Risk Management Policy

1. Objective:

1.1, Inprinciple, risk alweys results as conscquonce of achvities or 45 consequonce ot
non-activities, Risk management and risk moniloring are rmportant in FECOpnzing

and controlling risks.

1.2 Objective of risk management policy is to casurc that &l currend and future
material risk exposure of The Company are identilied and mingated.

1.3, The Company's risk management focuses on three koy clements, viz (1) risk
assessment; {2] risk management; {3] risk monitoring. These elements arc

discuszed in Lhis palicy herein below.

Z. Risk Categories

2.1, The Camgany’s risks can be viewed in the context of four catepories;

2} Sirategic,
b] Operations,
] RBepoatmg andg

oy Complignee

A2 Inthe ek management framework, The Company consicher s activities at all levels

af the organization, wiz.

al Entorprise level,

bl Livision level,

¢] Business unitlevel and
dp Sulbsindiary lewwl

2.3, The Company has identified the following risk factors which are divided in the
twn segments vi?. Falernal and internal as enumerated bolow. These componsnts

are mterrelated and amounts ta ovarall rsk exposure of The Company.
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3.1.

3.2.

- ehvirnnmeantal management

“Internal risk factors | External risk factors

* Financial  reporting  risksy risk of | Econamic envitgnment and  omarket
corporatc accounting fraud conditions

Risk associated with tegal proceedings | Flugiuations in foreign exchange

& rogulatary risk, copyright and palern

infringement  risk, contractual ’
compHiance, complianece  with local
[zws, insider trading, lcgal & regulatory

compliance risk |
Quality and project ranagemaent | Competition

Employves turmover fhuman resource | Revengs ¢congenlration

management, culture  and  walyes,

_EEELJritf and dat.;p.rn'r.é;*r-i.nn Fisk " Infiation and cost structure
Ligundity risk & credit risk

Logestic risks

Technology ehsolescence
Palitical emirgnment

Risk Management & Risk Mitigation

Financial Reporting Risks/ Risk Of Carporate Accounting Fraud

The Company i exposed to financial fraud such a3z embezzlement [illegal uia of
finds by a persan who controbs those funds), inlerpal Uefl [steolng of The
Company assets by employess), payoffs and kickbacks (employees accept cash or
othat beneflts m exchange for access to the Company's business), skimming
[which occurs when employeas take money from receipis and den’t recarnd the
revondre on the bookst, ghost employees, tax avoidance transactions, financial

staterment [alsification etc,

Mitigation:- The Company has implemented inlernal congrols, reporbing system,
employees’ awareness program on need te know basis. The Company has
detection methods in place and makes them visible to the employess 10 acks as
one of the best detecrents to fraudualent behanor, The Company gets its acvounts
auditer] as per companes act and income tax act. The Company also has

appprainted internal aoditor.

Risk Associated With Expansion/Madarmization Plans
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3.3.

34,

The Coampany s enpgped n the manufacturing ot plastic producls and s
products range includes toys clics school furnilure, playgpround equipments,
points of purchasc and automotive, indesigl products. Major sales are to
governmeont procuramant ardd aotomolive sector. These arrangerment [cads o
dependence an Tew bulk buyers which is highly risky and parilons. The Comprany

has ng glher arrangements.

Mitigation:- The Company is trying to creale more avenues for sale of products to
various other buyers so that dependence on selected group of buyer could Le
reduced. We are also trying to make our presence frlt in the relail sepenent of the
loys and kids entertainment.

Risk Associated With Financing Activitles

For expansion aad modoermzation, the Company has so far managed (o optimize
its inlernat resources i.e Capital and long term bank loans to maximum extent.
However to cater necds of new boyvers the Company would be needing
investinant and various fund and non fund bascd facilities from banks ard

linancial institutlions,

Mitigation:- the Company follows conservatlive finance and accounting policy and
keeps regular check on warious linancial health parameters. The Company has
also effective intermal cantrols which comtnernsuraln wilh sige ol opaerglions af
The Company to use financial resources ardiciously,

Risk Assaciated With Dependence On Distribution Network

The Company has wide and cxtensive distribiution netlwork consisting of dealers
and sub dealers located all over Inelig on which the Company depends as they
form the backbone of marketing netwaork. The dealers on day to doy basis are m
contact with custemers and any failure on thea parl Lo provide salesfafter sales

services oxposcs our The Company to risk

Miligation:- the Cormpany has excellent long term relabonshp with its dealers-
distribution network. The Comparny has been able to retain and add o fis
nebwork through regular personal intcractionfinnavations schemes providing
prometional support to get custamers and large diversified product range. The
Company intends to reach retailt purchaser directly though direct and alternative
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3.5,

316

mede of sales including retait (omfine and phywical) stores This wril help The

Company taincrease its prohl component

The Company strnves to work on creating scw markets by addrassing rermole and
rural segment of populatioh and by creating wisibadily for ts prodocts through

advertizements and meadia coverapy,
Risk Arising Cut Of Completion And Demand-Supply Arrangements

Once The Company has multiple buyers it may face figrce competition from glber
supplicrs in market and thare cowid also be a demand-supply imbalance due to
delivery daacdlings.

Mitigation:- based on cxprrience ganed from the pasl, the Company is able to
predict the demand during 8 particular peried and accordingly supply is planned
and adjusted, In case of bulk demands For the products, The Company has
alternative work plan for cxpansion of manufaciuring Tacilily e caler the

increascd dermandds.
Risk Arising Out CF Procurement

The Company procures raw matcrial from various domesticd an import resaarce
which is subject to loreign exchange exposure and technological obsolescos.
Resides, indusiry 15 categorized as capftal intensive with huge volume but low
margins, Profit of the Cormpany is exposed to the price fluctuations of the inpuot
cost of material. There is a need [ procure input raw material and service at the
lehyestl posstde rate withowt any impact on the gualitics and deliveries of final

product.

There 1% a risk of entering into salef supply contact with related parties which i
not in compliance with the scction 188 of the companias act, 2013.

Rtilipatwni- vendor registration is part of cxpanding competent vandor base (o
cater to our needs of our growing prodilefprogest reguirements, We have
structared vendor registrationfapproval procedure for praspective vendars. This
procedure starts with submitting details through vondor information form.

Fage 4 of O



3.7,

Approved (maslert wendor list is reviewed and updated once i A year. This
Updating includes adding now prospective vendaors and abo deleling existing
wendors based on their performances feadback recerved from all concernod
departmonts . Dasign, inspeclion and expediting, construction department and

clicint.

Fe-gualification of vendors is carried oul based on validity necessary business
approvals other regquasie cerbificate, financial capability, supply performance in
last 3 wears, shopd factory survey by The Company, wendor's reputalion in the

market

Risk Associated With Legal Praceedings & Regulatory Risk, Copyright And Patent
Infringement Risk

There are eontractual linbility, frauds judicial risks, patem, design and rapynght
infringement risks and athar rick in which the Company 1= exposed ta logal actinn,
Az the Company 15 governed by vaiiows faws and the Compairy has Lo do il
bustness within four walls of law, where the Company s exposed 1o legal risk
gxposure.  Apart from this The Company have ongeing litigations which could
have boaring on the Company,

Mitigabion:- for compliance, the Company enpages professionals, advisors whao
focus on cvaluating the risks Invalved in & contract, ascertaining  Qur
responsiblithes under the applicable law of the contract, cestricnng our hakalties
under the contract, and covering the risks irvolved, to meet the general and
spectic requirgments so lhal Lhey can ensore adherence o all contractual

ablipations and commitments.

Managerment places and encourages its employoes to place fell reliance on
professional guidance and opiniton and discuss impact of all laws and regulations
to enswrc The Company's  total  compliance.  The  sugpestions  and
recomimendations from professronal agencies and indestrial bodies ara carafully

analyeed and acted upon wherever relevant.

The Company has established a compliance managemont system in the
corpanizalion and Secretary of the Cempany ensoares Lhe submission of the
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3.8.

39,

guarterly campliance reparts by functional heads dor placing the wame helore the
board supported by periedical sccretarial audit reports by Practicing Company

caprelaries,

Though stake imvolved in the legal procceding is nat very high, The Company has
cagaged lawyers of good repute to repeesent our case before court and

arbilraters,
Security And Data Risk

The Company is exposed to cyber security breach attempts, which mcludes data,
deskiops, servers, buildings, and most wmporkanlly, bumans, Hacking of the
prvate, finandial, confidential and other trade secrets arc on the risk of being
hacking while stores on the local machines/ remote servers ar while fluwing Toem

oAe sLorgpe be anathar one.

Mitigation:- it department maintains data proteoction and continuoushy upgrades
the systerms with trained personnel. Systems are mderconnected  though
pasaword protected aceess. Password protection is provided at different levels to
ensurc data intagrity. |icensed software is being uscd n the systams,

The Company cnsurcs “data secunty”, by having access control /passwords/

restrictions.

Employess are educated to keep importand file password protected. Physical Fles
are stercd in locked cabinet) cupboard with restricted access on need to know

baxsis.

The Company intends te get the 150; 27000 standards implemontiod in the
arganiration and get the accreditation certificate ieam the cerbifying authorizes.

Liquidity Risk & Credit Risk

There is a risk that The Campany has sufficient funes to pay its current labilities
andd those avalable finangial resosices are nol exhausted resulting in financial
crunch in the warking of Lhe Company, Another inhcrent risk is that tatal
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3.10.

borrowed money & Lhe Company docs not cxcecd the masimum borrowing
himirs and net worlh of the Company resulting in tinanoal sickness.

Migation:- The Company adopts prachce of annual and guarterly budgets
forecast and variance analyses to have better financial planning. All bosrowing is
approverd by board of directors and board of directors ensures 1he financial
wiabtility of new products and scrvices aller cost profit velume (cpy) and net cash

mflow analysis.

Expdsare 1o foreign exchange transactions are supported by letters of credit and
bank guarantec and switahle hedging policy, The Company foliews strict moethads
of forex hedging.

Emplayes Turnover Risk

Employee wrnover s consldered o be one of the pessting problems o n
arganizations in particular if i ireolves guealily eimployees whio fuave worked Tor
the organication Tor many years, high performers and sxperienced and loyal
indiylduals It an employee leaves an grpanizabion, they take the knowlodge they
have acguired with them, The loss of knowledge is a petential threat to an
grEanizations existence, especially if an ernployes with valuable knowledge leaves
tes jerin a cnmpotitor, The tarnover means thal anclhe organization may gain a
new knowledpe employee who ¢an berome its competitive advantage. The loss
of knowledge thus is @ threat for the organization, which ingreases the
signilicance of knowledge continuity Ao winpluyee leaving an crganization where
no knowledge continity & ensured, takes with him/her nat only the know-how,
bur afao the relationships established with hisfher colleagues within the
argamzation. This may significantly atfect the flow of knowledge inside the

organfzation.

Mitigation:- w1 erder to eliminate dissalisfaction, affectivity, alienation and
frequent rosignations of employees, The Company has adopted a system aof
intraduction of projects and independent work of employees, listening to
proposals and their Implermentation in practice, Employees are encouraged to
perform their tasks in order to increase their feeling of snportance, satistaction,
usefulness for the organization and in particular to maintain and increase the

cwergll performance of the organization and praductiety of wark.
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3.11.

3.12.

4.1,

Risk Associated With Firef Natural Calamities And Other Force Majeure Events

The Cormpany is cxposerd 1o natural risks like fire, floods, zarthguakes, calamines,

third party habilily and other force majeure events are.

Miligation:- the property of the Company s insured against natural risks, like Tire,
flood, carthquakes, ete. hire hydrants have bean installag 21 all manufackaring
locations. Qiher apparatus like cxringuishers filled with chemical, foam etc. Have
hean placed at fire sensftive locations and regular fire safety dritis are carried out.
First aid training is given to wastch and ward staff and safety porsannel. Warkmen
of the Company are vovered under ESI, EPF, atc, b serve the wellare of the
warkmen.

The Company engages professional risks asscssing advisors who conduct
poriodical awdil f roview ond suggest risks nnprovemenl measures from fime to

1ire,
External Risk Faclars

The Company is exposed to some oxternal risk Taclars moluding poor economic
enviropment and  market  conditions,  fluctuations  in forcign cxchanga,
competition, rovenue concentration in one producty client, inflation and Cost
strocture, lechnulopy obsalescence and paolivical environement ot

Mitigation:- although these factors are outside the control of the Company, yel
board of dieclers keeps a close oye on the external factors which impacts the
business objoctive of Tho Cainpany and plans their business strategy and buesiness
plans accardingly. This includes development of new cienls, cetering inlo J oxit
from new/fexisting business scgment, technological advancement, hiring of new
and fresh talent hedging of the lareign currency denominated funds/ liabilities

and advancc order mechanism syskerm.

. Drisclairmer

The board of directors identifies that that the risks outlined ahove are not
exhaustive and keeps varying from time to time. Managemeni of the Company
from time 1o time re-assesscs the risk fagtars and takes remedial measures to
miligate the risk cwposure. This assessment of risk factars, risk rmitigation

Page 8 of @



measures i hased on praper management’s porception of  disks. The
mdnagement caut:ons that the risks outlined above are not exhagslive ane dre
for information pueposes anly. Management is not an experl i assessment of risk
factors, risk rmuligalion measures and v hawving A vomplete [ propor
manapement’s perception of risks. Inwesiors) other stakeholders? readors are
therefore reguested to exercise Lhew own judgment in assessing warinns rsks

associated with the Caompany.

For QK Play India Limited

Rajan H?‘;}da
ha n_ag‘f ng Diractor
[ DIN-001 245510
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