Zerodha Fund House

No 51, 2nd Floor, Le Parc Richmonde, Richmond Road,
Shantala Nagar, Bengaluru 560025 India

Objective
To align roles and responsibilities including KRAs for risk management activities for mutual funds

(“MFs”) and Asset Management Companies (“AMCs”) in accordance with SEBI risk management
circulardated 27" September2021.

Key Positions
Thisdocumentdefinestheillustrativerolesandresponsibilitiesforthefollowing key positions:

*  ChiefExecutive officer (“CEQ”)

*  ChiefRisk Officer (“CRO”)

*  FundManager(“FM”)

* Head-Legaland Compliance

* Head-Operations

* ChiefFinancial Officer

*  ChiefInformation Security Officer (CISO)
* ChiefTechnology Officer (CTO)

*  ChiefBusinessOfficer(CBO)

e Chief Investment Officer (CIO)
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Rolesandresponsibilities (including KRAs)
ChiefExecutive Officer (CEO)

Roles & Responsibilities

Monitorand manageriskatbothAMCand Schemelevel

Responsible for the governance of businessrisks including distribution risks.

Review the outcomesofriskmanagement functionsona monthly basis.

Approverolesand responsibility related to risk managementincluding KRA of Chief Investment
Officer (“ClI0”) and/orFund Manager(s) till suchtime asa ClO isdesignated and other CXOs

Define Delegation of Power (DoP) framework for daily risk management, reporting and corrective
actionsand placeit before the Board of AMC for approval.
Fortherelevantfunctionalrisks,identify,analyzeandreportthefollowingtothe CROandCEOalong with
recommended action plan for:

Early warningsignals

Emerging risks

Majorfindings

Nearmissand lossevents

o Fraudincidents

Ensureescalationofsuchincidentsaspertheescalationmatrix approved by CRO.

O
O
O
O

Definerisk appetiteat AMC and scheme level in consultation with CRO and getthesameapproved bythe
RiskManagement Committee of AMC & Trustee Company.

Review risks events across different functions and approve corrective / recommended actions
highlighted by the CIO and other CXOs

Monitorthedistribution channelsand miss-sellingincidentsreported suchas-

o Numberofmis-sellingincidents

o Negativecommentsintheinspectionreportrelating todistribution

o Analysisofthe portfolioofinvestors e.g. natureofinvestments vis-a-visriskappetiteofinvestor
Reviewidentifiedfraudincidents,lossandnear missincidentsalongwithcorrectiveactionplansand
reportstotheRiskManagement Committee of AMC & Trustee Company.
Reportandescalatecorrectiveactionson majorfindingsto the BoardofAMCandTrustee Company.
Ensureadherencetothe Risk Management Framework of SEBI.

Key Result Area

Riskincidents/eventsbeyondthedefined thresholds ortolerancelimits.
Incidentsofbreachinriskappetiteat AMC and SchemeLevel.

Frauds, lossand near missincidentsidentified across AMC and Mutual Fund.
Timely implementation ofactionplans beyondtimelinesapproved by theboard.
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ChiefRisk Officer (CRO)

Roles & Responsibilities

Ensure allrisk related policiesare defined, reviewed, and updated periodically and placed atthe
relevant risk management committee forapproval.

Responsible for implementation and governance of Risk Management Framework (“RMF”) across Asset

ManagementCompany (“AMC”) and Mutual Fund Schemes.
ResponsibleforoverallriskmanagementrelatedactivitiesoftheAMC and Mutual Fund Schemes.
Establishing an organization widerisk conscious culture

Formulate andimplement structured reporting process for risk monitoringandreportingto CEO, Risk

ManagementCommittee(“RMC”) andBoard ofAMCand TrusteeCompany.

Monitor and ensure adherence and compliance to RMF across AMC and Mutual Fund Operations.

Performperiodicreviewand updatetheRMFdefined by theAMCandplacethesametothe RMCfor

approval.

Periodically review the DoP covering thefollowing:

o Dailyriskmanagement

o Dailyriskreporting

o Correctiveactionsat thelevel of Fund manager, CIO and CEO

ReviewandsuggestchangestotheriskappetiteandriskmetricsforAMCandschemeasdefined by the

CEO.

Ensureformulationandimplementation ofadequate mechanismfor:

o Generating early warning signals;

Conductingstress testing for investment, credit andliquidityrisks basis approved parameters;

Definethetolerancelimitsforeachoftheriskparameters;

Measurementand review of AMCand scheme specificrisks including RCSAand the person

responsible to monitor therisks;

Assess liquidity riskat a schemelevel;

Formulation of Fraud Risk Registers and Fraudsresponse plan/strategies;

Escalationmatrix forreporting andresolution ofincidents(loss, nearmiss, fraud etc.);

Ensurereview ofoperationsformaterial outsourced activitiesat leastonanannual basis;

Adequateframeworktodetect and prevent security marketviolation,fraudsand malpractices by

the AMC

Review andreportthefollowingtothe RMC ofAMCand Trustee Company:

o Riskreportsanddashboardscapturingdeviationstoriskthresholds, risk appetiteacrossAMC and
Scheme.

o Resultofstresstestingbasedondefined parametersforinvestment, creditandliquidityrisks, etc.

o Internalandexternalfraudincidentsreported/identified byCXOsincludingevaluationoffraud risk
scenarios.

o Nearmissand lossincidentsidentified and reported by the respective departments.

O O O

O O O O ©
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o Monitorliquidityriskincludingassetliabilitymismatchataschemeandportfolio level vis-a-vis
internally approved and defined liquidity model on a monthly basis.

o Majorfindingsand correctiveactionsprepared by the CXOs.

o Monitorcontrolbreachesasaresult ofperiodicRCSAreviewandmitigatingactionsputinplace by
the management and risk function.

Independently assessreporting ofriskstovariouscommitteesand CEO.

Ensure insurance cover is maintained based on AMC and Trustee Companyapproval for the MF

operations and third party losses.

Report outcomes oftheriskmanagement function to themanagement atleast oncea month.

Approve investment limit setup such as minimum number of stocks/securities, cash (net of

derivatives),stocks/securitiesvis-a-visbenchmarkandBetarange, regulatory limits

Identify, assess and estimate emergingrisks and their possible impact on AMC and mutual fund

schemes.

Report existing and emerging risks associated with the MF and AMC activitiesin a structured

mannertotheBoard RiskManagement CommitteeoftheAMCand Trustee.

Key Result Area

Adherence to the requirements of SEBI riskmanagement circular.

Timely reporting oftheresultsfrommonitoring of AMC and scheme specific riskssuch as:
o RCSA testing;

o Stresstesting;

o Monitoringofriskthresholdsandriskappetite;

o Monitoringofinvestmentandliquidity risks; and

o Monitoring of EWS by functions.

Monitorandtimelyreport implementation status ofthe actionsplan committed by the respective
functions/CXOsandreporting ofdelays, ifany.

Timely reporting of riskeventsto the ERMC and Board Risk Committees.

Adherence to thedefined roles and responsibilities and Delegation of Power (DoP).
Availability ofadequateinsurance coverage for MF operationsand third-party losses.
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Fund Manager (FM) Roles

&Responsibilities

Manageinvestmentrisk of managedscheme(s).i.e.,market risk, liquidityrisk, creditriskand other
scheme specific risks within approved limits.

EnsureadherencetoRiskManagement Framework, SID, internal &Regulatory limits.
Ensureadherence ofapplicableprovisionsof Mutual Funds Regulationsincluding CodeofConduct per
ScheduleV B ofthe SEBI (Mutual Funds) Regulations, 1996.

Adhere totheriskappetiteframeworkofthescheme.

REview and Suggest / provideinputson changes required to riskappetite oftheschemes
Recommendreduction/changeintheriskleveloftheschemes withinthePotentialRiskClass(PRC)
Review and provide recommendations for changesto the Investment and other policies such as credit
risk policy, liquidity risk policy and governancerrisk policy.
EnsureinvestmentpoliciesarealignedtotheinvestmentobjectivesasdocumentedintheScheme
Information Document (“SID”).
Analysisandevaluationofratingsreceivedfrommultiplecreditratingagenciesforsecuritiesacross
portfolios and take necessary actions

Manageand monitorinvestmentsin schemesby conducting -

o Quantitativerisk analysis

o Analysisofconcentration limits

o Redemption analysis

o Investor concentration analysis

Ensure maintenance of all relevantdocumentsand disclosures with regard to debt and money
market instruments before finalizing the deal.

Ensuretocomply withCodeofConductasperScheduleVBofMutual Fund Regulations.
Ensureadherence tothe “Stewardship Code” and otherregulatoryupdates prescribed by SEBIfor
mutual funds

EnsureadherencetotheDealingRoom Controls, IST norms

Calculateoverall risk by taking into account theweighted average of -

o Therisk-o-meter;and

o Theeventsofdefaults.

Takecorrectiveaction for deviations, ifrequired, as per the approved Delegation of Power (DoP).

Key Result Area

Adherence tothe SEBI risk Management circular relating to investment activities

Adherence withinvestmentlimits

Adherence totheinvestmentrisktolerancelevelsfortheschemesmanaged by thefund manager
Compliance with investment limits setup

Timely implementation of remediation actionsplanlinked to respectivefund managers.
Instancesoffraud, nearmissand losseventsrelating toschemesmanaged by thefund manager
Adherence to DoP
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* Adequateduediligenceduring inter-schemetransfer ofsecurities
* Timelyactionupondowngradeofsecurities
* Adequatedocumentationfordebtand money marketdeals
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Head - Legal and Compliance

Roles & Responsibilities

Responsiblefor thegovernanceofregulatoryriskspertaining toCompliance Function/Department.
Formulate and implement compliance and other policies such as but not limited to prevention of front
running, outside business activity, commercial bribes and kickbacks, whistle blowing policy, record
retention policy, outsourcing arrangements. in accordance with SEBI Risk Management Framework
andgetthesameapprovedbytheBoard ofAMCand Trustee Company.

Ensureidentificationand communicationof regulatory updatesto the respective functions and
CXOs and monitor implementation.

Provide inputs to CRO to define risk threshold and risk appetite of Compliance Function/
Department.
ProviderelevantinformationtoCROregardingmonthly/quarterlyriskreportingtotheCommittees.
Fortherelevantfunctionalrisks,identify,analyzeand report the followingtothe CROand CEO along
with recommended action plan for:

o Earlywarningsignals

o Emergingrisks

o Majorfindings

o Nearmissandlossevents

o Fraudincidents

The escalation ofsuchincidentsshould bebased onthe escalation matrix provided/approved by CRO.
Review therisk level for the functional riskisin accordancewiththeapprovedrisk threshold and risk
metric.

Ensureadherencewiththe DoP framework.

Formulate, review and update the RCSAforkey Compliancerisksand controls.

Performand report outcomesofperiodic testing ofthe RCSAto CRO.

Identify and implement correctiveactions/recommend action plansfor deviationsinthe controls and
present to CRO/ CEO.

Ensureadherencetothe SEBI RiskManagement Framework.

Ensurethat rolesand responsibilities as perthe RMFisdisclosed on the AMC website.

Key Result Areas

Adherence toRiskManagementFramework.

Compliancewith rolesand responsibilities and DoP framework.
Risksandinconsistenciesidentifiedandreportedto CEO/CRO.

Timely reporting ofidentified risksand outliersto CEO /CRO.

Timely implementation of corrective actionsfor the risks and deviationsrelating to compliance
function.
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Timely reporting offraud, loss and near miss eventsrelating to Compliance function.

Timely reporting tothe Regulator, Board of AMC and Trustee Company.
Ensureadequaciesindisclosure of SID/Offer Documents.

Identification and timely implementation ofregulatory changes.
Riskincidents/eventsbeyondthedefined thresholdsortolerancelimits,ortheelementsintherisk
registers which are mapped to the compliance function.
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Head Operations

Roles & Responsibilities

Responsible for the governance of operational risks.

Provideinputsto CROto defineriskthreshold andriskappetite.
Defineanddelegaterolestothekey personnelwithintheoperationsfunctionforidentifyingand
reporting risks.

Providerelevantinformationto CROregarding theriskreports.
Fortherelevantfunctionalrisks,identify, analyzeandreportthefollowing tothe CROand CEO along
with recommended action plan for:

Early warningsignals

Emerging risks

Majorfindings

Nearmissand lossevents

o Fraudincidents

Ensureescalationofsuchincidentsaspertheescalationmatrix approved by CRO.

O
O
O
O

Perform adequate duediligence of outsourced vendors prior to onboarding.

Ensure periodic assessmentofoutsourced vendors.

Monitoroutliersfindingsidentified during periodic assessment ofoutsourcedvendorsand
recommend and monitor implementation.

Ensureimplementation ofan integrated investment management system across front office, mid
office, and back office.

Ensurerisklevel areinaccordancetotheapprovedriskthreshold and risk metric.
Ensureadherencewiththe DoP framework.

Formulate, review and periodically provide inputsto update the RCSAfor key risks and controls
Performand report outcomesofperiodic testing ofthe RCSAto CRO.

Identifyandimplement correctiveactions/recommend actionplansfor deviationsinthe controls and
present to CRO/ CEO.

EnsureadherencetotheSEBIriskmanagementframework.

Key Result Areas

Adherence toRiskManagement Framework

Compliancewith rolesandresponsibilities and DoP framework
Risksandinconsistenciesidentifiedand reportedto CEO/CRO

Timely reporting ofidentified risksandoutliersto CEO /CRO

Timely implementation of correctiveactionsfortherisksand deviations
Timelyreporting offraud, lossand nearmisseventsinthe respectivefunctions
Breachofapprovedthresholdrelatingtoriskappetiteandriskmetrics
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* Deviations/risksidentified on outsourced vendorduediligenceorinternal review
* Riskincidents/events beyondthedefined thresholds or tolerancelimits
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Chief Financial Officer

Roles & Responsibilities

Responsibleforthegovernanceoffinancialaccountingandreportingrisks.
Formulateandimplement policyfor mutual fund accountingandobtainapproval fromthe Board of
AMC.

Provideinputsto CROto defineriskthreshold andriskappetite.

Define and delegate roles to the key personnel within the finance / accounting function for
identifying and reporting risks.

Providerelevantinformationto CROregarding theriskreports.
Fortherelevantfunctionalrisks,identify,analyzeand report the followingtothe CROand CEO along
with recommended action plan for:

Early warningsignals

Emerging risks

Majorfindings

Nearmissand lossevents

o Fraudincidents

Ensureescalationofsuchincidentsaspertheescalationmatrix approved by CRO.

O O O O

Ensureadequatesegregationofdutieswithinthefinancefunctionfor accountingrelatedactivities for
scheme and AMC

Reviewtherisklevel areinaccordancewiththeapprovedriskthreshold and riskmetric.
Ensureadherencewiththe DoP framework.

Formulate, review and periodically provide inputsto update the RCSAfor key risks and controls.
Performand report outcomesofperiodic testing ofthe RCSAto CRO.

Identifyandimplement correctiveactions/recommend actionplansfor deviationsinthe controls and
present to CRO/ CEO.

EnsureadherencetotheSEBIriskmanagementframework.

Formulate procedure documents and implement process to perform periodic testing of internal
controlsoverfinancial reporting ofMutual Fund schemes.

Key Result Area

Adherence toRiskManagement Framework

Compliancewith rolesandresponsibilities and DoP framework
Risksandinconsistenciesidentifiedand reportedto CEO/CRO

Timely reporting ofidentified risksandoutliersto CEO /CRO

Timely implementation of correctiveactionsfortherisksand deviations
Timelyreporting offraud, lossand nearmisseventsinthe respectivefunctions
Breachofapprovedthresholdrelatingtoriskappetiteandriskmetrics



Zerodha Fund House

No 51, 2nd Floor, Le Parc Richmonde, Richmond Road,
Shantala Nagar, Bengaluru 560025 India

Reporting of major gaps identified across MF schemes during Internal Financial Control (“IFC”)
review

Delayed /nonimplementation ofactionplanto mitigateIFC gaps

Riskincidents/events beyondthedefined thresholds or tolerancelimits
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Chief Information Security Officer (“C1SO”)

Roles & Responsibilities

Develop,implementand monitorcomprehensiveinformationsecurity and IT risk
management program forthe AMC and Mutual Fund Applications

Formulate andimplement Information Security Framework and policiesand obtainapproval
from the Board of AMC
Liaisewiththebusinessunitstofacilitateriskassessmentandriskmanagement processes
governing the applicationsand systemsbeing used

Assess and Actively managenew and emerging cybersecurity risks

Ensure Company’sdigital assetsand clientinformation and privacy controls are safeguarded from
cyber attacks

ConductVAPT riskassessmentsforidentifying vulnerabilities
EnsureadherencetotheSEBIriskmanagementframework.

Formulate, reviewand periodically provideinputstoupdatetheRCSAforkeyrisksandcontrols.
Performand report outcomesofperiodic testing ofthe RCSAto CRO.

Identify and implement corrective actions/ recommend action plans for deviations in the
controls and present to CRO/ CEO.

Key Result Areas

Adherence toRiskManagement Framework
Compliancewithrolesandresponsibilities
Risksandinconsistenciesidentifiedandreportedto CEO/CRO

Timely reporting ofidentified risksand outliersto CEO /CRO

Timely implementation of correctiveactionsfortherisksand deviations
Riskincidents/events beyondthedefined thresholds or tolerancelimits
Timely reporting of cyberincidents, downtime etc.
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Chief Business Officer (“CBO”)

Roles & Responsibilities

e Responsibleforthe governance of businessrisksincluding distribution risks.
e Provideinputsandrelevantinformationto CROtodefinerisk threshold andriskappetite and
relevantreports

e Define and delegate roles to the key personnel with regards to distribution aspects for
identifying and reporting risks

e Fortherelevantfunctionalrisks,identify,analyzeandreport thefollowingtothe CROandCEO along
with recommended action plan for:
0 Earlywarningsignals
0 Emergingrisks
0 Majorfindings
0 Nearmissandlossevents
0 Fraudincidents

e Reviewtherisk level for the functionalrisk isin accordancewiththeapproved risk threshold and
risk metric.

e Ensureadherencewiththe DoP framework

e Formulate,reviewandperiodically provideinputsto updatethe RCSAforkey risks and controls

e Performand reportoutcomesofperiodic testing oftheRCSAto CRO

e |dentify and implement corrective actions/ recommend action plans for deviations in the
controls and present to CRO/ CEO

e EnsureadherencetotheSEBIriskmanagementframework

e Monitorthedistributionchannelsand miss-selling incidentsreported suchas -

e Numberofmis-selling incidents

e Negativecommentsintheinspectionreportrelatingtodistribution

e Analysisofthe portfolioofinvestors e.g. natureofinvestments vis-a-visriskappetiteofinvestor

Key Result Areas

* AdherencetoRiskManagement Framework

* Compliancewithrolesandresponsibilitiesand DoP framework

* Risksandinconsistenciesidentifiedandreportedto CEO/CRO

* Timelyreportingofidentified risksand outliersto CEO /CRO

* Timelyimplementationofcorrectiveactionsfortherisksand deviations

* Timelyreportingoffraud, lossand nearmisseventsintherespectivefunctions
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* Breachofapprovedthresholdrelatingtoriskappetiteandriskmetrics

* Instancesofmis-sellingreported andactionstakenRiskincidents/events beyond the defined
thresholds or tolerance limits
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ChiefTechnology Officer (“CTO”)

Roles & Responsibilities

EnsureRiskManagement for Technology risksfaced by theorganization

Ensuring compliance to Technology aspects specified under Cyber Risk and Information
Security Policy

Operational Risk related to activitiesof Technology function

Responsibility forall risksfromIT servicesincluding theactivitiesoutsourcedtovendors
Ensureadherencetothe SEBIriskmanagementframework.

Formulate, reviewandperiodically provideinputstoupdatetheRCSAforkeyrisksandcontrols.
Performand report outcomesofperiodic testing ofthe RCSAto CRO.

Identify and implement corrective actions/ recommend action plans for deviationsin the
controls and present to CRO/ CEO.

Key Result Areas

* AdherencetoRiskManagement Framework

* Compliancewith rolesand responsibilities and DoP framework

* Risksandinconsistenciesidentifiedandreportedto CEO/CRO

* Timelyreportingofidentifiedrisksandoutliersto CEO /CRO

* Timelyimplementation ofcorrectiveactionsfortherisksand deviations
* Breachofapprovedthresholdrelatingtoriskappetiteand riskmetrics
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110. Chieflnvestment Officer (“Cl0”)

Roles & Responsibilities

e Daily management of risk and necessary reporting relating to Investment risk of all scheme(s)
such as market Risk, liquidity Risk, credit risk etc. and other scheme specific risks (Compliance
Risk, Fraud Risk, etc.)

e Inrespect of all schemes CIO should ensure:

a.Adherence to the guidelines pertinent to SEBI in respect of RMF and relevant principles
thereunder including risk identification, risk management, risk reporting (both periodic and
escalation of material incident) and corrective actions taken, if any.
b. Defining specific responsibility of Fund Managers
c. Adherence to risk appetite framework - maintain risk level for schemes
e ClO will calculate (to the extent applicable) the overall risk by taking in to account the
weighted average of:
o (i) the risk-o-meter and
o (ii) the events of defaults.
Both (i) and (ii) shall to be calculated in terms of a number taking into account the risk-
o-meter and events of defaults or early mortality of investments which may inter alia
include credit default, change in yield, change in NAV, external shock or unusual
redemptions, etc. to quantify the overall risk.

e The ClO shall escalate the corrective actions taken, if any, to the CEO and the CRO.

Key Result Areas

* AdherencetoRiskManagement Framework

* Compliancewith rolesand responsibilities and DoP framework

* Risks andinconsistenciesidentifiedand reportedto CEO/CRO

* Timelyreportingofidentified risksand outliersto CEO /CRO

* Timelyimplementation ofcorrectiveactionsfortherisksanddeviations
* Breachofapprovedthresholdrelatingtoriskappetiteand riskmetrics



