Risk Management

Risk Management Policy and Plan

Risk Management Operational Guidelines

S&J International Enterprises Public Company Limited has implemented a risk management approach to identify,

analyze, assess, and categorize risks that could affect the organization's ability to achieve its objectives. This process

involves defining control measures to prevent or mitigate risks to an acceptable level. Risk management is

communicated throughout the organization, from the Board of Directors and executives to employees at all levels. This

ensures a shared understanding of risk management and its integration with the company’s strategies and operations.

The approach takes into account various factors, including both internal and external changes, and emphasizes the

ability to adapt to global crises and unexpected events.

The principles for assessing risk topics in each area focus on identifying and analyzing events that may affect the

company'’s objectives, with regard to the aspect of risk as follows:

Emerging Risk: Consider new risks that may potentially become threats to business operations in the medium
and long term.

Financial Risk: Consider fluctuations in exchange rates in both sales and procurement processes, the
company’s financial liquidity, and debt defaults.

Customer Risk: Consider sales growth, categorizing it into growth from existing customers and growth from
new customers.

IT & Technology Risk: Consider issues related to the Personal Data Protection Act (PDPA), leakage of critical
data, and cyber threats.

Operational Risk: Consider the aspects related to responding to sales and deliveries according to customer
requirements, including factors that may cause deliveries to be delayed.

Supply Chain Risk: Consider the volatility of raw material costs that may significantly affect the company’s
profitability.

Environmental Risk: Consider business operations of both the company and its business partners that may
have impacts on society and the environment.

Enterprise Risk: Consider business strategies and corporate initiatives that are appropriately adjusted to

respond to changes in the business environment.
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Risk Factors to the Company’s Business Operations

The Risk Management Committee has reviewed risks across all areas in collaboration with relevant departments

to establish preventive measures and mitigate potential risks. The key risk issues considered are as follows:
1. Emerging Risk

Background and Rationale

The United States' adjustment of a Baseline Tariff, which imposes a standard import tariff of 10% on goods
from all countries, and Thailand is potentially facing a tariff rate of 19%. Given that approximately 10% of the company’s

total export value is exported to the United States, this matter is considered a risk to be assessed for its future impact.

Risk Management Measures/Plans and Risk Indicators (KRI)

The company has developed a strategy to diversify into high-potential markets by expanding its market into
other regions. This year, the company has aggressively expanded its market presence in Asia, the Middle East, and
Australia, all of which are considered new markets with strong future growth potential. Simultaneously, the company
has expanded its range of household cleaning products. The market expansion through new customer acquisition and

new product development has immediately generated sales this year, with export value exceeding Baht 100 million.

Based on the assessment of emerging risks related to the recent adjustments to U.S. baseline tariffs, the
company can manage to reduce its risk to an acceptable level. However, as this risk is highly volatile due to external

factors, the company continues to implement quarterly monitoring measures to keep up with ongoing changes.
2. Financial Risk

Background and Rationale

Since the beginning of 2025, fluctuations in exchange rates have led to an appreciation of the Thai Baht. This
was due to factors from the United States, including the direction of FED interest rates and the impact of U.S. economic
policies. Additionally, the slowdown of the Chinese economy and the slow recovery of the domestic economy are
contributing factors. Meanwhile, the company’s export sales and raw material imports are primarily conducted in
international currencies such as the US dollar, British pound sterling, and euro, which could affect the sales value and

profitability.

Risk Management Measures/Plans and Risk Indicators (KRI)

The company has established an Exchange Rate Management team that meets monthly to oversee exchange
rate risk management. The committee determines strategies for managing receipts and payments in the currencies
used in actual transactions, employs financial instruments in accordance with the company’s policy, and appropriately

monitors currency movements in line with the established strategies.
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This financial risk management also includes managing revenue from major customers to align with the

company’s financial management of working capital liquidity and investments for business expansion.

The company has continuously overseen and managed financial risks throughout the year. This includes

allowing for continuous adjustments until the risk is reduced to a moderate and acceptable level.

3. Customer Risk

Background and Rationale

The beauty industry is one with rapid, unpredictable changes. This includes the emergence of new
competitors, both domestically and internationally, particularly those from China that have established manufacturing
facilities in the country. Therefore, the company must conduct an analysis of market management, covering product
trends, customer and product growth patterns, innovations that address consumer and the cosmetic market needs, as

well as the capabilities of current competitors.

Risk Management Measures/Plans and Risk Indicators (KRI)

The company has established appropriate marketing strategies for individual customers, taking into
consideration the growth of each product category and each customer's strategic growth. This is to create products
that are appropriate for the market and consumers’ needs, starting from the process of inventing innovative new
extracts, adjusting the delivery process to shorten lead times, and offering competitive pricing. Additionally, the
company has implemented strategies to reach new customers through social media platforms, helping to expand its
customer base among Gen Z, and has participated in beauty exhibitions, both domestic and international, including

Hong Kong, Indonesia, and France.

The company has achieved strong sales growth among new customer groups compared with 2024, but it still
continues to experience declining sales from key customers due to competitors’ market expansion. As a result, the
customer risk level still remains high. The company must make an effort to strengthen its strategies to retain existing

customers by offering innovative new products at reasonable prices.

4. IT & Technology Risk and Personal Data Protection Act

Background and Rationale

The company uses SAP as its core enterprise system across all departments and has transitioned to SAP
HANA by migrating all data to the new platform and running full operations on the new system since 1 January 2025.
The company has conducted a risk assessment of the system’s ability to support operational requirements, focusing
on the accuracy and completeness of the migrated data, and users across all departments can access and use the

new system effectively.
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Risk Management Measures/Plans and Risk Indicators (KRI)

The company has formed the SAP HANA Committee to work collaboratively among executives and operational
staff to continuously monitor and take immediate corrective action whenever data inaccuracies or operational difficulties
are encountered. Corrective actions are implemented either in specific areas or across the entire process to ensure
consistency. The committee reports to senior management on the progress and issues of the new system on a monthly

basis to ensure the system operates in line with established goals.

In managing technology and cybersecurity threats, the company has installed a Firewall and an Anti-virus
program, a security system, and implemented measures restricting the use of devices connected to the company’s
network, whereby any such devices must only be approved by the ISD department. In addition, all software installed
must be legally licensed and regulated under the supervision of the ISD department. The URL and email verification
are always required before opening any email attachments. Critical data is stored securely and regularly backed up to
a secure external location (private cloud). Furthermore, all computer users are required to update their operating
systems (OS) and application software to the latest versions. The company also considers cyber insurance and
compliance with the Personal Data Protection Act (PDPA). As a result of these measures, the information technology

risk level is considered low.

5. Operational Risk

Background and Rationale

The demand for cosmetic products in the market nowadays is highly volatile, which shortens customer order
processing time. Therefore, the production department must assess the readiness of machinery, production processes,

personnel, and raw materials to ensure a timely response and on-time delivery to customers.

Risk Management Measures/Plans and Risk Indicators (KRI)

The production department and related departments have planned ahead the production schedule on a
quarterly basis, along with assessments of machinery and personnel capacity within manufacturing operations. At the
same time, contingency plans have been developed to allow for the switching of production lines, ensuring on-time

delivery while controlling costs within the allocated budget.

6. Supply Chain Risk

Background and Rationale

The supply chain situation, which remains dependent on economic, political, geopolitical, and climate factors,
continues to have an ongoing impact, causing uncertainty regarding the price and delivery of imported raw materials

and packaging. This can lead to increased costs and failure to deliver goods to customers as required.
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Risk Management Measures/Plans and Risk Indicators (KRI)

The company has tasked the procurement and purchasing department with finding new sources of high-
quality raw materials that meet standards, both domestically and within the Asian region. The company has formed
partnerships with business partners, especially the key raw material groups, to collaboratively manage and control
pricing and delivery. Since the beginning of the year, the company has faced rising prices of palm-based raw materials.
Although the company had forecasted and secured purchases six months in advance, these price increases have
continued to affect costs since the third quarter. As a result, the risk remains moderate, and the company will continue

to monitor and further improve its raw material pricing management.

7. Environmental, Social, and Governance Risk

Background and Rationale

Risks related to Environmental, Social, and Governance (ESG) aspects are considered risks associated with
organizational sustainability. Therefore, these risks should be managed comprehensively in all aspects, including

climate change, human rights, business transparency, occupational health and safety, and environmental laws.

Risk Management Measures/Plans and Risk Indicators (KRI)

The company has assigned the Environmental Department to establish operating procedures, including
monitoring processes from purchasing through product delivery to customers, to ensure compliance with the law and
mitigate environmental impacts, and has scheduled this as a monthly follow-up agenda item. In addition, the company
emphasizes this throughout the supply chain by communicating with and encouraging business partners to conduct
business with transparency and respect for human rights, thereby creating an organization aligned with the principles
of good corporate governance. The company conducts follow-up audits with its business partners at least once a year.
It was found that all business partners are fully compliant with the criteria for environmental, social, and governance

(ESG) management.

8. Enterprise Risk

Background and Rationale

Enterprise risk reflects the organization’s management policies, business strategies for both the short and long
term, the management of human resources, and the development and enhancement of employees’ capabilities to align
with the company’s business direction. It also includes establishing a strong organizational culture with a clear vision.

These elements ensure that employees at all levels can perform effectively in a changing business environment.
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Risk Management Measures/Plans and Risk Indicators (KRI)

The company conducts regular annual reviews and adjustments of its strategies to ensure implementation
across all departments. The company emphasizes its strategy of generating growth from both its existing customer
base and new customer acquisitions. It has established product strategies to develop innovative products that
differentiate them from competitors and to introduce new product categories to attract a broader range of customer
groups. Furthermore, the company has implemented a cost strategy designed to optimize work processes across the
organization, thereby increasing efficiency in production, the supply chain, human resource management, finance, and

information systems.

Each department undergoes a review and internal restructuring at least once a year. This process includes
enhancing skills and knowledge, gaining practical experience through actual work, and learning from business
partners or external organizations to broaden capabilities within their areas of responsibility. Additionally, executives in
each department collaborate closely with human resources to recruit suitable candidates to fill vacant positions,

ensuring departmental operations remain functional throughout the year.
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