitigation factors in
place through suitable risk assessment tool. In selection of risk identification
technology, following lechniques may be considered: -

Team  based brainstorming where workshops can prove elfective in building
commitment and making use of different experiences.

Structured tlechniques such as flow charting. system design review., syslem
analysis, hazard and operability studies. and operational modelling,

For less clearly defined situations such ag identification of strategic risks,
processes with a more general structure such as “what- if” and scenario analysis

could be used.

3.2 Risk Assessment:

Assessment of cach of the risks shall be carried out as a continuous process and
pereeptions of new risks would be updated. Identitied risks wil| be assessed in
terms ol potential consequences and COSL ol impact on asset. facilities. third
parties cle. Risks will be ranked in accordance with their likely impact. The
aceeptability of cach identified risk will be assessed. Responsibilitics for
management of cach risk will be assigned (o 4ppropriate managers. Based on a
cost 7 benelit assessmem of risk. some rishs may be judged as having 10 he

accepted because, it s believed. mitigation is not possible or warranted.

3.3 Risk Fvaluation

Risk evaluation is the process o determine whether the risk and/ or s Magnitude

Is aceeptable or tolerable,

The intent of risk evaluation is w:

* I'nable escalation 10 the appropriate level of management as per risk
meusurement criteria,
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* Prioritize for treatment implementation.

Risk evaluation helps ¢nsure appropriate resource ablocation for the purpose of
risk trcatment and channelling ol Management attention towards risks of
signilicant concemn.

Risk evaluation will mvolve risk prioritization for the department and the
Company as a wholc. Risk evaluation shall be done individually and collectively

by Risk Management Committee,
3.4 Risk Control:

Risk control is to examine cach risk and docide as 1o how to prepare for the risk
of event. il it oceurs. [t imvolves dehining sieps for responses 10 threats,
Depending upon the Risk impact; Strategy ol acton on considered measures or
let risk happen, needs to be decided. 'he risk lailing in the categorics of severe
or high need special attention and those in the categories of medium or wlerable

need careful attention.

3.5 Reporting:
Risk Management is a continuous process appiicable 10 all functions. Risk
Management Commitice of the Board would review identitied risks and
mitigation action tahen on pcriud[c.husis before submission of report in the

matier o Board.

4.0 Approaches to Risk Management Poliey:
Company evaluates its business opportunitics on parameters of viability. sustainability
and profitability in the medium and long term in order 1o minimize probability ol

adverse impact ol any unforescen rish.

Carcful analysis ol the business environment: Corporate Plan and business practices

followed by the Company. the loresecable potential risks, in the present context and
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inbuilt risk mitigation mechanism practiced by the Company form the basis in structuring

the Risk Management Policy,

The Risk Management Policy of the company has been formulated Lo put in place a
framework for identification, assessment, evaluation. risk control and reporting

which are as under:

a)  Identification and grouping of potential risks

Potential business risks at RECL will be identitied and grouped primarily imo major

-~ categories.

b)  Classification and grading of risks on the basis of their impact

Ihe Risk Matrix would indicate the impact of risk on the operations. revenue,
profitability and sustainability of the business and the likelihood of s oceurrence,

For cach identitied potential business rigk. I'riggers / Indicators would be identified
that would raise an alarm about the criticality of rigk,

Impact of an event would be categorized under lour classes: vig, Severe / High /
Medium 7 Low and its likelihood would be catcgorized under four classes. viv.
Significant/High / Medium / Low.

The criterion for the aboyve impacts would be as under:

| Class Criterion |

Severe | 30 crore
) High 2 10 crore < 250 Crore
Medium 2 Leyore =2 10 Crore

l.ow < 2] erore

¢)  Framing strategics for mitigation of identified risks
The stratepy will broadiy cntail choosing among the various options for risk
mitigation for cach identified risk. The risk mitigation can be planned using the
lollowing key strategices:

(1) Risk Avoidance: By not performing an activity that could carry risk. Avoidance

may appear 1o be the answer for all the risks. but avoiding risks may also result n

0w o&w losing out on the potential gain that aceepting | retaining) the risk may have allowed,
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(11) Risk T'ransfer: Mitigation by having another party to accept the risk, cither partial
ortatal typically by contract or by hedging or throuph Insurunee

(11)Risk Reduction: Employing methods / solutions that reduce the severiny of the
loss.

(iv)Risk Retention: Aceepting the loss when it occurs, Risk retention is a viahle
strategy for small risks where the cost of insu ring against the risk would be greater
than the otal losses likely to be sustained. Al risks that are not avoided or
transterred are retined by detault, [his includes risks that are so large or
catastrophic that they cither cannol be insured against or the premiums are not

allordable.

d)  Procedure for monitoring and systematic reporting to the Board / Committee
of Dircctors

Designated department would be courdinating department o implement Risk

Management Policy. under guidance of Risk Managemem Commitice (RMCO).

el
=

Responsibility for implementing Risk Manugement Policy

The detailed tramework for risk identification & gerouping. assessment, reyiew
mechanisin and process preparation for risk mttigation shall be sepa ately put up
lor consideration & approval of Risk Munagemen: Commitec ol the Board

Designated departinent would be coorduating department 10 tnplement Risk

Management Policy. under guidance of Risk Munagzement Committee (RMC),

6.0 Communication
6.1 Communication of the Risk Management Policy across the company:
For the  cffective  implementation of  (he risk management policy .
communication and training across the company s required & Poiicy

shall be display ed on website, Jurther. any significant change in the policy shall

be communicated 1o the cmployees across the lavers 1o make aware ol
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® The risks faced by the company
*  [heirimpact on the business. if it happens

e Mitigation measures 1o prevent happening and lower the impact

What 10 do il it happened

6.2 Disclosure in the Annual Report
Disclosure in the annual teport shall be made as per applicable provision /

practice followed by unlisted comparnics.

7.0 Review Mechanism
The Risk Management Policy of the Company needs 1o he continuously reviewed to
ensure that it meets the requirement ol dynamic business environment. to identily any

new risks 10 which the company is getting exposed and 10 capture the changes in

legislation. as may be required.
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