
RISK MANAGEMENT POLICY 

The Company has a robust Enterprise Risk Management (ERM) framework to identify, evaluate 

business risks and opportunities. This framework seeks to create transparency, minimize adverse 

impact on the business objectives and enhance the Company’s competitive advantage. The 

business risk framework defines the risk management approach across the enterprise at various 

levels including documentation and reporting. The framework has different risk models which help 

in identifying risks trend, exposure  and  potential  impact analysis at a Company level as also 

separately  for  business  segments.  The  Company  has  identified  various risks and also has 

mitigation plans for each risk identified. 

The Company’s financial assets majorly comprise of trade receivables, current  investments, 
deposits banks and cash & cash equivalents.  The  Company’s  financial  liabilities  majorly 
comprises of borrowings, trade payables and other commitments. 

The Company is primarily exposed to market risk, credit risk and liquidity risk arising out of 
operations and the use of financial instruments. The Board of Directors have overall 
responsibility for establishment and review of the Company’s risk management framework. 

The Company’s risk management policies are established to identify and analyse the 
risks faced by the Company, to set appropriate risk limits and controls, and to monitor risks 
and adherence to limits. Risk management policies and systems are reviewed regularly to 
reflect changes in market conditions affecting business operations and the Company’s 
activities. 

a. Market risk 

Market risk is that risk that the fair value of future cash flows of a financial 
instrument will fluctuate because of changes in market prices. Market risk comprises 
three type of risk: interest rate risk, currency risk and other price risk, such as 
commodity risk. The expose to currency risk and interest risk is given below: 

(a) Interest rate risk 

Interest rate risk is the risk that the fair value of future cash flows of a financial 
instrument will fluctuate due to changes in market interest rates. The Company’s 
exposure to the risk of changes in interest rates relates to short term borrowing / 
working capital in nature and hence are not exposed to significant interest rate 
risk. 

(b) Foreign currency risk 

Foreign currency risk is the risk that the fair value or future cash flows of an exposure 
will fluctuate because of changes in foreign exchange rates. The Company’s 

exposure to the risk of changes in foreign exchange rates relates primarily to the 
Company’s operating activities (when revenue or expenses is denominated in a 
foreign currency) and the Company’s net investment in foreign subsidiaries. 

b. Credit risk 

Credit risk is the risk that the counterparty will not meet its obligation under a financial 
instrument or customer contract leading to financial loss. The Company’s exposure to 
credit risk arises from its operating and financing activities. The credit risk arises 
primarily from trade receivables, and the  maximum  exposure  to  credit  risk  is  equal  to  
the  carrying  value of financial assets. 



In order to mitigate the credit risk on receivables, credit quality of the customer is assessed 
based on the credit rating scorecard and individual credit limits are defined in 
accordance with this assessment. Outstanding receivables are monitored on an ongoing basis 
to ensure timely collections and to mitigate the risk of bad debts. 

An impairment analysis is performed at each reporting date for the outstanding trade 
receivables and expected credit loss if any are provided for.  The  Company’s  maximum 

exposure to counterparty credit risk at the reporting date is the carrying value of financial 
assets. 

c. Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting financial 
obligations due to shortage of funds. The Company’s exposure to liquidity risk arises 

primarily from mismatches of the maturities in financial assets and liabilities. The 
Company’s objective is to maintain a balance between continuity  of  funding  and  flexibility.  
The  Company’s treasury management team monitors on a daily basis the fund 
positions/requirements and identifies future mismatches in funds availability and  reports  
the  planned  and  current liquidity position to the top management and board of directors 
of the Company. 
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