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1.0 INTRODUCTION

Organizations of all types and sizes face internal and external factors and influences that make it
uncertain whether and when they will achieve their business objectives. The effect this uncertainty
has on an organization's objectives is “RISK". In recent times all sectors of the economy have shifted
focus towards the management of risk as the key to making organizations successful in delivering
their objectives while protecting the interests of their stakeholders. Risk may be defined as 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.

Organizations that are most effective and efficient in managing risks to both existing assets and to
future growth will, in the long run, outperform those that are less so. Simply put, companies make
money by taking intelligent risks and lose money by failing to manage risk intelligently.

Risk management is a holistic, integrated, structured and disciplined approach to managing risks
with the objective of maximizing shareholder’s value. It aligns strategy, processes, people & culture,
technology and governance with the purpose of evaluating and managing the uncertainties faced by
the organization while creating value.

With the vision to integrate risk management with the overall strategic and operational practices, an
Enterprise Risk Management Framewark has been established by AIESL, as a comprehensive set of
components that provide the foundations and organizational arrangements for designing,
implementing, monitoring, reviewing and continually improving risk management throughout the
organization.
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2.0 DEFINITIONS
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,

Risk Management

Risk management Process can be defined as the identification, assessment, and prioritization of risks
followed by coordinated and economical application of resources to minimize, monitor, and control
the probability and/or impact of unfortunate events or to maximize the realization of opportunities.

Risk Register

A prioritized risk register highlighting the key risks for the unit where the Total Risk Score is greater
than or equal to 5 and/or the Impact is rated as Very High (5)

Risk Database

The risks have been classified based on the Business Segments, Clients and Functions. Repository
of all risks facing AIESL is categorized as High, Medium or Low based on the impact and likelihood
ratings.

Trigger Events
Events or conditions that could lead to the risk
Impact

The degree of consequences to the organization should the event occur. [Refer to impact scale
criteria definitions — Appendix 1]

Likelihood

The likelihood of the event occurring expressed as an indicative annual frequency. [Refer to likelihood
scale criteria definitions — Appendix I]

Consequence

Potential resulting events that could be affected by the key group risk.

Risk Source

Element which alone or in combination has the intrinsic potential to give rise to risk.
Risk Rating

The relative rating determined from the risk score derived from qualitative analysis of impact and
likelihood. Categorized as High, Medium or Low. [Refer to Risk Rating definitions — Appendix I]
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Risk Management Team (RMT)

Risk Management Team consists of CEQ, All Executive Director and CFO. The RMT will be headed
by Executive Director (Sales &Marketing).
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3.0 PURPOSE OF THE POLICY
e The policy forms part of AIESL's internal control & Governance arrangements.

e The policy explains AIESL's approach to risk management, documents the roles & responsibilities of
the Board/ Audit Committee/ Corporate Level Risk Steering Team / Chief Risk Officer/ Risk owners
etc.

|t also outlines the key aspects of the risk management process & identifies the reporting
procedures.

e This policy shall operate in conjunction with other business and operating / administrative practices.

4.0 POLICY STATEMENT
AIESL is committed to develop an integrated Risk Management Framework:

= To achieve the strategic objective while ensuring appropriate management of risks.
e To ensure protection of stake holders value.
e To provide clear & strong basis for informed decision making at all levels of the organization.

e To strive towards strengthening the Risk Management System through continuous learning &
improvement.

Every employee of the company is recognized as having role in risk management for identification of
risk to treatment and shall be invited & encouraged to participate in the process.

There will be a Corporate Level Risk Steering Team to determine Key Risks, communicate Policy,
objectives, procedures & guidelines and to direct & monitor implementation, practice & performance
throughout the Company periodically every Six Months to sustain the business growth and profitability
in a competitive market through structured risk taking and risk mitigation processes. This philosophy
will be driven by a risk aware mindset where avoidance of necessary risks isdiscouraged.

The Audit Committee & Board will review the policy & procedure annually thereby embedding Risk
Management Policy in Business processes of AIESL.

5.0 OBJECTIVES OF THE POLICY

The prime objective of this Risk Management Policy and Procedure is to ensure sustainable business
growth with stability and establish a structured and intelligent approach to Risk Management at
AIESL. This would include the process for development and periodic review of the Base wise Risk
Registers and Databases in order to guide decisions on business risk issues. This would promote a
proaclive approach in analysis, reporling and miligation ol key risks associaled willi the business in
order to ensure a sustainable business growth.

The specific objectives of the Risk Management Policy are:

1. To establish a risk intelligence framework for the organization;

2. To establish ownership throughout the Organization and embed risk management as in integral
part of the business rather than a stand-alone system.

3. To help the decision makers of the organization explicitly take account of uncertainty, the nature
of that uncertainty, and work towards a solution to address it.
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4. To ensure that all the current and expected risk exposures of the organization are identified,
qualitatively and quantitatively evaluated, analyzed and appropriately managed

5. To enable compliance with the relevant legal and regulatory requirements and international norms

6. To assure demonstrable achievement of objectives and improvement of financial stability of the
organization

6.0 SCOPE & EXTENT OF APPLICATION

The policy guidelines are devised in the context of the present business profile, future growth
objectives and new business endeavors/ services that may be necessary to achieve the goals & the
emerging global standards & best practices amongst the comparable organizations. This policy

covers all the events within the company & events outside the company which have a bearing on the
company’s business.
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7.0 THE RISK MANAGEMENT FRAMEWORK

Risk management will protect and add value to the organization and its stakeholders through
supporting the organization’s objectives by improving decision making, planning and prioritization by
comprehensive and structured understanding of business activity, volatility and project
opportunity/threat.

It will provide a framework that enables future activity to take place in a consistent and controlled
manner. The framework will help in creating an environment in which risk management is consistently
practiced across the Company and where Management can take informed decisions to reduce the
possibility of surprises.

The components of risk management are defined by the company's business model and strategies,
organizational structure, culture, risk category and dedicated resources. An effective risk
management framework requires consistent processes for assessment, mitigation, monitoring and
communication of risk issues across the organization. Essential to this process is its alignment with
corporate direction and objectives, specifically strategic planning and annual business planning
processes. Risk management Is a continuous and evolving process, which integrates with the culture
of the Company.

An effective Risk Management Framework comprises of:

= Risk management process; and
= Risk management organization structure

Risk management Process can be defined as the identification, assessment, and prioritization of
risks followed by coordinated and economical application of resources to minimize, monitor, and
control the probability and/or impact of unfortunate events or to maximize the realization of
opportunities.

Risk Management Organization Structure: The risk management process has to be supported by a
risk management structure which primarily comprises of:

= Team structure of the Risk Management Function
= Roles and Responsibilities
= Risk management activity calendar
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8.0 THE RISK MANAGEMENT APPROACH AT AIESL

AIESL has adopted a comprehensive Enterprise Risk Management whose objectives are to ensure a
comprehensive risk identification and prioritization of important risks, define and follow risk policies
and processes, create Risk Registers and Risk Data Bases for identified Risks along with Mitigation
Plans that control daily decision making throughout the company and ensure a robust risk culture
company-wide. These risk-informed decisions at the Executive Team levels ensure a risk dialogue
among the management team and enable key Strategic and Business risk oversight by the Board.

Risk Database: Repository of all risks facing AIESL categorized as High, Medium or Low based on
the impact and likelihood ratings. The risks have been classified based on discussions with Business
Unit heads, General Managers, CFO, COP, Marketing Head and Executive Directors,

Risk Register: Prioritized list of risks that are either high on a multiply product of probability and
impact or high on impact (low on probability). Refer to Appendix | for the risk rating matrix.
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9.0 RISK MANAGEMENT PROCESS

Effective risk management process requires continuous & consistent assessment, mitigation,
monitoring and reporting of risk issues across the full breadth of the enterprise. Essential to this
process is a well- defined methodology for determining corporate direction and objectives. The
risk management framework adopted by AIESL is mapped to address Risks inherent to
Strategy, Operations, Finance and Compliance and their resulting Impact as per the best
practices globally.

The risk management process adopted by AIESL has been tailored to the business processes
of the organization. Broadly categorizing, the process consists of the following stages/steps:

= Establishing the Context

= Risk Assessment (identification, analysis &evaluation)
= Risk Treatment (mitigation plan)

= Monitoring, review and reporting

»= Communication and consultation

[Refer figure 1 below for detailed flow of the risk management process]

: Eszahllshmgﬁqe C:_mts:m:
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Monitoring and Review

Communication and Consultation

Figure 1: Risk Management Process
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9.1 Establishing the Context
Articulate the objectives and define the external and internal parameters to be taken into account
when managing risk, and sets the scope and risk criteria for the remaining process.

9.1.1 Establishing the External Context

Understanding the external context is established to ensure that the objectives and concerns of
external stakeholders are considered when developing risk criteria. It is based on the organization-
wide context, but with specific details of legal and regulatory requirements, stakeholder perceptions
and other aspects of risks specific to the scope of the risk management process.

The external context can include, but is not limited to:

= The social and cultural, political, legal, regulatory, financial, technological, economic, natural and
competitive environment, whether international, national, regional or local;
= Key drivers and trends having impact on the objectives of the organization; and

= Relationships with, perceptions and values of external stakeholders.

The External context in case of AIESL includes:
1. OEM Support and Sale Policy

2. Arbitrage in terms of Trained Manpower, Equipment and Finances to Foreign MROs
3. Operators requirements as per Foreign Lessor Regulatory Certification Requirements.

9.1.2 Establishing the Internal Context

The risk management process should be aligned with the organization's culture, processes, structure
and strategy. Internal context is anything within the organization that can influence the way risks will
be managed

It is necessary to understand the internal context. This can include, but is not limited to:

= Governance, organizational structure, roles and accountabilities;

= Policies, objectives, and the strategies that are in place to achieve them;

» Capabilities, understood in terms of resources and knowledge (e.g. capital, time, people,
processes, systems and technologies);

* The relationships with and perceptions and values of internal stakeholders; the organization's
culture;

= |nformation systems, information flows and decision making processes (both formal and
informal);

= Standards, guidelines and models adopted by the organization.

11
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9.2 Risk Assessment
Risk assessment is the overall process of risk identification, risk analysis and risk evaluation.

9.2.1 Risk ldentification

The Company has established Enterprise Risk Management (ERM) framework to identify, assess,
monitor and mitigate various risks that may affect the organization. As per ERM framework, the risks
are identified considering the internal and external environment. Certain key risks identified by
AIESL are as follows:-

>

. Strateaic Risks:

Skewed Market Share of Customer Airlines.

Credit Risk( Financial health of Customers Airlines)

OEM Support Policy.

Globalization and Technological Obsolescence.

Competitor MRO Challenges.

Government Policies on Tax Structure, Import of Components etc,

Airport Operators policy on Rentals and Restrictive practices on 3™ Party Jobs.

Y VY VY VYY

m

. Operational Risks:

Defect in Workmanship and Legal claims

Skilled & Experienced Manpower attrition.

Consistent Revenue Growth

Cost Optimization

Disaster Management and Data Security

Liquidity Risk (Inefficient working capital Management).
Contractual Compliance

Quality Assurance

VV Y VYVVY

. Compliance Risks:

Ensure stricter adherence to laws / rules / regulations/ standards.

Adherence of Company Policies and Procedures Financial and Reporting Risks.
Volatility in Currency, Funding & Credit Risk.

Maintaining high standards of Corporate Governance and Public disclosures.

YYVYV¥ O

9.2.2 Risk Analysis

Risk analysis involves:

Consideration of the causes and sources of risk.

The trigger events that would lead to the occurrence of the risks.
The positive and negative consequences of the risk.

The likelihood that those consequences can occur.

Y VY Y

Factors that affect consequences and likelihood should be identified. Risk is analyzed by determining
consequences and their likelihood, and other attributes of the risk. An event can have multiple
consequences and can affect multiple objectives. Existing controls and their effectiveness and
efficiency should also be taken into account.

12
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9.2.3 Risk Evaluation

The purpose of risk evaluation is to assist in making decisions, based on the outcomes of risk
analysis, about which risks need treatment and the priority for treatment implementation. Risk
evaluation involves comparing the level of risk found during the analysis process with risk criteria
established when the context was considered. Based on this comparison, the need for treatment
can be considered.

Decisions should take account of the wider context of the risk and include consideration of the
tolerance of the risks borne by parties, other than the organization, that benefit from the risk.
Decisions should be made in accordance with legal, regulatory and other requirements.

[Refer Appendix | for details of the risk criteria definitions required for analyzing risk impact and
likelihood]

9.3 Risk Treatment

Risk treatment involves selecting one or more options for modifying risks, and implementing those
options. Once implemented, treatments provide or modify the controls.

Risk treatment involves a cyclical process of:

= Assessing a risk treatment;

= Deciding whether residual risk levels are tolerable;

® |f not tolerable, generating a new risk treatment; and
= Assessing the effectiveness of that treatment.

Based on the Risk level, AIESL has formulated its Risk Management Strategy. The strategy broadly
entails choosing among the various options for risk mitigation for each identified risk. Risk treatment
options are not necessarily mutually exclusive or appropriate in all circumstances. Following
framework shall be used for risk treatment:

Avoiding the risk by decidingnot to start or
continue with the activity that gives risetothe risk

Sharingthe riskwith anotherpartyorparties
{including contractsand risk financing)

| Removing therisk source; Measuresto
reducethe risklikelihood and/or

RISK ASSESSMENT

Retainingthe risk by informed decision
- Manage theResidual Risk

Figure 2: Strategy for Risk Treatment

13
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9.4 Risk Handling Decision Flow

CanRisk be
avoided?

Can Risk be
transferred?

G

Can Risk be
mitigated?

Risk Avoided
e Implement Alternate Approach
® Delete Specific Requirement
* Reduce Requirements

Request for Review to
Next Higher Level

Risk Transferred to Future
o Shift Requirements where feasible
e Push Risk to Next Program Phase without
affecting overall program Schedule and cost

e Change type of Contractor Sub-contractor
location

Risk Mitigated
e Communicate Risk
e Review Actions
® Review Risk Impact Status

|

v

Develop Fallback
Positions
s  Modify

Requirements

|

Y/

Does Risk
[tem Require a
Fallback

Record in Database

Record in Database

1. Avoidance (eliminate, withdraw from or not become involved)

As the name suggests, risk avoidance implies not to start or continue with the activity that gives
rise to the risk.

2. Reduction (optimize -mitigate)

Risk reduction or "optimization" involves reducing the severity of the loss or the likelihood of the
loss from occurring. Acknowledging that risks can be positive or negative, optimizing risks means
finding a balance between negative risk and the benefit of the operation or activity; and between

risk reduction and effort applied.

14
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3. Sharing (transfer - outsource or insure)
Sharing, with another party, the burden of loss or the benefit of gain, from a risk.

4, Retention (accept and budget)

Involves accepting the loss, or benefit of gain, from a risk when it occurs. Risk retention is a
viable strategy for 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. This includes risks that are so large or catastrophic that they either cannot be insured
against or the premiums would be infeasible. This may also be acceptable if the chance of a
very large loss is small or if the cost to insure for greater coverage amounts is so great it would
hinder the goals of the organization too much.

9.5 Risk Mitigation Plan by AIESL

Suggested Approaches to Mitigation Plan for High Level Risk: A few of the High impact risks that
can affect the company’s revenues and market share in the future and their mitigation plans are
given below:

9.5.1 Mitigation plan for Market Share of Customer Airlines revenue wise:

Key Indicators:
» 75% Revenue from Air India Group Companies,

#» AIESL is only catering to 20% of MRO Business for Airlines other than Air India.

Key Roots:
> Legacy issues of being wholly owned subsidiary of Erstwhile Air India and of assured
Business.

» Lack of fully functional key departments like Marketing, Finance, HR and dependability on
erstwhile Air India.

Mitigation Suggestions/Action Plan

» Current Business Agreement from Air India needs to be split up in several agreements as per
different strategic MRO Business segments.

» AIESL needs to reach out to more customers by adopting aggressive Market Strategies.

» AIESL needs to upgrade various capabilities, acquire new capabilities and aggressively
market them to add more Revenue streams across new Business verticals.

9.5.2 Mitigation plan for Risks of Financial Risks:

Finance Head of the Division may device various processes, policy on the aspects of budget
monitoring, System Audit Reports, etc. The Corporate Finance group will submit an assessment
of the risks due to Cash Flow crunch, Excessive outstanding of Business clients.

Following two key financial risks have been identified:

i. Credit Risk
i. Liquidity Risk

15
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i. Credit Risk:

Key Indicators:
» Large amount in Trade Receivable compared to Business activities.

» Non-Receipt of overdue payment from Trade Receivables.
» One customer forms the bulk of outstanding Receivables.

Key Roots:
Extension of Long credit period to customers.

b

» Irregular monitoring and reconciliation of receivables accounts.

» Non fixation of First Person Respensible (FPR) for collection from customers,
Non raising of Invoices in time (Gives undue long credit facility to customers).

¥

Mitigation Suggestions/Action Plan

» Developing of a stringent Credit policy, AIESL has proposed a Credit Policy having a Credit
Limit for Each Client to protect against financial losses in case of Adverse Financial Health of
Client Airline.

Appointing a FPR for collection from Receivables.

Periodical reconciliation of Receivable accounts.

Regular monitoring of Receivable by top management.

Keeping an eye on the financial health of customers whom large credits are extended.
Offering some discount for early or cash down payments.

Taking timely legal recourse for long overdue receivables.

i. Liquidity Risk:

Y ¥V

YV VY

Key Indicators:

» Inability to discharge its liability in time.

» Large number of overdue trade payables.

> Default in Statutory payments within due dates.

Key Roots:
» Non monitoring of Cash flows on regular basis.

» Non raising of invoices in time and irregular collection of receivables, resulting in low cash
inflows.

» Long term investments / Capex from working capital.

> Very low turnover of inventory (unnecessary blocking of working capital).

» Downward trends/Failure to generate enough orders for sustaining business.

Mitigation Suggestions/Action Plans:

» Devise a strict policy of not using short term funds for Long term Investments / Capex.,
» Ensuring raising of invoices in time and close monitoring of receivables.

» Not to make early payments or avail extended credit period from vendors.

> Develop a mechanism for short term and medium-term cash forecasting.
>
»
»

Regular monitoring cash flows at highest level.
Anticipate downward trends in business and have strategies to mitigate the same.
To have a good credit line with Banks for use in emergent situation.

16
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Other Financial Risks:

A. Disallowance by Tax Authorities resulting in Disputes:

Key Risk Indicators:

» Amount of additional tax levied.

» Amount of penalty levied.

» Amount of Expense disallowed by AO.

Key Root Cause;
» Non-Compliance to Tax Regulations.

» Delay in deposit of Advance Tax and TDS.
> Incarrect Tax Liability computation.

Mitigating Suggestions/Action Plans:

» Periodic monitoring by Officers responsible for compliance to various regulations.

CFO to closely monitor deposit of TDS / TCS of their respective work centers.

Meeting with concerned authorities (Personal hearing) to resolve the disputes, effective
reply to SCN for settlement/dropping of demand. Appeal before Tribunal/Courts in time
bound manner.

» System (SAP) being configured to capture all tax cases for proper reporting and menitaring.

YV ¥ Y

9.5.3 Mitigation Plan for Risk of Obsolescence by Global Certification Reguirements, Qutdated
Equipment’s:

Manpower Certification requirements shall be reviewed periodically and if required retraining
and addition of new skills should be initiated. Also outdated equipment shall be suitably
replaced.

9.5.4 Mitigation plan for Risks in Workmanship/Product Performance:

Key Indicators:
» Number of 3™ Party claims on Repairs and/or warranty on AIESL.

Key Root Cause:
» Risks in technology processes and competencies,

» Risks of quality failures due to improper / inadequate Execution/ inspection or inadequate
supervisions.

Mitigating Suggestions/Action Plans:

» EDs / GMs / COP through Mitigation plans and reported to the appropriate higher
authorities or management. Where feasible the use of IT to strengthen these practices may
be followed.

» Due Diligence needs to be ensured to distinguish between systemic and personal causes of
the risks to avoid individual blame.

» Company should have Comprehensive Insurance cover for all Manpower, Equipment, 3
Party Assets, and Damages during Repairs.

9.5.5 Mitigation for Risks in Service Delivery:

Any potential Risks of inadequacy of Service Delivery should be addressed by making
Adequate provisions in Contracts/Agreements and such issues should be Addressed by
ED/GM/COP and reported to the appropriate higher authorities or management. Similarly any
other risks that may arise, which can have an impact on product or service delivery including
liquidated damages should be addressed by the respective ED / GM / COP and reported to
the appropriate higher authorities or management.

17
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9.5.6 Mitigation for Risks from Competitors:

A Corpaorate annual SWOT (Strengths. Weaknesses, opportunities and Threats) analysis will
be presented by Marketing Department to CEQ for review of the strategies and for initiating
and strengthening focused mitigation actions on risks arising out of Threats including threats
arising out of current and potential competition from Indian/Foreign MROs,

9.5.7 Mitigation for Risks transferred by partners/stakeholders:

AIESL may evaluate Risks transferred by partners in current and future projects, prepare the
risk mitigation plans and report the same to the Corporate Office. This will include risks arising
out of changes in relevant Government Policies. The Risk Management Team will assessthe
extent of risk mitigation and report as necessary to the Board.

9.5.8 Mitigation of HR Risks:

= Risks on talent acquisition, retention, engagement and Knowledge Management should be
addressed by COP and reported to HR Subcommittee of the Board, if any.

= Succession Plan for Departmental Heads and Highly skilled Personnel should be complied
strictly to avoid Risk of Trained Manpower in short Period.

= Regular Recruitment of Fresh Candidates should be done in keeping with Number of
Superannuation and Growth of Business.

= Retraining of Manpower in line with demand of newer Skills should be done on a Regular
Basis.

9.5.9 Mitigation of Corruption Risks:

9.5.10

The Corporate Vigilance Office will consolidate the corruption risks identified by Corporate
Vigilance and submit and suggest measures to mitigate minimize / eliminate and control
corruption risks. The Corporate Vigilance Department will forward Annual Report on status of
complaints received and cases of violations of CRM Palicy to Risk Cell for submission to the
Management Team & Audit Committee.

Mitigation of Legal Risks:

Respective departmental heads will review the risks arising out of practical difficulties involved

in legal and statutory compliances and the mitigation plans required will be prepared by the
respective Departments.

Non-Compliance of Statutory Laws

Key Risk indicators:

» Number of notices issued for non- compliance to laws related to respective depariments.
» Number of notices issued for non-compliance to Industrial relation laws.

» Financial penalty for non-compliance by respective Departments.

Key Roots:

» Non- updation of changes in statutory requirements.

» Inadequate clarification/ understanding of applicable acts/compliances.

» Incorrect reporting of applicable compliances.

» Non- compliance due to non-adherence of timelines/due date as defined in the act.

18
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Mitigation Suggestion:
A governance mechanism should be put in place for identification of applicable acts and

statutory compliances through compliance framework. For new regulations or acts made
applicable to AIESL a mechanism may be devised by the company to inform all the units and
concerned officers/staff. Departmental heads to devise these systems intime bound manner.

9.5.11 Annual Review:

An annual Risk Management Conference will be held to share and review the deployment
of the Risk Management Policy. A report on the same will be placed before the Audit
committee of the Board every year.

9.6 Monitoring and review

In order to ensure that risk management is effective and continues to support organizational
performance, processes shall be established to:

Measure risk management performance against the key risk indicators, which are periodically
reviewed for appropriateness

Periodically measure progress against, and deviation from, the risk management plan

Periodically review whether the risk management framework, policy and plan are still appropriate,
given the organizations' external and internal context.

Report on risk, progress with the risk management plan and how well the risk management policy
is being followed

Periodically review the effectiveness of the risk management framework.
Structured scientific and analytical tools may be used for this purpose.

9.7 Communication and consultation

Communication and consultation with external and internal stakeholders should take place during all
stages of the risk management process. Therefore, plans for communication and consultation
should be developed at an early stage. These should address issues relating to the risk itself, its
causes, its consequences (if known), and the measures being taken to treat it. Effective external and
internal communication and consultation should take place to ensure that those accountable for
implementing the risk management process and stakeholders understand the basis on which
decisions are made, and the reasons why particular actions are required.

19
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10.0 RISK REPORTING

Reporting is an integral part of any process and critical from a monitoring perspective. Results of risk
assessment need to be reported to all relevant stake holders for review, inputs and monitoring.

Approach for Implementation at AIESL:

A. The Risk Unit Owners would be required to prepare unit level risk evaluation reports on a

quarterly and annual basis and submit the same to CRO office. Risk Unit Owner will be of DGM
rank.

Quarterly Risk Register Review Report

The Risk Unit Owners (DGM) and the Risk Unit Team shall review the Risk Registers and identifyany
emerging/new risk and the existing contral to mitigate that risk. They must ensure robustness of
design and operating effectiveness of existing mitigating controls. If required, re-rate (existing
risks)/rate (emerging risks) and prepare, implement action plan for risk treatment in situations where
the existing controls are inadequate.

The Quarterly Risk Register Review Report shall include:

= Risk rate movements, if any, along with reasons for changes in the impact and/or likelihood
ratings.

= New key risks identified, if any, along with risk criteria ratings and mitigation plans.

= Status of the implementation of mitigation plans and reascons for any delays or non-
implementations.

The Risk Unit owner will be responsible for preparing and consoclidating the report and the
same shall be reviewed by the Risk Unit Team. Approval sign-off by the GM of each Base shali
be taken and the report will be shared with the Office of CRO by 10™ day foliowing the guarter
end.

Post the review and re-rating of the risks in Risk Register, if the Risk Score (factor of impact and
likelihood) becomes less than 12 and/or the Impact is rated below 5 (Very High) for a risk existing in
Risk Register, the same risk shall move to Risk Database.

A i e Review ort

The GM along with Risk Unit Owner and Risk Unit Team shall review the respective Risk Database
annually and evaluate if any changes are requisite to the impact and likelihood assigned to the risks
and, re-rate the risks if applicable as per the guidelines and ensure effectiveness of design and
operating effectiveness of existing mitigating controls.

The Annual Risk Database Review Report shall include:

= Risk rate movements, if any, along with reasons for changes in the impact and/or likelihood ratings.
= New key risks identified, if any, along with risk criteria ratings and mitigation plans.

= Status of the implementation of mitigation plans and reasons for any delays or non-
implementations.
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Risk Unit Owner will be responsible for preparing and sending the quarterly report to CRO,

Post review and re-rating of risk in Risk Database, if the factor of impact and likelihood becomes

greater than or equal to 12 and/or the Impact is rated as Very High (5), the same risk shall move to
Risk Register.

[Refer Appendix Il for all the reporting formats]

B. The Office of CRO [Refer Section 11.2.5 for detailed roles and responsibilities] would be
required to prepare on a quarterly basis a report for the Corporate Level Risk Steering Team
detailing the following:
= List of applicable risks for the business, highlighting the new risks identified, if any and the

action taken w.r.t the existing and new risks;
= Prioritized list of risks highlighting the Key strategic and operational risks facing AIESL.
= Root causes and mitigation plans for the Key Risk.
= Status of effectiveness of implementation of mitigation plans for the Key Risks identified till date.

C. The Corporate Level Risk Steering Team would be required to submit report to the Audit
Committee on a quarterly basis the following:
»  An overview of the risk management process in place;

= Key observations on the status of risk management activities in the quarter, including any new
risks identified and action taken w.r.t these risks;

r Status of effectiveness of implementation of the mitigation plan for key risks.

[Refer Appendix Il for all the reporting formats]
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11.0 RISK MANAGEMENT ORGANIZATION STRUCTURE

Board of
Directors Audit
Committee
Risk Management
Team (CEO /
ED)
Risk Officer Unit Risk Management
Corporate Level Steering (GM HQRS) Team
Team
(CFO, MKTG Head, COP)
GM/ Risk Unit GM/ Risk Unit GM/ Risk Unit
Officer Officer Officer

* As per the existing system, CRO will an officer of the rank of ED / GM along with 4 numbers
of crossfunctional team members will form part of CRO office. Adequate training & exposure
will be imparted to the CRO & his team.
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11.1Flow Chart for reporting, monitoring and reviewing:
AIESL Board of
Directors consider < AIESL Audit
AIESL'’s Risk Profile
i Chief Risk Officer
: u:_ﬁ: (CRO) HQRS Risk Management
egister =
8 G Steering Team (RMT)(CEO
| M (HQRS) Team / ED)
| (CFO, COP,
| Marketing)
Risk Unit
Database
(Annual Review)
Risk Unit
Owner GM of Base
(Dy.GM)
Risk Unit Register
(Quarterly Review)
Risk Unit
Database
Risk Unit Team Risk Unit Team Risk Unit Team
Unit jfm== (Shop1) Unit == (Shop 2) Unit  f== {Shop N)
Officer 1 Officer 2 Officer N
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11.2 Roles and Responsibilities
11.2.1 Board of Directors

The Board, through the Audit Committee shall oversee the establishment and implementation of an
adequate system of risk management across the company. Board shall comprehensively review
the effectiveness of the company’s risk management system on an annual basis.

11.2.2 Audit Committee

The Corporate Level Risk Steering Team after reviewing the risk assessment & minimization
procedures across the Company would submit the same Bi-Annually to the Audit Committee for its
review. The Audit Committee will assist the Board in assessing compliance with risk management
practices. It will also act as a forum to discuss and manage key risks.

11.2.3 Risk Management Team (RMT)

Concerned Executive Director shall review the exception reports along with effectiveness of the
mitigation plans sent by the Site Level Risk Steering Team on Bi-Annual basis. They may advise
for inclusion of new risks and modify the mitigation plans.

Executive Directors shall also review the exception reports along with effectiveness of the
mitigation plans sent by the Corporate Level Risk Steering Team on quarterly basis. Theymay
advise for inclusion of new risks and modify the mitigation plans. Effectiveness of the risk
management policy & framework shall be reviewed.

11.2.4 Corporate Level Risk Steering Team

The Corporate Level Risk Steering Team shall consists of key functional heads of Marketing,
Finance, Personnel at Corporate Office and one of the Executive Director (ED), If any, as the head
of the team. CRO will be the coordinator.

The Team seeks to identify the key business risks which would prevent the Company from
achieving its objectives and ensures that appropriate controls are in place to manage these risks.

Key responsibilities of the Team include:

Y

Identification of new risks.

Monitoring the environment within which the risk exists to identify issues which may affect its
impact on the company or the likelihood of its arising.

Providing assurance that risk management policy and strategy of the company are operating
effectively,

Developing risk response processes and assessing adequacy of responses for the key risks
identified through the risk management framework.

Ensuring the implementation of risk mitigation plans.

Monitoring the Key Risk Indicators (KRIs) of the Enterprise and Functional Level Key Risks.
Monitoring the performance of different segments.

Preparation and Update of the Corporate Level Key Risk Register and Quarterly reports

for the Board/Audit Committee.

» Present the quarterly risk management update repert based on the inputs by the CRO
Office to the Audit Committee & Functional Directors.

Y/ v

b

Y Y VY
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11.2.5 Chief Risk Officer and the Office of CRO

The Chief Risk Officer (CRO) plays a pivotal role in the oversight and execution of a company's
risk management function. Working closely with the CEO, Executive Director, Head RMT, Audit
committee and the Board, the CRO is responsible for developing and implementing risk
assessment policies, monitoring strategies, and implementing risk management capabilities. The
CRO's ultimate objective is to help the Board and executive management to determine the risk-
reward tradeoffs in the business and bring unfettered transparency into the risk profile of the
business. The CRO will be supported by a team of risk analysts, will be known as the Office of
CRO or the Risk Office. The CRO office works closely with the business units/GMs to identify risks
and then evaluate and negotiate risk response plans based on cost-benefit analysis.

As the ERM champion, the CRO facilitates the execution of risk management processes and
infrastructure as a key enabler to achieving the business objectives of the organization. Following
are the key responsibilities of the CRO and CRO Office:

» ldentification of new risks.

> Assist the board and senior management to establish and communicate the organization’s ERM

objectives and direction;

Assist management with integrating risk management with the strategy development process:

» Assist the Board and the executive team to develop and communicate risk management

policies.

CRO will be the Coordinator of the Corporate Level Risk Steering Team.

» Facilitate enterprise-wide risk assessments, developing risk mitigation strategies where
required, and monitoring key risks across the organization.

» Maonitoring the Key Risk Indicators (KRIs) of the Enterprise and Functional Level Key Risks on a
continuous basis.

» Assists in establishing, communicating and facilitates the use of appropriate ERM
methodologies, tools and technigues.

» Works with business units to establish, maintain, and continuously improve risk management
capabilities.

» Implements appropriate risk reporting to the Board and senior management.

» Enables effective alignment between the risk management process and internal audit.

» Office of CRO will be responsible for coordinating with respective risk unit owners and
consolidating the quarterly and annual risk register and database review reports.

» Based on the inputs from Business Units/GMs, the CRO will present the quarterly risk
management report to the Corporate Level Risk Steering Team.

F v

v

The CRO will be an officer at a level of Executive Director or GM and shall be reporting to the
CEO. Adequate training & exposure will be imparted to the CRO & his team.

11.2.6 Unit Risk Team

The Team will set the risk management procedures and coordinate with risk unit owners in
reporting key risks to the Corporate Level Risk Steering Team by following the standard operating
procedure. Key responsibilities of the Team include:

» ldentification of new risks.
» Performing the review of the Risk Register on quarterly and Risk Database annually.
» Review reports prepared by the individual risk unit owners.
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T

Assisting the various risk units to identify, analyze and manage risks.

Developing risk response processes.

Monitoring the Key Risk Indicators for key risks at the site level on a continuous basis.
Identifying the areas, which need insurance or financial cover to protect against loss.
Ensuring the implementation of risk mitigation plans.

Escalation of issues requiring policy approvals and amendments to the Corporate Level Risk
Steering Team and CRO.

» OIC/ HOD at Corporate office will be the chairman of the site level risk steering team.

Y v

vV v

Y

Y

11.2.7 Risk Unit Owner (Dy GM)

Risk unit owners in consultation with GM at a plant/unit will assess the risk by determining its
probability of occurrence and its impact with an objective of reporting key risks to the Site Level
Risk Steering Team.

Key responsibilities of the Risk unit owners include:

» ldentification of new risks.

» Reviewing and discussing significant risk issues and ensuring horizontal collaboration in the

development of mitigation strategies and the establishment of corporate priorities in resource

allocation.

Reporting new risks or failures of existing control measures with remedial action to Site Level

Risk Steering Team.

» Keeping the risk registers and related action plans updated.

» Consolidating the quarterly and annual risk register and database review reports and timely
reporting to the Office of CRO.

» Submission of the quarterly risk register review report by the 10th day following the quarter end
to the office of CRO.

» Submission of the annual risk database review report by the 45" day after the financial year

end, to the office of CRO.

Educating employees dealing with key activities in their unit of the risk management process.

Facilitating segment level and corporate level steering team meetings.

Ensuring Management Action Plans developed in response to audit and evaluation

recommendations adequately address the risks identified.

Providing management with information about the organization's controls and determining which

controls should be in place to adequately lower the overall risk profile of various critical

processes.

Y

b A

Y

11.2.8 Risk Unit Officer

Risk unit officer assists Risk Unit Owner in carrying out the secretarial work. Risk unit officer is
designated by the Risk Unit Owner,

11.2.9 Internal Audit
Key responsibilities of Internal Audit Group related to risk management shall include:

» Implement a risk-based approach to planning and executing the internal audit process.
» Internal audit resources to be directed at those areas which are key and/or significant as
brought out periodically through the risk management process,
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11.3 Risk Management Activity Calendar

Activity

Timelines

Risk Register Review report to be submitted
by risk unit owners to the CRO

Quarterly

By 10" day following the quarter end

Risk Database review report to be submitted
by risk unit owners

Annual
By 45" day following the financial year end

Corporate Level Risk Steering Team

meeting to review the Corporate key risks/ | Quarterly

reports from site/ units

Review by Risk Management Teafn Bi-Annually

Audit Committee meeting o Bi-Annually

Board meeting Annually
27
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A. RISK CATEGORIES

1. Preventable Risks
2. Strategy Risks
3. External Risks

B. RISK RATING CRITERIA

The Risk Rating Criteria, a key element of the risk management framework seeks to establish
the standard for pricritizing the risk based on the assessment of the following:

+ Impact of the risk on the stated objectives and goals: The degree of consequences to the
organization should the event occur

» Likelihood of occurrence of the risk: The likelihood of the event occurring expressed as an
indicative annual frequency

1-
Megligible

2
Minor

E
Moderate

4
Major

5.
Severe

i. IMPACT CRITERIA DEFINITIONS

Profit

Reduction/

Loss in %
péer year

3

Health and
Safety

No medical
treatment
required

Diversification
of Business

No Significant
Loss of Business

Competitor
challenges

Mo Significant
Loss of Business

Technological
obsolescence!
Manpower Attrition

Technology/capability
up- gradation
(mostly repairable)

Government
Policy/External
Policies

Minor Effect due Any
Policy changes

f.egall
Workinanship
Penalties

Minor legal
issues

Objective but

Moderate, short-

re_ver;i_bla term effef_:ts but  |Moderate, short-  [Technology/Capability Sor_‘ne Impact due Noncompliance and
disability nol affecting term effects requiring Finances and  [Policy changes ar breaches of
<1% |requiring ecosystem Time for Acquiisition Customsrs Regulatory |ragulation
hospitalization ~ [Functions Compliances.
Serious medium- s b
2 2 tarm effacts due 5 erious breach of
Moderate Serious medium- (Gaa 8RR SSFIOU§ I!'npact of Loss Impact of OEM regulztion with
ireversible }e’m E:‘ffem due pafliculary of Certifying Manpower poﬁcyfAirpOﬂ Investigation or
disability or g8 O ANy Client/Business  [fue Technolagical \Operators Rental report to authority
impairmentto  [Particular vertical resulting Dysoiascencell arge Policy/Government ~ |with prosecution ar
1%-5% |one or more Client/Businass i o : R etirements/Outdated 0 hodarata
vertical sl Equipment Polickes.on Texes : e
Persons Revenue of 10 Cr, possible
or less
Very serious, Very serious,
Single fatality or | long-term long-term impact
5%-15% |severe, impact due Loss | due Loss of Significant Impact of Significant Impact of [Major breach of
irreversible of Major client / Majar client / External/lnternal External/Internal regulation; major
disability to cne | Business with Business with Factors Factors litigation
or more persons | more than 50 Cr, | more than 50 Cr.
loss in Revenue | loss in Revenue
) Very serious, Very senous,
Multiple ] :
Wiessy | Dradeorimpact | enpwmimpan | . Signifcar
=15 % or # |significant, e ; > Lost Significant Impact of Significant Impact of prosecution and
Fraversibla ajor client / Major client / Extamnalfinternal Externaliintarnal ines; vary sarious
effects to>50 Suihgaswih S npag Wil Factors Factors titigaéion includin
more than 50 Gr, | more than 50 Cr. Y
PEFSGNG loss in Revenue | loss in Revenue i

# if the profit reduction/ loss is more than Rs. 50 Crore per year, impact will be considered as severe (i.e. scale 5)
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ii. LIKELIHOOD CRITERIA DEFINITIONS

2 — Not Likely

3 — Likely

5 — Expected

Lkéllhﬂnd ] Occurrence in future

Not likely, almost impossible to
occur between two (from now) to
five years.

% Chance

Less than 5%

Occurrence in past

Similar instances have never
occurred in the past.

May occur once or twice hetween

Though not routinely but there have

two (from now) to five years. w2 been instances in the last 2 to 6
years.

Possible, may arise once or twice 10 to 49% There have been one or two

within the next year. i similar instances in the past year
cioie e R BLGHTA High, may arise several times within 50 to 80% Similar instances have occurred

the next year. - several times in the past year

Very high, will be almost a routine e

feature every month within the | Overg80% | SImiar instances have commonly

immediate next year.

occurred every year in the past.
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iii. LIKELIHOOD CRITERIA DEFINITIONS — SCORING MAP

Likelihood 1 -Very Low 2—Low 3 — Moderate | 4 —High | 5 -Very High
ry ry
1 - Rare .
2 — Not Lik
otlikely B R Medium Medium
3 - Likely
4 = Highjy Likely e Medium
5 - Expected Medium
iv.RISK RATING
Level of Risk Description ('lmpactr\:"a{t.i‘f;gﬁhood)
High risk. Senior management attention
needed fo develop and initiate mitigation | 12
plans in the
near future
- Moderate Risk. Functional Heads
MEDIUM" - attention required Between 3 to 12
| LowRisk. Manage by routine &5
| procedures
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v. AIESL RISK ANALYSIS AS ON 1%t DECEMBER 2021

Consequence

Description

Medium

¢ Have multiple Agreement Business
Segment wise.

e Add more Customers.

e Implement Credit Policy.

e Maintain sufficient Liquidity and funds

allocation appropriately.

@ Embed knowledge managementand
retaining of Manpoweras a
continuously and regular process.

® Repular recruitment and adherence to
succession plans,

e A centralized governance mechanism
should be put in place for identification
of applicable acts and statutory
compliances through legal compliance
framework,

» The Corporate Vigilance Office will
consolidate the corruption risks
identified by Corporate Vigilance and
submit and suggest measures to
mitigate minimize / eliminate and
control corruption risks.

e Have Comprehensive Insurance cover,
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A. REPORTING FORMATS AND TEMPLATES
i. Quarterly Risk Register Review Report

s Risk

Score

Function Risk Pescription Register Trigger
Reference Events

Status of
Proposed Risk implementation of
Mitigation Plan Risk
Mitigation Plan

Action Plan
based on
KRIs

g -

Risk Unit Owner: <Name>

(Signature) (Designation) (Date of approval)
Site Risk Team Meeting held on:

Head of the Site Level Risk Steering Team: <Name>

(Signature) (Designation) (Date of approval)
Comments:

Approved by GM: <Name>

(Signature) (Designation) (Date of approval)
Comments:

Presented to the Office of Chief Risk Officer
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ii. Annual Risk Database Review Report

Risk : Status o-f Chgnges to risk Additional
implementation of ~ratingsorrsk . o

Risk Mitigation Plan scenario

: Risk Risk  Proposed Risk
Function i Database BOSER tis
Description  plel o ee Score  Mitigation Plan

Risk Unit Owner: <Name>

(Signature) (Designation) (Date of approval)

Site Risk Team Meeting held on:

Head of the Site Level Risk Steering Team: <Name>

(Signature) (Designation) (Date of approval)

Comments:

Approved by GM: <Name>

(Signature) (Designation) (Date of approval)

Comments:

Presented fo the Office of Chief Risk Officer
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iii. Risk Movement Report

To be filled up by the risk unit owner and submitted to the Office of CRO in case there are
any changes in the risk ratings

Risk . Movement Caused by S

Movement Risk Risk Register change in Reasons for  Proposed Risk

Description Ref hande et
From To i pading impact Likelihood chang Mitigation Plan

Risk Unit Owner: <Name>

(Signature) (Designation) (Date of approval)

Site Risk Team Meeting held on:

Head of the Site Level Risk Steering Team: <Name>

(Signature) (Designation) (Date of approval)

Comments:

Approved by GM: <Name>

(Signature) {Designation) (Date of approval)

Comments:

Presented fo the Office of Chief Risk Officer
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iv. Quarterly Key Risk Report

Presented to the Corporate Level Risk Steering Team by the Chief Risk Officer

Quarterly Key Risk Report

Status of ; Action Plan
Risk Risk = Risk Proposed Risk implementation Cranges torisk o qeqon the

Description Category | Score | Mitigation Plan of Risk ratLr;ge&?;‘ :;;EK KRIs
Mitigation Plan monitoring

Function

Number of Key Risks as per the previous review:
Number of Key Risks as per the current review:

(Name) (Designation) (Signature)

Comments:

Presented to the Corporate Risk Management Steering Team

Corporate Level Risk Steering Team Meeting held on:
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