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24th October, 2024 
 
To : 
BSE Limited 
Listing Compliances 
Phiroze Jeejeebhoy Towers 
Dalal Street, Fort, 
MUMBAI – 400 001. 
SCRIP Code : 533022 

National Stock Exchange of India Limited 
Listing Deptt. 
Exchange Plaza, Bandra – Kurla Complex, 
Bandra [East], 
MUMBAI – 400 051. 
SYMBOL : 20 MICRONS 

 
Sub: Additional Details Required for Corporate Announcement filed under Regulation 30 of 
SEBI (LODR) Regulations, 2015.- A copy of appeal filed by the NSE. 
 
Pursuant to Regulation 30 of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 
2015, SEBI Circular No.SEBI/HO/CFD/CFD-PoD-1/P/CIR/2023/123 dated July 13, 2023 and in 
continuation of our disclosure dated 23rd October, 2024, we enclosed herewith a copy of appeal filed 
by the NSE.  
 
We request you to please take the same on record. 
 
Thanking you, 
 
Yours faithfully 
For 20 Microns Limited 
 
 
 
 
 
[Komal Pandey] 
Company Secretary 
Membership # A-37092 
Encl.: as above. 
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IN THE SUPREME COURT OF INDIA 

CIVIL APPELLATE JURISDICTION 

CIVIL APPEAL NO. l ~ 0 ~ OF 2024 

(Under Section 22F of the Securities Contracts (Regulation) Act, 1956) 

(Arising out of the Order dated 28 November 2023 passed by the Ld. 

Securities Appellate Tribunal, Mumbai in Appeal No. 846 of2023) 

IN THE MATTER OF: 
NATIONAL STOCK EXCHANGE OF INDIA LIMITED 

... APPELLANT 
VERSUS 

20 MICRONS LTD. & ANR 
... RESPONDENTS 

WITH 

I. A. No. '1---->4~ \ of 2024 
(Application seeking ex-parte ad-interim stay) 

WITH 

~ ':1 \J\ ~ \,\ I.A. No. I of 2024 
(Application seeking exemption from filing certified copy of the Impugned 

Order) 

WITH 

I. A. No. '2.--'9·1\~ '& of 2024 
(Application seeking permission to file additional documents) 

PAPERBOOK 
(FOR INDEX PLEASE SEE INSIDE) 

ADVOCATE FOR THE APPELLANT: RAVl ·TYAGi1· 



FORMAT OF INDEX · 

SI. Particulars of Page No. of part of Remarks 
No. Document which it belongs 

Part I Part-II 
(Contents (Contents of 
of paper the file 

book) alone) 

(i) (ii) (iii) (iv) (v) 

1. Court Fee 

2. 0/R on Limitation 

3. Listing Proforma 

4. Cover Page of Paper 

book 

5. Index of Record of 

Proceedings 

6. Limitation Report 

prepared by the Registry 

7. Defect List 

8. Note Sheet 

9. Synopsis and List of 13- J 
dates 

10. Against the impugned 1- II 
Final Judgment and 

Order dated 28 

November 2023 passed 

by the Securities 



Appellate Tribunal, 

Mumbai in Appeal No. 

846 of 2023. 

11. Civil Appeal along with 3q- fro 
supporting affidavit 

12. APPENDIX ~~- '-11:, 

Regulation 17 (IA) and 

Regulation 17 (1 C) of 

LODR Regulations of 

SEBI 

13. ANNEXURE A-1: ~};- ½t 
A copy of the Board 

Resolution of the 

meeting held on 16 May 

2023. 

14. ANNEXURE A-2: '1,- tJ 
A copy of the Corporate 

Governance Report for 

the quarter end 3 0 June 

2023. 

15. ANNEXURE A-3: 64 -
A copy of the email dated 

26 July 2023 from the 

Appellant to Respondent 

No. 1 Company. 

16. ANNEXURE A-4: tt-- 6{. 

' A copy of the reply dated 

27 July 2023 to the email 



i 

of the Appellant dated 26 

July 2023 from 

Respondent No. 1 
I 

i 

Company to the 
' . 

Appellant. ! 

i 

17. ANNEXURE A-5: &1--- i 
l 

A copy of the email dated 
-

09 August 2023. 

18. ANNEXURE A-6: 6i- 1-r-

A copy of the Minutes of 

the AGM dated 10 
- . 

August 2023. 

19. ANNEXUREA-7: 1-t - 7-? 

A copy of the response 

dated 12 August 2023. 

20. ANNEXUREA-8: t-9 - 8) 
A copy of the letter dated 

21 August 2023 vide 

penalty was levied on 

Respondent No. 1 

Company. 

21. ANNEXURE A-9: ? 2--g ½ 
A copy of the payment 

acknowledgement. 

22. ANNEXURE A-10: gs--1-2-J 
A copy of the Written 

Submissions dated 25 



November 2023 filed 

before the Ld. Tribunal 

23. I.A.NO .......... OF JJ.¼-(>'2-
2024: 

Application seeking ex-

parte ad-interim stay. 

24. I.A.NO .......... OF rsJ-11s 
2024: 

Application seeking 

exemption from filing -certified copy of the 

Impugned Order dated 28 

November 2023 passed 

by Securities Appellate 

Tribunal, Mumbai Ill 

Appeal No. 846 of 2023. 

25. I.A.NO .......... OF !':¾ - 142.--

2024: 

Application for placing -on record the additional 

documents. 

26. ANNEXURE A-11: l'-(]-2,)8-

An official copy of the 

Kotak Committee Report 

(Report of the Committee 

on Corporate 

Governance) of SEBI 

dated 05 October 2017. 



27. ANNEXURE A-12: 

An official copy of the 

consultation paper of 

Respondent No. 2 as 

available on the official 

website. 

28. ANNEXURE A-13: 

An official copy of the 

decision of Respondent 

No. 2 as on the official 

website of Respondent 

No.2. 

29. ANNEXUREA-14: ~~~ 

A print out of the 

webpage wherein the 

consultation paper and 

the decision of 

Respondent No. 2 can be 

found. 
-l-----+----------+-----1-------4---

30. ANNEXURE A-15: 3;2.,4-Ja,-
A true copy of the waiver 

letter dated 23 August 

2023 of a listed entity, 

1.e., Adani Enterprises 

Limited. 

31. ANNEXUREA-16: 

A true copy of the waiver 

letter dated O I December 

JJ]-13.f 



2023 of a listed entity, 

i.e., Eros International 

Media Limited. 

32. ANNEXURE A-17: jJ6.-CJ'f f 
A true copy of the waiver 

letter dated 02 December 

2023 of a listed entity, 

i.e., Shah Alloys Limited. 

33. ANNEXUREA-18: ~38----:342--
A true copy of the waiver -letter dated 07 December 

2023 of a listed entity, 

i.e., Kakatiya Cement 

Sugar & Industries 

Limited. 

34. . ANNEXURE A-19: ~Y3.,.. ·;1.t¼ 

A true copy of the waiver 

letter dated 11 December 

2023 of a listed entity, -i.e., DP Wires Limited. 

35. ANNEXURE A-20: 3'1S-:-3~i 

A true copy of the waiver 

letter dated 13 December 

2023 of a listed entity, 

i.e., Nagreeka Exports 

Limited. 

36. ANNEXURE A-21: J½t--- 'Jl[q--



A true copy of the waiver 

letter dated 18 December 

2023 of a listed entity, 

i.e., Pavna · Industries 

Limited. 

37. F/M 3 ~, 

38. V akalatnama along with ·§SO- 's~ 
Special Power of 

Attorney 



A 
IN THE SUPREME COURT OF INDIA 

CIVIL APPELLATE JURISDICTION 

CIVIL APPEAL NO. . OF 2024 -----

IN THE MATTER OF: 
NATIONAL STOCK EXCHANGE OF INDIA LIMITED 

... APPELLANT 
VERSUS 

20 MICRONS LTD. & ANR 
... RESPONDENTS 

OFFICE REPORT ON LIMITATION 

1. The Appeal is / are within time. 

2. The Appeal is barred by time and there is delay of __ days in f:ling 

the same against the Qrqer dated and the Application for 

condonation of ··days delay has been filed. 

3. There is delay of· ___ days in re-filing the Appeal and the 

Application for condonation of 

- filed. 

NEW DELHI 
J.-s~ DATED: ...... ./01/2024 

days delay in re-filing has been 

(BRANCH OFFICER) 
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PROFORMA FOR FIRST LISTING 

SECTION: 

The case pertains to (Please tick/ check the correct box): 

[✓ ] Central Act: (Title): Securities Contracts (Regulation) 

Act 1956 

[✓ 1 Section: Section 22 F 

[ 1 Central Rule: (Title) N.A. 

[ 1 Rule No(s): N.A. 

[ 1 State Act: (Title) N.A. 

[ 1 Section: N.A. 

[ 1 State Rule: (Title) · N.A. 

[ 1 Rule No(s): N.A. 

[ ] Impugned Interim: (Date) N.A. 

[✓ 1 Impugned Final Order/Decree:(Date) 28.11.2023 

[✓ 1 High Court: . N.A. 

[ ] · Name of Judges: Hon'ble Mr. Justice Tarun 
Agarwala Presiding Officer, and Ms. 
Meera Swarup Technical mamber 

[ ] Tribunal/ Authority: (Name) : Securities Appellate 

Tribunal Mumbai 

1. Nature of matter: .:t;(civil [ ] Criminal 

2. (a) Petitioner No.1: National Stock Exchange of India Ltd. 

(b) e-mail ID: N.A. 

(c) . Mobile phone number: N.A. 

3. (a) Respondent No.1. 20 Microns Ltd. 

(b) e-mail ID: N.A. 

(c) Mobile phone number: N.A. 

4. (a) Main category classification: 1006 Company Law, 
MRTP,TRAI, SEBI, ldrai and RBI 

• 



6. (a) Similar disposed of matter with citation, if any, 8i 

7. 

case details:- No similar disposed of case. 

(b) .. Similar· pending· matter with. case details: No similar 

matter is pending 

Criminal Matter: . .. ).· 
:.-·;_.-,:-' 

. (a} .. ·Whether a'ccused/ convict has surrendered: 

[ ] Yes [ ] No [✓] N.A. 

(b) FIR No. N.A. Date: N.A. 

(c) Police Station: N.A. 

(d) Sentence Awarded: N .A. 

(e) Sentence Undergone: N.A. 

8. Land Acquisition Matters: 

(a) Date of Section 4 notification: N.A. 

(b) Date of Section 6 notification: N .A. 

(c) Date of Section 17 notification: N.A. 

9. Tax Matters: Tax effect: N.A. 

10. Special Category (first petitioner/ appellant only): 

[ ] Senior citizen > 65 years [ ] SC/ST [ ] Woman/ 

child [ ] Disabled [ ] Legal Aid case 

v [ ] In custody [✓] N .A. 

11. Vehicle Number (in case of Motor Accident Claim 

matter): N .A. 

Dated 25.01.2024 Name: P-.lfV1 -:-ryJt.6.·~. · 
Registration No. ,: 388g-­

E-mail: i]:101i·. -~~11·-.2-~~-. ~.cu· • UJJM.. 

M\5o: 93134217 



~ 
SYNOPSIS 

The present Civil Appeal is being preferred under Section 22F of the Securities 

'Contracts (Regulation) Act, 1956 ("SCRA") challenging the Order dated 28 

November 2023 ("Impugned Order") passed by the Ld. Securities Appellate 

Tribunal, Mumbai ("Ld. Tribunal") in Appeal No. 846 of 2023. The Ld. 

Tribunal while passing the Impugned Order has placed reliance on its e.arlier 

Order dated 27 April 2023 in the case of 'Nectar Life Sciences Ltd. vs. SEEi & 

- Ors., Appeal No. 185 of 2023' which order is currently under challenge b ~fore 

this Hon'ble Court in a Civil Appeal filed on behalf of the Appellant herein jtled 

as 'National StockExchange of India Limited vs. Nectar Life Sciences Ltd & Anr., 

Civil Appeal No. 4794/2023.' This Hon'ble Court vide its order dated 18 

September 2023 passed m I.A. No. 172849 of :2023 

of2023 in Civil Appeal No. 4794 of2023 had specifically directed that the order 

impugned therein shall not be treated as a precedent till such time the matter is 

• adjudicated by this Hon'ble Court. The Order dated 18 September 2023 was 

brought to the knowledge of the Ld. Tribunal during the hearing and the same 

was also placed on record along with written submissions filed on behalf o:~ the 

Appellant herein however, the Ld. Tribunal, despite there being a comi: lete 

· embargo on placing reliance on the Order dated 27 April 2023, proceeded to pass· 

the erroneous Impugned Order, in utter disregard of the order dated 18 Septe1rber 

2023 of this Hon'ble Court. Moreover, the Appellant was never given ~my 

opportunity to file its detailed reply before the Ld. Tribunal. 



C 
While passing the Impugned Order, the Ld. Tribunal overlooked the fact that the 

Regulation l 7{1C) of (Listing Obligations and Disclosure Requirements) 

Regulations, 2015 ("LODR Regulations") which is a general regulation, for all 

classes of directors, could not have been interpreted and applied in cases 

including the present case which are squarely covered under Regulation 17 (IA) 

of the LODR Regulations. Regulation 17 (IA) of the LODR Regulations was 

inserted vide SEBI (Listing Obligations and Disclosure Requirements) 

(Amendment) Regulations, 2018 with effect from·0l April 2019 pursuant to the e 
report of a committee constituted by SEBI for improving the standards of 

Corporate Governance of listed entities (Kotak Committee). One of the key 

observations of the said committee report was that although the Companies Act, 

2013 provides a particular age of 70 years beyond which the appointment of a 

Managing Director, Whole Time Director or Manager can be done by passing a 

special resolution however, there was no such provision with respect to the 

appointment of Non- Executive Directors. In view of the aforesaid, the t, 
Committee vide its report had recommended insertion of a specific provision in 

the LODR Regulations to regulate the appointment of a person or continuation of 

directorship of any person as a non-executive director who has attained the age 

of Seventy-Five years. Therefore, in general, the appointment, continuation, and 

removal of Non-executive Independent Directors is governed by Section 149 of 

the Companies Act, 2013 and Regulation 25 of the LODR Regulations ho~ever, 

Regulation 17 (IA) of the LODR Regulations was inserted to have a very limited 



S) 
application, i.e., in case of appointment or continuation of directorship of a Non-

executive Independent Director who has attained the age of Seventy- Five years. 

The Ld. Tribunal has gravely erred in law by relying upon the provisions of 

Regulation 17 (lC) of LODR Regulations, while interpreting the provisio:is of 

Regulation 17 (IA) ofLODR Regulations, when the language ofRegulatic1n 17 

(lA) ofLODR Regulations was clear and unambiguous. The observation cif the 

Ld. Tribunal that Regulation 17 (IA) and (lC) are to be read conjointi.y, is 

e completely misplaced as, such a reading would render the sole objective of 

Regulation 17 (IA) of LODR Regulations otiose. 

It is imperative to mention here that the Ld. Tribunal has erred in law by failing 

to apply the "Rule of plain meaning" and "Rule of literal interpretation" v1hile 

interpreting the provisions of Regulation 17(1A) of LODR Regulations. It is 

submitted that according to these Rules, the words of a statute must be given .. :heir 

- ordinary meaning unless doing so would lead to an absurd result. However, i:f the 

words of a statute are unclear or ambiguous, other aids to interpretation ma1 be 

used to determine the meaning of the statute. One such aid to interpretation h; the 

Principle of Harmonious Construction, which states that two provisions of the 

same statute should be interpreted in a way that gives effect to both provisions as 

per the intention of the legislature. That the observation of the Ld. Tribunal in the 

Impugned Order, that Regulation 17 (lA) and (1 C) of LODR Regulations ar,3 to 

be read conjointly, is grossly misplaced as, such a reading would render the sole 



existence and objective of Regulation 17 (IA) of LODR Regulations otiose and 

redundant. Furthermore, the Ld. Tribunal has erred in law by relying upon the 

provisions of Regulation 17 (1 C) ofLODR Regulations for interpreting the word 

"unless" as mentioned in Regulation 17 (IA) of LODR Regulations and thus 

ignoring the "Rule of literal construction" in the absence of any ambiguity in the 

language used in Regulation 17 (IA) of LODR Regulations. 

The Ld. Tribunal has also completely overlooked the fact that a Non-Executive -

Director who has crossed the age of75 years has a specific legal regime with one 

and only specific provision dealing with the same, i.e., Regulation 17 (IA) of 

LODR Regulations. The interpretation given by the Ld. Tribunal to the word 

"unless" loses sight of the scheme of how a Non-Executive Independent Director 

is treated under the law and which mandates an explanatory statement, a 

justification by the board, culminating in a prior special resolution. In the present 

case, Respondent No. 1 appointed Mr. Swaminathan Sivaram, aged 76 years, as 

a Non-Executive Director on 16 May 2023, without there being any casual 

vacancy in the board and later ratified the same on 10 August 2023 by a special 

resolution after a period of2 months.and 24 days.It is submitted that this Hon'ble 

Court vide its order dated 18 September 2023 has specifically stated that the order 

dated -27 April 2023 passed by the Ld. Tribunal should not be treated as a 

precedent and the ~aid fact was duly brought to the knowledge of the Ld. Tribunal 

during the course of hearing and also by way of Written Submissions filed by the 



Appellant before the Ld. Tribunal on 25 November 2023. However, the Ld. 

Tribunal has ignored and overlooked the submissions of the Appellant and 

continued to pass the Impugned Order. 

It is most humbly submitted that the Impugned Order is bad in law, erroneous, 

misdirected and perverse and therefore it is most respectfully submitted that the 

Impugned Order cannot be sustained and is liable to be set aside. 



LIST OF DA TES 

Date Event 

29 June 1987 Respondent No. 1 was incorporated under the provisions 

of Company Act, 1956. 

05 October 2017 Kotak Committee formed by the Respondent No; 2 gave its 

report on Corporate Governance. 

01 April 2019 In pursuance to the Kotak Committee Report, Regulation 

16 May 2023 

30 June 2023 

26 July 2023 

17 (IA) of the LODR Regulations was inserted by the 

SEBI (Listing Obligations and Disclosure Requirements) 

(Amendment) Regulations, 2018, with effect from O 1 April 9 
2019. 

A meeting of the Board of Directors was held whereby a 

resolution was passed to appoint Mr. Swaminathan 

Sivaram, aged 76 years, as a Non-Executive Independent 

Director of Respondent No. I. 

Vide the Corporate Governance Report for the quarter end 

30 June 2023, it came to the knowledge of the Appellant 

that the appointment of Mr. Swaminathan Sivaram was 

done without passing of a special resolution of the e 
shareholders to that effect in terms of the Regulation 

17(1A) of the LODR Regulations. 

The listing compliance department of the Appellant 

addressed an email to Respondent No. 1 informing 

Respondent No. 1 that as per Regulation 17 (IA) of the 

LODR Regulations, no listed entity shall appoint a person 

or continue the directorship of any person as a Non­

Executive Director who has attained the age of 75 years 

'unless' a special resolution is passed to that effect, with 



27 July 2023 

09 August 2023 

10 August 2023 

12 August 2023 

the explanatory statement annexed to the notice for mction 

of appointment of such person. 

The Respondent No. 1 replied to the email of the Appe1lant 

dated 26 July 2023 and stated that the approval of the 

shareholders for appointment of a person on the Board ·of 

Directors is taken at the next general meeting· or within a 

period of three months, from the date of appointrnent 

whichever is earlier, under Regulation 17 (1 C) of LODR 

Regulations. 

The listing compliance department of the Appellant issued 

another email to Respondent No. 1 seeking clarification for 

appointment of Mr. Swaminathan Sivaram as a 1-Jon­

Executive Independent Director without seeking appr0val 

of the shareholders of Respondent No. 1 as prescribed 

under LODR Regulations. 

The appointment of Mr. Swaminathan Sivaram was 

ratified by way of a special resolution of the shareholders 

to that effect, after a passage of 2 months and 24 days. 

In response to the above clarification sought by foe 

Appellant on 09 August 2023, Respondent No. 1 addressed 

a response thereby informing that the shareholders have 

approved the approval of Mr. Swaminathan Sivaram 2.s an 

Independent Director of Respondent No. 1 and fu1iher 

placed reliance upon the judgment of Nectar Life Scic;nee 

Limited dated 27 April 2023, wherein the Ld. Tribunal had 

observed that the word "unless" in Regulation 17 (IA) of 

LODR does not mean "prior approval" and once a:~ain 

reiterated that the approval of the shareholders couk be 



sought pursuant to appointment within a period of J 

months. 

21 August2023 The Appellant levied a penalty of Rs. 2000/- per day on 

Respondent No. 1 for non-compliance of Regulation 17 

(IA) ofLODR Regulations for a period of 46 days for the 

quarter ending 30 June 2023. 

24 August 2023 The Respondent No. 1 paid the fine levied amounting to 

Rs. 1,08,560/- under protest and subject to the decision of 

the Ld. Tribunal. 

18 

2023 

September This Hon'ble Court in 'National Stock Exchange of India e 
Limited vs. Nectar Life Sciences Ltd & Anr., Civil Appeal 

No. 4794/2023' in its order dated 18 September 2023, has 

observed that "we are of the view that interest of justice 

would be sub-$erved by observing that the impugn,ed 

judgment is not to be treated as a precedent in the 

meantime till we consider the matter on merits". 

25 November The Respondent No. 1 filed an Appeal before the Ld. 

2023 Tribunal against the levy of fine upon Respondent No. 1. 

28 

2023 

The Appellant herein filed its Written Submissions before 

the Ld. Tribunal on 25 November 2023 as the Respondent 

No. 1 was never given any opportunity to file its reply 

before the Ld. Tribunal. 

November The Ld. Tribunal passed the Impugned Order in favour of 
' •· C 

Respondent No. 1 and erroneously allowed the appeal of 

Respondent No. 1 by relying upon its own order dated 27 

April 2023 in 'Nectar Life Sciences Ltd. vs. SEBI & Ors., 

Appeal No. 185 of 2023', which was expressly barred by 



--
this Hon'ble Court to be used as a precedent till the matter 

is considered on merits. 

),) · 01- Jo?--', Hence the present Civil Appeal. 



BEFORE THE SECURITIES APPELLATE TRIBUNAL 
MUMBAI 

Order Reserved on : 22.11.2023 

Date of Decision : 28.11.2023 

Appeal No. 845 of 2023 

20 Microns Limited 
9-10, G.I.D.C. Industrial Estate, 
Waghodia, 
Baroda GJ 391 760 India 

Versus 

1. BSE Limited 
Phiroze Jeejeebhoy Towers, 
Dalal Street, 
Mumbai - 400 00 I. 

... Appellant 

2. Securities and Exchange Board of India, 
SEBI Bhavan, Plot No. C-4A, G-Block, 
Bandra-Kurla Complex, Bandra (East), 
Mumbai - 400 051. . .. Respondents 

Mr. Anand Kankani, CS with Mr. Prakhar Godre, CS and 
Ms. Muskan Mubarakali Kadiwar, i/b A Kankani & Associates 
for the Appellant. 

Mr. Sagar Divekar, Advocate with Mr. A1bhirnanyu Mhapankar, 
Advocate for the Respondent Nos. 1 (BSE). 

Mr. Ravishekhar Pandey, Advocate with Mr. Nishit Dhruva, 
Ms. Shefali Shankar, Ms. Rasika Ghaite, Mr. Harsh Sheth, 
Advocates i/b MDP & Partners for the Respondent Nos. _2 
(SEBI). 

• 
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AND 
Appeal No. 846 of 2023 

20 Microns Limited 
9-10, G.I.D.C. Industrial Estate, 
Waghodia, 
Baroda GJ 391 760 India 

Versus 

1. National Stock Exchange of India Limited 
Exchange Plaza, 
Bandra Kurla Complex, 
Bandra East, 
Mumbai - 400 051. 

... Appellant 

2. Securities and Exchange Board of India, 
SEBI Bhavan, Plot No. C-4A, G-Block, 
Bandra-Kurla Complex, Bandra (East), ... Respondents 

· Mumbai - 400 051. 

Mr. Anand Kankani, CS with Mr. Prakhar Godre, CS and 
Ms. Muskan Mubarakali Kadiwar, i/b A Kankani & Associates 
for the Appellant. 

Mr. Ankit Lohia, Advocate with Mr. Shlok Bodas, Advocate i/b 
Parinam Law Associates for the Respondent Nos. 1 (NSE). 

Mr. Ravishekhar Pandey, Advocate with Mr. Nisbit Dhruva, 
Ms. Shefali Shankar, Ms. Rasika Ghate, Mr. Harsh Sheth, 
Advocates i/b MDP & Partners for the Respondent Nos. 2 
(SEBI). 

CORAM: Justice Tarun Agarwala, Presiding Officer 
Ms. Meera Swarup, Technical Member 

Per : Justice Tarun Agarwala, Presiding Officer 
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I. Two appeals have been filed against the communication 

dated August 21, 2023 passed by BSE Limited ('BSE' for short) 

and National Stock Exchange of India Limited ('NSE' for short) 

wherein a fine was levied on account of non-compliance of 

Regulation l 7(1A) of the s·EBI (Listing Obligations and 

Disclosure Requirements) Regulations, 2015 ('LODR 

Regulations' for short) pursuant to the appointment of 

Mr. Swaminathan Sivaram as an additional director in the 

category of non-executive independent director by way of a 

board resolution. 

2. The facts leading to the filing of the present appeal is, that 

the appellant Company is a public limited company and its 

shares are listed on the BSE and NSE. The composition of the 

board of directors of the Company was that it had chairman­

cum-managing director, a managing director, a director and four 

independent directors. The composition of the board of directors 

was in accordance with the LODR Regulations as it had 

consisted more than six directors and was in compliance with 

Regulation 17(1 C) of the LODR Regulations. Under the LODR 

Regulations the Company was required to appoint three 

independent directors which was already existing and therefore 

the Company was in compliance with the LODR Regulations. 

• 



However, the second term of two independent directors was to

expire on August 12, 2024.

3. Considering the good corporate governance practice that

was being conducted by the Company the Nomination and

Remuneration Committee of the Company made a

recommendation to the board of directors for appointment of

Mr. Swaminathan Sivarara as an additional director in the

category of non-executive independent director subject to the

approval of the members by way of special resolution in the 36'*'

Annual General Meeting of the Company.

4. Based on the said recommendation the board of directors

appointed Mr. Swaminathan Sivaram as an additional director in

the category of non-executive independent director subject to

the approval of members by way of special resolution in the 36*''

Annual General Meeting of the Company. It may be noted here

that Mr. Swaminathan Sivaram had already attained the age of

75 years and therefore his appointment was subject to the

approval of the members by way of special resolution.

5. The 36*'' Annual General Meeting of the Company was

held on August 10, 2023 in which the resolution of the board of

directors was approved by way of a special resolution by the



members of the Company. By the impugned order dated August

21, 2023 the respondent BSE communicated to the appellant

that they were not in compliance with Regulation 17(1 A) of the

LODR Regulations and accordingly imposed a fine of

Rs. 1,08,560/-. Sunilar fine was also imposed by NSE.

6. We have heard Shri Anand Kankani, CS with Shri Prakhar

Godre, CS and Ms. Muskan Mubarakali Kadiwar for the

appellant, Shri Sagar Divekar with Shri Abhimanyu Mhapankar,

the leamed counsel for the BSE, Shri Ankit Lohia with

Shri Shlok Bodar, the leamed counsel for NSE and

Shri Ravishekhar Pandey, Shri Nishit Dhruva, Ms. Shefali

Shankar, Ms. Rasika Ghate and Shri Harsh Sheth, the leamed

counsel for the respondent no. 2 SEBI.

7. At the outset out we find that no reason whatsoever has

been given in the impugned order as to why and how the

Company has violated the provisions of Regulation 17(1 A) of

the LODR Regulations. The impugned order cannot be

sustained on this short ground itself. The leamed counsel for the

respondents submitted that the fine was imposed on account of

non-compliance of Regulation 17(1 A) which provides that an

additional director can only be appointed only after approval is

given by the members of the Company through a special

O



resolution and that an appointment cannot be made prior to

taking the approval through a special resolution from the

members of the Company,

8. Therefore, the core issue is, whether approval is required

to be taken from the shareholders of the Company through a

special resolution before a person who has attained the age of 75

years can be appointed.

9. Before we deal with the aspect it would be necessary to

refer to a few provisions of Companies Act and LODR

Regulations.

10. Section 149 of the Companies Act, 2013 provides that

every Company shall have board of directors consisting of

individuals as directors.

11. Section 152(2) of the Companies Act provides as under:-

"Save as otherwise expressly provided in this Act, e\>ery
director shall be appointed by the company in general
meeting".

The aforesaid provision indicates that directors can only

be appointed by the Company in the Annual General Meeting.

12. Section 161(1) of the Companies Act provides as under:



"The articles of a company may confer on its Board of
Directors the power to appoint any person, other than a
person who fails to get appointed as a director in a
general meeting, as an Additional Director at any time
who shall hold office up to the date of the next annual
general meeting or the last date on which the annual
general meeting should have been held, whichever is
earlier."

13. A perusal of the aforesaid provisions indicates that the

board of directors can appoint any person as an additional

director who shall hold office up to the date of the next Annual

General Meeting.

14. A reading of Section 152(2) and 161(1) of the Companies

Act makes it clear that a director can only be appointed by the

shareholders of the Company in an Annual General Meeting.

However, the board of directors can appoint any person as an

additional director who will hold office up to the date of the

next Annual General Meeting. O

15. In the instant case, the board of directors appointed

Mr. Swaminathan Sivaram as an additional director till the date

of the next Annual General Meeting and subject to the approval

given by the members of the Company through a special

resolution.



8

16. Regulation 17(1 A) and 17(1C) of the LODR Regulations

are extraeted here under

Regulation 17flA)

"No listed entity shall appoint a person or continue the
directorship of any person as a non-executive director
who has attained the age of seventy-five years unless a
special resolution is passed to that effect, in which case
the explanatory statement annexed to the notice for
such motion shall indicate the justification for
appointing such a person. "

^  Regulation 17(1 Q

"The listed entity shall ensure that approval of
shareholders for appointment or re-appointment of a
person on the Board of Directors or as a manager is
taken at the next general meeting or within a time
period of three months from the date of appointment,
whichever is earlier."

17. Regulation 17(1A) provides that no listed company shall

appoint a person as a non-executive director who has attained

the age of 75 years unless a special resolution is passed by the

members of the Company. Regulation 17(1C) provides that the

listed entity shall ensure that approval of shareholders for

appointment of a person on the board of directors is taken at the

next general meeting or within a period of 3 months from the

date of appointment whichever is earlier.

18. Thus, from a conjoint reading of Section 149, 152(2),

161(1) of the Companies Act 2013 read with Regulation 17(1 A)



and 17(1C) of the LODR Regulations makes it apparently clear

that the director is required to be appointed by the members of

the Company. If a person is appointed as an additional director

by tlie board of directors then his appointment is till the next

annual general meeting. Regulation 17(1 A) provides that if a

person who has attained the age of 75 years then his

appointment has to be made by a special resolution passed by

the members and Regulation 17(10) provides that appointment ^

must be approved in the next general meeting or within three

months from the date of the appointment whichever is earlier.

19. In the instant case, the appointment was made on May 16,

2023 by the board of directors which was approved in the next

annual general meeting by the member of the Company through

a special resolution and that this special resolution was passed

on August 10, 2023 within three months from the date of

appointment. Thus, from a conjoint reading of Regulation

17(1A) and 17(1C) of the LODR Regulations appointment of an

additional director can be made by the board of directors which

is required to be approved by the members of the Company

through a special resolution and such approval is required to be

made within three months.
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20. In Nectar Life Sciences Ltd vs. SEBI & Ors., Appeal no.

185 of2023 decided on April 27, 2023 this Tribunal considered

the provisions of Regulations 17(1 A) with other provisions and

held that the word "unless" as depicted in Regulation 17(1 A)

does not mean "prior approval" nor the requirement of passing a

special resolution was a qualificatory condition for appointment

as a director.

21. In view of the aforesaid, the contention of the respondent

that no person can be appointed as a non-executive independent

director unless prior approval of the shareholders was made by a

special resolution is erroneous.

22. Regulation 17(1 A) and 17(1C) has to be read

harmoniously with the provisions of Section 152(2) and 161(1)

of the Companies Act which will make it clear that a person

above the age of 75 years can be appointed by the board of

directors. Such appoiutment is required to be approved

subsequently within the prescribed period by a special

resolution in the next general meeting by the members of the

Company which in the instant case was done within the

prescribed period.
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23. In view of the aforesaid, no penalty could have been

imposed by the BSE and NSE for violation of Regulation

17(1 A) of the LODR Regulations.

24. In view of the aforesaid, the impugned orders cannot be

sustained and are quashed. The appeals are allowed with no

order as to costs.

Justice Tarun Agarwala
Presiding Officer

Ms. Meera Swamp
Technical Member

28.11.2023 madhukarmSm"^
I  SHAMRAO/^iZS'
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IN THE SUPREME COURT OF INDIA

CIVIL APPELLATE JURISDICTION

CIVIL APPEAL NO. OF 2024

(Under Section 22F of the Securities Contracts (Regulation) Act, 1956)

(Arising out of the Order dated 28November 2023 passed by the Ld.

Securities Appellate Tribunal, Mumbai in Appeal No. 846 of 2023)

IN THE MATTER OF:

NATIONAL STOCK EXCHANGE OF INDIA LIMITED

Exchange Plaza, Bandra Kurla Complex,

Bandra (Bast)

Mumbai-400051

Through Vice President- Regulatory

...APPELLA?IT

VERSUS

1. 20 MICRONS LTD.

9-10, G.I.D.C. Industrial Estate,

Waghodia,

Baroda GJ 391 570

2. SECURITIES EXCHANGE BOARD OF INDIA

SEBI Bhavan, Plot No. C-4A, G-Block,

Bandra Kurla Complex,

Bandra East, Mumbai-400051 ... RESPONDENTS

7
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APPEAL UNDER SECTION 22F OF THE SECURITIES CONTRACTS

(REGULATIOlNr) ACT. 1956 AGAINST THE ORDER DATEn

28NOVEMBER 2023 PASSED BY THE HON'BLE SECURTTTES

APPELLATE TRIBUNAL, MUMBAI IN APPEAL NO. 846 OF 2023

TO,

THE HON'BLE CHIEF JUSTICE OF INDIA

AND HIS COMPANION JUSTICES OF THE

HON'BLE SUPREME COURT OF INDIA

THE HUMBLE CIVIL APPEAL OF

THE APPELLANT ABOVENAMED

MOST RESPECTFULLY SHOWETH: -

1. The present Civil Appeal is being preferred under Section 22F of the Securities

Contracts (Regulation) Act, 1956 ("SCRA") challenging the Order dated

28Noveniber 2023 ("Impugned Order") passed by the Ld. Securities Appellate

Tribunal, Mumbai ("Ld. Tribunal") in Appeal No. 846 of 2023, The Appellant

is filing the present Civil Appeal for quashing and setting aside the Impugned

Order passed by the Ld. Tribunal wherein the Ld. Tribunal has erroneously

allowed the appeal of Respondent No. 1 by relying upon its own order dated 27

April 2023 in 'Nectar Life Sciences Ltd. vs. SEBI & Ors., Appeal No. 185 of

2023', wherein this Hon'ble Court has categorically held that the Impugned Order

before it should not be treated as a precedent till the matter is decided on its



h
merits. This Hon'ble Court in 'National Stock Exchange of India Limited vs.

Nectar Life Sciences Ltd & Anr., Civil Appeal No. 4794/2023' in its order dated

18 September 2023, has observed that "we are of the view that interest of justice

would be sub-served by observing that the impugned judgment is not to be trPMted

as a precedent in the meantime till we consider the matter on merits". Despite

being well aware of the fact that this Hon'ble Court has categorically barred the

order dated 27 April 2023 of the Ld. Tribunal in 'Nectar Life Sciences Ltd. vs.

SEBI &Ors., Appeal No. 185 of2023' to be treated as a precedent till the m atter

is considered on merits, the Ld. Tribunal has knowingly erred in passin^^ the

Impugned Order dated 28 November 2023 and held that: -

"19...Thus, from a conjoint reading ofRegulation 17(1A) and 17(1 C)

of the LODR Regulations appointment of an additional director can

be made by the board of directors which is required to be approved

by the members ofthe Company through a special resolution and.iuch

^  approval is required to be made within three months.

20. In Nectar Life Sciences Ltd. vs. SEBI &Ors., Appeal no.l85 of

2023 decided on April 27, 2023 this Tribunal considered the

provisions ofRegulations 17(1 A) with other provisions and held that

the word "unless" as depicted in Regulation 17(1 A) does not mean

"prior approval" nor the requirement of passing a special resolution

was a qualificatory condition for appointment as a director.



ir

21. In view of the aforesaid, the contention of the respondent that no

person can be appointed as a non-executive independent director

unless prior approval of the shareholders was made by a special

resolution is erroneous.

The Ld. Tribunal has held that no penalty could have been imposed for violation

of Regulation 17(1 A) of the Securities and Exchange Board of India (Listing

Obligations and Disclosure Requirements) Regulations, 2015 ("LODR

Regulations"), and quashed the order of the Appellant imposing penalty on

Respondent No. 1 for violation of Regulation 17(1 A) of the LODR Regulations.

It is submitted that the Ld. Tribunal while passing the Impugned Order has

wrongly relied on 17(1C) of the LODR Regulation as the said regulation does not

deal with the issue at hand.

2. The Appellant hereby submits that present Civil Appeal is filed without any delay

and within the limitation as prescribed under Section 22F of SCRA.

3. QUESTIONS OF LAW;

The following questions of law arise for consideration before this Hon'ble Court:

A. Whether the Ld. Tribunal grossly erred in relying on its own order dated 27

April 2023 in 'Nectar Life Sciences Ltd. vs. SEBI & Ors., Appeal No. 185 of

2023' while passing the Impugned Order and thereby ignoring and bypassing

the order dated 18 September 2023 passed by this Hon'ble Court in 'National
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Stock Exchange of India Limited vs. Nectar Life Sciences Ltd & Anr., Civil

Appeal No. 4794/2023'' directing that the order dated 27 April 2023 passed

by the Ld. Tribunal not to be treated as a precedent by the Ld. Tribunal?

B. Whether the Impugned Order passed by the Ld. Tribunal is bad in law as it is

based upon an earlier order dated 27 April 2023 of the Ld. Tribunal v^hich

was expressly barred by this Hon'ble Court to be used as a precedent til l the

matter forming part of 'National Stock Exchange of India Limited vs. Nectar

®  Life Sciences Ltd & Anr., Civil Appeal No. 4794/2023' was considered on
t

merits?

C. Whether the Ld. Tribunal erred in law in relying upon the provisions of

Regulation 17 (IC) of LODR Regulations, while interpreting the provisions

of Regulation 17 (lA) of LODR Regulations, when the language of

Regulation 17 (1 A) was clear and unambiguous?

D. Whether the Ld. Tribunal erred in holding that Regulation 17 (1 A) of LODR

Regulations and Regulation 17 (IC) of LODR Regulations are to be read

conjointly in relation to the manner of appointment of a Non-Executive

Director who has attained the age of 75 years, in the absence of any ambiguity

or vagueness in the provisions of Regulation 17 (1 A) of LODR Regulations

warranting a conjoint reading of the two clauses?

E. Whether the Ld. Tribunal erred in law by failing to apply the "Rule of plain

meaning" and "Rule of literal interpretation" while interpreting the provisions

of Regulation 17(1 A) of LODR Regulations?



(a-

F. Whether the Ld. Tribunal erred in law by relying upon the provisions of

Regulation of 17(1C) of LODR Regulations for interpreting the word

"unless" as mentioned in Regulation 17 (1 A) of LODR Regulations and thus

ignoring the "Rule of literal construction" in the absence of any ambiguity in

the language used in Regulation 17(1 A) of LODR Regulations?

G. Whether the Ld. Tribunal erred in placing reliance on the provisions of

Section 149,152(2) and 161(1) of the Companies Act, 2013 for the purposes

of interpreting the word "unless" mentioned in Regulation 17 (lA) of LODR

Regulations, in the absence of any lack of clarity in Regulation 17 (lA) of

LODR Regulations?

H. Whether the Ld. Tribunal erred in interpreting the provisions of Sections 149,

152(2) and 161(1) of the Companies Act, 2013 for the purposes of construing

the provision of Regulation 17 (1 A) of LODR Regulations?

I. Whether the provisions of Regulation 17 (lA) and Regulation 17 (IC) of

LODR Regulations could have been read conjointly when the provisions of

Regulation of 17 (1 A) of LODR Regulations were specific and relatable only

to the Non-Executive Director, who had attained the age of 75 years whereas

the provisions of Regulation 17 (IC) of LODR Regulations were general in :

nature and relatable to a person on the Board of Directors?

J. Whether the Ld. Tribunal failed to appreciate a conjoint reading of

Regulation 17 (lA) and Regulation 17 (IC) of LODR Regulations would

render the sole objective ofRegulation 17 (lA)ofLODRRegulations otiose? ;



K. Whether the findings of the Ld. Tribunal are exceptionally flawed sine e the

Ld. Tribunal has failed to appreciate the fact that the provisions of the

Companies Act, 2013 categorically deal with procedure for appointment or

continuation of managing director, whole-time director, and manager beyond

a certain age but no such provision is available with respect to appointment

or continuation of a Non-Executive Director?

L. Whether the Ld. Tribunal has completely ignored the recommendations of

^  the Kotak Committee, as also mentioned in the Short Note filed on behs If of

the Appellant dated 25 November 2023 and overlooked the fact that, the

LODR Regulations is based on those recommendations that are in places to

improve the standards of corporate governance of listed companies in India?

M. Whether the Ld. Tribunal's interpretation of the word ''unless" in the

Impugned Order, as depicted in Regulation 17(1 A) of LODR Regulatior.s is

unwarranted, erroneous and misplaced?

® N. Whether the Ld. Tribunal has failed to take into account the intent of the

legislature into passing Regulation 17 (IC) of LODR Regulations?

O. Whether the Ld. Tribunal has passed the Impugned Order which utterly r ins

against the provisions of the LODR Regulations and misconstrued the same

while mixing up the same with a cocktail of provisions the Companies A ct,

2013, which does not even deal with the appointment of a Non-Executive

Director?



4. BRIEF FACTS: , .

The brief facts leading to the filing of the present Civil Appeal are as under:

i. The Appellant, i.e., National Stock Exchange of India Ltd. is a recognised

stock exchange having its registered office at Exchange Plaza, C/1, G-Block,

Bandra-Kurla Complex, Bandra (East), Mumbai - 400051. The Appellant is

the leading stock exchange of India and was established in the year 1992 as

the first dematerialized electronic exchange in the country.

ii. Respondent No. 1, i.e., 20 Microns Ltd. is a public limited company

established under the provisions of the Companies Act, 1956 and is listed on

the platform of the Appellant.

iii. Respondent No.2, i.e.. Securities Board Exchange of India is the regulatory

body for monitoring, functioning of the stock exchanges in the country and

is known for playing a vital role in smooth functioning of the market and

stock exchange.

iv. The composition of the Board of Directors of the Respondent No.l was that

it had chairman-cum-managing director, a managing director, a director and

four independent directors. It is submitted that the second term of the two

independent director was expiring on 12.08.2024. therefore, there was no

vacancy at the relevant tune in the Board of Directors of the Respondent

No.l company.
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V. On 16 May 2023„ a meeting of the Board of Directors was held where;by a

resolution was passed to appoint Mr. Swaminathan Sivaram, aged 76 yssrs,

as a Non-Executive Independent Director of Respondent No. 1 Company,

however, no special resolution of the shareholders was passed to that e ffect

in terms of Regulation 17 (lA) of LODR Regulations. A copy of the Board

Resolution is annexed herewith and marked as ANNEXURE A-1

^ vi. Mr. Swaminathan Sivaram took charge as an Independent Non-Executive

Director of the company forthwith, till seeking approval of the sharehc.ider

at the ensuing Annual General Meeting. It is pertinent to mention here that

this appointment was a proactive step taken by Respondent No. 1 Company,

as admittedly there was no vacancy created for the appointment of a f Ion-

Executive Independent Director, and the term of other Non-Executive

Independent Directors of Respondent No. 1 Company, i.e., Mr. Ramkithan

^  Devidyal and Mr. Atul Patel is to expire on 12 August 2024, which was one

year and three months future appointment of Mr. Swaminathan Sivaram.

vii. Upon perusing the Corporate Governance Report for the quarter end 30 June

2023, it came to the knowledge of the Appellant that the appointment of Ivlr.

Sivaram was done without passing of a special resolution of the shareholders

to that effect in terms of the Regulation 17(1 A) of the LODR Regulations.

In view of the aforesaid, the listing compliance department of the Appellant



addressed an email dated 26 July 2023 to Respondent No. 1 Company

thereby informing Respondent No. 1 Company that as per Regulation

17(1 A) of LODR Regulations, no listed entity shall appoint a person or

continue the directorship of any person as a Non-Executive Director who has

attained the age of 75 years 'unless' a special resolution is passed to that

effect, with the explanatory statement annexed to the notice for motion of

appointment of such person. The Appellant further requested the Respondent

m
No. 1 Company to share the special resolution passed, if any, for such ^

appointment. A copy of the Corporate Governance Report for the quarter

end 30 June 2023 is annexed herewith and marked as ANNEXURE A- 2. A
/s

copy of the email dated 26 July 2023 from the Appellant to Respondent No.

1 Company is armexed herewith and marked as ANNEXURE A-3

viii. Respondent No. 1 replied via letter dated 27 July 2023 to the email of the

Appellant dated 26 July 2023 and stated that the approval of the shareholders ^

for appointment of a person on the Board of Directors is taken at the next

general meeting or within a period of three months, from the date of

appointment whichever is earlier, under Regulation 17 (IC) of LODR

Regulations. It is submitted that this reliance on Regulation 17 (IC) of

LODR Regulations is completely misplaced as the same was against the

intention of the legislature while enacting 17(1C) and that it is Regulation

17 (1 A) of LODR Regulations which needs to be complied in case a person



appointed for as a Non-Executive Director is of the age of 75 years. The

relevant part of the LODR Regulations is being reproduced herein for the

ready reference of this Hon'ble Court:

17(1A) - No listed entity shall appoint a person or continue the directorship

of any person as a non-executive director who has attained the age of

seventy five years unless a special resolution is passed to that effec ', in

which case the explanatory statement annexed to the notice for such

motion shall indicate the justification for appointing such a person.

17(IC) -The listed entity shall ensure that approval of shareholders for

appointment [or re-appointment] of a person on the Board of Directors [or

as a manager]is taken at the next general meeting or within a time period of

three months from the date of appointment, whichever is earlier:]

A copy of the reply dated 27 July 2023 to the email of the Appellant da:ed

26 July 2023 jfrom Respondent No. 1 Company to the Appellant is anne>'ed

herewith and marked as ANNEXURE A-4 ^

ix. Thereafter, on 09 August 2023, the listing compliance department of the

Appellant issued another email to Respondent No. 1 Company seeking

clarification for appointment of Mr. Swaminathan Sivaram as a Non-

Executive Independent Director without seeking approval of tlie

shareholders of Respondent No. 1 Company as prescribed under LODR



Regulations. A copy of the email dated 09 August 2023 is annexed herewith

and marked as ANNEXURE A-5

X. On 10 August 2023, after a passage of 2 months and 24 days, the

appointment of Mr. Swaminathan Sivaram was ratified by way of a special

resolution of the shareholders to that effect. However, Respondent No. 1

Company failed to comply with Regulation 17 (1 A) of LODR Regulations

which is a necessary pre-requisite precedent to be followed and adhered to.

A copy of the Minutes of the AGM dated 10 August 2023 is annexed

herewith and marked as ANNEXURE A-6

xi. In response to the above clarification sought on 09 August 2023, on

12August 2023, Respondent No. 1 addressed a response thereby informing

that the shareholders have approved the approval of Mr. Swaminathan

Sivaram as an Independent Director of Respondent No. 1 Company and

further placed reliance upon the judgment of Nectar Life Science Limited

dated 27April 2023, wherein the Ld. Tribunal had observed that the word

"unless" in Regulation 17(1 A) of LODR does not mean "prior approval" and

once again reiterated that the approval of the shareholders could be sought

pursuant to appointment within a period of 3 months. A copy of the response

dated 12 August 2023 is annexed herewith and marked as ANNEXURE A-

7



xii. In conspectus of the circumstances supra, the Appellant, vide its order elated

21 August 2023 levied a penalty of Rs. 2000/- per day for non-compliance

of Regulation 17 (lA) of LODR Regulations for a period of 46 days fcr the

quarter ending 30 June 2023. It is pertinent to mention here that Respor.dent

No. 1 paid the fine levied amounting to Rs. 1,08,560/- on 24 August 2023

under protest and subject to the decision of the Ld. Tribunal. A copy of the

letter dated 21 August 2023 vide penalty was levied on Respondent hlo. 1
Cici-Si)

Company is annexed herewith and marked as ANNEXURE A-8y/\ copy of

the payment acknowledgement is armexed herewith and markeci as

ANNEXURE A-9.

xiii. Being aggrieved by the levy of penalty of Rs. 1,08,560/-, the Respondent

No. 1 approached the Ld. Tribunal by way of an appeal seeking relief to

quash and set aside the order dated 21 August 2023 of the Appellant and also

refund the fine paid to the Appellant.

xiv. The Ld. Tribunal, without affording the Respondent therein an opportunity

to file a detailed reply and bring its stand on record, on 28 November 2023

passed the Impugned Order in favour of Respondent No. 1 and nas

erroneously allowed the appeal of Respondent No. 1 by relying upon its own

order dated 27 April 2023 in 'Nectar Life Sciences Ltd. vs. SEBI & Ors.,

Appeal No. 185 of2023\ which is pending adjudication before this Hon'ble



Court and has been specifically directed as not to be treated as a precedent.

This Hon'ble Court in ̂ National Stock Exchange of India Limited vs. Nectar

Life Sciences Ltd & Anr., Civil Appeal No. 4794/2023' in its order dated 18

September 2023, has observed that "we are of the view that interest of justice

would he sub-served by observing that the impugnedjudgment is not to be

treated as a precedent in the meantime till we consider the matter on merits".

Despite being 'well aware of the fact that this Hon'ble Court has categorically

barred the order dated 27 April 2023 of die Ld. Tribunal in Nectar Life

Sciences Ltd. vs. SEBI & Ors., Appeal No. 185 of2023' to be treated as a

precedent till the matter is considered on merits, the Ld. Tribunal has

knowing erred in passing the Impugned Order dated 28 November 2023 and

held that: -

"19...Thus, from a conjoint reading of Regulationl7(1 A) and 17(1C)

of the LODR Regulations appointment of an additional director can

be made by the board of directors which is required to be approved

by the members of the Company through a special resolution and such

approval is required to be made within three months.

20. In Nectar Life Sciences Ltd. vs. SEBI & Ors., Appeal no. 185 of

2023 decided on April 27, 2023 this Tribunal considered the

provisions of Regulations 17(1A) with other provisions and held that

the word "unless " as depicted in Regulation 17(lA) does not mean



"prior approval" nor the requirement of passing a special resolution

was a qualificatory condition for appointment as a director.

21. In view of the aforesaid, the contention of the respondent that no

person can be appointed as a non-executive independent director

unless prior approval of the shareholders was made by a special

resolution is erroneous.

The Ld. Tribunal has held that no penalty could have been imposec. for

violation of Regulation 17(1 A) LODR Regulations, and quashed the order

of the Appellant imposing penalty on Respondent No. 1 for violation of

Regulation 17(1A) of LODR Regulations.

XV. It is submitted that this Hon'ble Court vide order dated 18 September 2023

has specifically stated that the order dated 27 April 2023 passed by the Ld.

Tribunal should not be treated as a precedent and the said fact was culy

brought to the knowledge of the Ld. Tribunal during the course of heat ing

and also by way of written submissions filed by the Appellant before the I.d.

Tribunal. A copy of the Written Submissions dated 25 November 2021 is

annexed herein and is marked as ANNEXURE A-10

xvi.It is most humbly submitted that the Impugned Order is bad in law,

erroneous, misdirected and perverse and therefore it is most respectfully



submitted that the Impugned Order cannot be sustained and is liable to be

set aside.

5. GROUNDS;

That the Appellant is materially aggrieved and prejudiced by the Impugned Order

and is liable to be set aside on the following grounds:

A. BECAUSE the Ld. Tribunal has grossly erred in relying on its own order

dated 27 April 2023 in ''Nectar Life Sciences Ltd. vs. SEBI & Ors., Appeal No.

185 of 2023\ while passing the Impugned Order and thereby ignoring and

bypassing the order dated 18 September 2023 passed by this Hon'ble Court in

'National Stock Exchange of India Limited vj. Nectar Life Sciences Ltd &

Anr., Civil Appeal No. 4794/2023'' wherein this Hon'ble Court has directed

that the Order dated 27 April 2023 passed by the Ld. Tribunal not be treated

as precedent till the matter is considered on merits.

B. BECAUSE the Impugned Order passed by the Ld. Tribunal is bad in law as it ^
is based upon an earlier Order dated 27 April 2023 of the Ld. Tribunal which

was expressly barred by this Hon'ble Court to be used as a precedent till the

matter forming part of 'National Stock Exchange of India Limited vs. Nectar

Life Sciences Ltd & Anr., Civil Appeal No. 4794/2023' was considered on i
j

merits.

C. BECAUSE the Ld. Tribunal is setting a bad precedent and a wrong example

by overlooking and ignoring the express order of this Hon'ble Court and ^



continuing to rely on its own Order dated 27 April 2023, the operation of

which has been effectively stayed by this Hon'ble Court. It is submitted that

the entire reasoning of this Hon'ble Court in directing that the order dated 27

April 2023 is not to be treated as precedent is that the said interpretation of

law would render the provisions of law infructuous.

D. BECAUSE the Ld. Tribunal while passing the Impugned Order has acted in

utter disregard of the statutory provisions and has overlooked the operative

part of the relevant provisions of the law and is consequently setting a wrong

precedent. It is respectfully submitted that the Ld. Tribunal has erred in law

by relying upon the provisions of Regulation 17 (IC) of LODR Regulations,

while interpreting the provisions of Regulation 17 (lA) of LODR Regulations,

when the language of Regulation 17 (1 A) of LODR Regulations was clear and

unambiguous.

E. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed to

consider that the provision of Regulation 17(1 A) of LODR Regulations are

mandatory in nature and provides a pre-requisite condition that is required to

be fulfilled before appointing any person who is more than age of 75 years as

Non-Executive Director.

F. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed te

consider that in terms of Regulation 17 (1 A) of LODR Regulations, passing

of a special resolution before appointing a Non-Executive Director is a



;

qualifying pre-requisite condition that needs to be fulfilled and the non-

compliance of the same will lead to non-compliance of the said provision. It

is respectfully submitted that the legislature while incorporating the phrase

"unless a special resolution is passed to that ejfecf has made it categorically

clear that the appointment must be preceded by a special resolution. The use

of word "unless " makes it clear that no appointment can be done without there

being a special resolution prior in time.

G. BECAUSE Mr. Swaminathan Sivaram had already attained the age of

75 years at the time of his appointment as a Non-Executive Director and

admittedly no prior special resolution was passed to that effect. In view of the

same, the appointment of Mr. Sivaram is in violation of Regulation 17 (1) (A).

In fact, Mr. Sivaram had crossed the age of 75 years and was 76 years old at

the time of his appointment as a Non-Executive Director.
i

H. BECAUSE there was admittedly no vacancy created for the appointment of a ^
Non-Executive Independent Director and the appointment of Mr.

Swaminathan Sivaram was a proactive step taken on the part of Respondent

No. 1 Company. It is submitted that the appointment of Mr. Swaminathan

Sivaram is a clear violation of Regulation 17 (1 A) of LODR Regulations done

by Respondent No. 1 Company. It is further submitted that the listed

companies are duty bound to comply with the statutory requirements as

enshrined under the SEBI Act and more importantly LODR Regulations and
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it is not just a statutory obligation on the part of the listed companies to comply

with the LODR Regulations but it is also a contractual obligation on the part

of the listed company as the listed companies have to sign an agreement to

that effect.

L BECAU SB the appointment of Mr. Swaminathan Sivaram was done via B c ard

Resolution without passing of a prior special resolution, and later on, dui ing

the Annual General Meeting of the company, the members approved the

appointment of Mr. Swaminathan Sivaram by passing a special resolution to

that effect and the said act on the part of the Respondent is in clear violation

of the Regulation 17 (lA) of the LODR Regulation.

J. BECAUSE the Ld. Tribunal in para 20 of the Impugned Order has referred to

''Nectar Life Sciences Ltd. V5. SEBI & Ors., Appeal No. 185 of2023' and l:as

once again misplaced its fmding and held that "20...this Tribunal considered

^  the provisions of Regulations 17(1 A) with other provisions and held that the

word "unless" as depicted in Regulation 17(1 A) does not mean "prior

approval" nor the requirement of passing a special resolution was a

qualificatory condition for appointment as a director. 21. In view of tne

aforesaid, the contention of the respondent that no person can be appointed

as a nonexecutive independent director unless prior approval of the

shareholders was made by a special resolution is erroneous." It is respectlliliy

submitted that there was no requirement for the Ld. Tribunal to interpret the



term ''unless" as there was no ambiguity whatsoever in the language of the

provision and therefore the interpretation given by Ld. Tribunal stands

unwarranted and bad in law. It is further most humbly submitted that it is a

settled principle of law that the words of a statute must prima facie be given

their ordinary meaning. Moreover, as long as there is no ambiguity in the

statutory language, resort to any interpretative process to unfold the legislative

intent becomes impermissible and that can never be the intent of the

legislature.

K. BECAUSE the Ld. Tribunal has proceeded to pass the Impugned Order

relying on 'Nectar Life Sciences Ltd. vs. SEBI & Ors., Appeal No. 185 of

2023\ which is not only bad in law and contradictory to the provisions laid

down under the legislature, but also sets a wrong precedent by absolutely

disregarding the order dated 18 September 2023 of this Hon'ble Court

whereby this Hon'ble Court has expressly held that the order dated 27 April

2023 of the Ld. Tribunal upon which the Ld. Tribunal is now relying upon in

the present Impugned Order, is not to be treated as a precedent till the matter

is considered on merits.

L. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed to

consider the findings given by the Kotak Committee which led to the

amendment in LODR Regulations by way of which Regulation 17 (lA) was

introduced. The Kotak Committee was constituted by Respondent No. 2 for



improving the standards of corporate governance of listed companies in India

and the several recommendations of the said committee were duly accepted

by Respondent No. 2. One of the key recommendations of the said committee

report was that although the Companies Act, 2013 provides a particular age of

70 years beyond which the appointment of a Managing Director, Whole Time

Director or Manager can be done by passing a special resolution and there was

no such provision with respect to the appointment of Non- Executive

Directors. Therefore, the Kotak Committee recommended the age of 75 years

for Non-Executive Director stating that the appointment of Non-Execu:ive

Director has to be approved by a special resolution if the age of the said

Director is more than 75 years at the time of appointment.

M. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed to

consider that the provision of Regulation 17(1 A) of LODR Regulations \7as

inserted after the recommendations of the Kotak Committee. It is submitted

that the bottom line of the recommendation of Kotak Committee was that the

age of a person may not be a detriment of efficiency or capability of a person

or the basis for disqualification of a director, a higher level of shareholder

endorsement is required for directors to continue in their position beyond a

certain age.

N. BECAUSE the Ld. Tribunal has erroneously invoked Regulation 17 (IC) of

LODR Regulations as the said regulation does not deal with the issue at hand.
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It is submitted that the Regulation 17 (IG) of LODR Regulations is a general

provision dealing with all type of Directors including the entire class of

Independent Directors whereas the Regulation 17 (1 A) of LODR Regulations

carves out a separate sub-class from the entire class of Independent Directors

and deals only with the appointment or re-appointment of persons who have

attained the age of Seventy- Five years.

O. BECAUSE the provisions of Regulation 17 (lA) and 17 (IC) of LODR

Regulations could not have been read conjointly, as given in the Order of the

Ld. Tribunal, when the provisions of Regulation of 17(1 A) were very specific

and relatable only to the Non-Executive Director, who had attained the age of

75 years whereas the provisions of Regulation 17(1C) were general in nature

and relatable to a person on the Board of Directors.

P. BECAUSE the Ld. Tribunal has failed to consider that in general, the

appointment, continuation, and removal of Non-executive Independent

Directors is governed by Section 149 of the Companies Act, 2013 and

Regulation 25 of the LODR Regulations however, Regulation 17 (lA) of

LODR Regulations was inserted to have a very limited application i.e., in case

of appointment or continuation of directorship of a Non-executive

Independent Director who has attained the age of Seventy- Five years.



Q. BECAUSE the Ld. Tribunal erred in holding that Regulation 17 (lA) and

Regulation 17 (IC) of LODR Regulations are to be read conjointly in relation

to the manner of appointment of a Non-Executive Director who has attained

the age of 75 years, in the absence of any ambiguity or vagueness in the

provisions of Regulation 17 (lA) warranting a conjoint reading of the wo

clauses. It is humbly submitted that the observation of the Ld. Tribunal that

Regulation 17 (1 A) and (IC) are to be read conjointly, is completely erroneous

and misplaced as, such a reading would render the sole objective of Regulation

17 (1 A) of LODR Regulations otiose.

R. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed, to

consider that non-compliance of Regulation 17 (lA) of LODR Regulations

took place the moment Mr. Swaminathan Sivaram, aged 76 years, was

appointed as a Non-Executive Director and held the post for a period of 46

days before the approval was done via a special resolution at the 36^ Anni.al

General Meeting of Respondent No. 1 company and the same could not have

been done by taking the shield of Regulation 17 (IC) of LODR Regulations.

S. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed :o

consider the basic law of interpterion of statute that while interpreting any

provision of law, the background and objective of the legislature in bringing

the said provision has to be looked into so that the true intent of the legislature

can be brought out.



T. BECAUSE the Ld. Tribunal has erred in law by failing to apply the "Rule of

plain meaning" and "Rule of literal interpretation" while interpreting the

provisions of Regulation 17 (lA) of LODR Regulations. It is submitted that

according to these Rules, the words of a statute must be given their ordinary

meaning unless doing so would lead to an absurd result. However, if the words

of a statute are unclear or ambiguous, other aids to interpretation may be used

to determine the meaning of the statute. One such aid to interpretation is the

Principle of Harmonious Construction, which states that two provisions of the

same statute should be interpreted in a way that gives effect to both provisions

as per the intention of the legislature. That the observation of the Ld. Tribunal

in the Impugned Order, that Regulation 17 (lA) and (IC) of LODR

Regulations are to be read conjointly, is grossly misplaced as, such a reading

would render the sole objective of Regulation 17 (1 A) of LODR Regulations

otiose.

U. BECAUSE the Ld. Tribunal has erred in law by relying upon the provisions

of Regulation 17 (IC) of LODR Regulations for interpreting the word ''unless"

as mentioned in Regulation 17 (lA) of LODR Regulations and thus ignoring

the "Rule of literal construction" in the absence of any ambiguity in the

language used in Regulation 17 (lA) of LODR Regulations.

V. BECAUSE the legislature while accepting the recommendations of the Kotak

Committee was clear that while appointing any person who is more than 75

O



years of age, the opinion and prior consent of the stakeholder/ shareholdei s of

a listed company is imperative and therefore the requirement of prior approval

was made mandatory.

W. BECAUSE the Ld. Tribunal while passing the Impugned Order has mispk.ced

its reliance on Sections 149, 152 (2) and 161(1) of the Companies Act, 2013

as the same is not applicable to the present issue at hand. It is pertinent to

mention here that there is no provision in the Companies Act, 2013 or LO OPv

Regulations regarding the appointment of Non-Executive Directors when the

said person has attained the age of 75 years. It is submitted that at this jimctiire,

the applicability of sole provision dealing with such situations, i.e.. Regulation

17 (lA) of LODR Regulations comes into the picture and the Ld. Tribunal's

decision in placing reliance on Section 149, 152 (2) and 161(1) of i;ne

Companies Act, 2013 for the purposes of interpreting the word unless''

mentioned in Regulation 17 (1 A) of LODR Regulations in the absence of a;iy

lack of clarity in Regulation 17 (1 A) is highly erroneous and misplaced.

X. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed io

consider that any listed company is not just under an obligation to comply wi ;h

the requirements as provided under the Companies Act, 2013 but the listed

companies are also duty bound to comply with the statutory requirements £.s

enshrined under the SEBI Act and more importantly LODR Regulations. It is

also most humbly submitted that the listed company is not just a statutory



:
obligation on the part of the listed companies to comply with the LODR

Regulations but it is also a contractual obligation on the part of the listed

company as the listed companies have to sign an agreement to that effect.

Y. BECAUSE the Ld. Tribunal while passing the Impugned Order has failed to

consider that the provision of Regulation 17 (lA) of LODR Regulation has to

be read not just in addition to the provisions of the Companies Act, 2013 but

also in isolation from the provisions under the Companies Act, 2013. It is

submitted that the reason why the Regulation 17 (1 A) of LODR Regulations ^
must be read in isolation is that it is the only regulation which covers the

situation where a person who is more than age 75 years of age has to appointed

at the post of Non- Executive Independent Director. It is submitted that the

Regulation 17 (lA) of LODR Regulations carves out a unique situation

dealing with specific sub-class of the Independent Directors

Z. BECAUSE the Ld. Tribunal failed to afford an opportunity to the Appellant

to file its detailed reply before it, and then failed to consider the Short Note on ,
I

behalf of the Appellant herein, wherein the reasons for imposition of penalty

on Respondent No. 1 are clearly enumerated and highlighted, as is the current

position of Nectar Life Science order dated 27 April 2023 before this Hon'ble :

Court.



6. That the Appellant has not filed any other appeal before any other Court of law

challenging the Impugned Order dated 28 November 2023 passed by the Ld.

Tribunal.

^ PRAYER;

a) allow the present Civil Appeal;

b) quash and set aside the Impugned Order dated 28 November 2023 passed by

the Ld. Securities Appellate Tribunal, Mumbai in Appeal No. 846 of 2023;

and

c) pass such further order/orders as this Hon'ble Court may deem fit and proper

in the facts and circumstances of the case.

AND FOR TfflS ACT OF KINDNESS THE APPELLANT AS IN DUl Y

BOUND SHALL FOREVER PRAY.

FILED BY:

DRAFTEDON: ( RflVJ )
FILED ON: /C. Ol >02-'^ ADVOCATE-ON-RECORD

FOR THE APPELLANT
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m THE SUPREME COURT OF IISfDIA

CIVIL APPELLATE JURISDICTION

CIVIL APPEAL NO. _____ OF 2024

IN THE MATTER OF;

NATIONAL STOCK EXCHANGE OF INDIA LIMITED

...APPELLANT

VERSUS

20 MICRONS LTD. & ANR
...RESPONDENTS

AFFIDAVIT

I, Joginder Singh, son of Mr. Jai Prakash Nehra, working as Vice

President, Northern Regional Office-National Stock Exchange, at

National Stock Exchange, 4^ Floor, Jeevan Vihar Bnilding,

Parliament Street resident. New Delhi — 110 001, aged about 45

years, do hereby solemnly affirm and declare as under:-

1. I am Vice President, Northern Regional Office of the Appellant

in the above Civil Appeal and I am well conversant with the

facts and circumstances of the case and competent to depose

the present affidavit.

2. That I have read the accompanying Civil Appeal containing

pages to 3^, paragraph \ to , synopsis and list of
dates pages V to .T and Application for Stay, pages

to , Application for placing on record additional
documents, pages to Jk2^ Application for exemption
for filitig certified copy of the Impugned Order, pages to

^ and understood the contents thereof. The facts stated
therein are true and correct to my knowledge and belief and
record of the case, which I believe to be true.



Ho •

3. That the annexures filed herewith are true copies of their
respective origmals.

4. I say that the contents of the above affidavit in paragraph no 1
to'3 are true and correct to the best of my knowledge and

VERIFICATION:

Verified at .i.., on this the day of January, 2024

that the contents of my above affidavit are true and correct to my

knowledge that no part of it is false and nothing has been

concealed there from.
w . 1

HO

DEPONENT
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(c) "material subsidiary" shall mean a subsidiary, whose income or net worth
exceeds ̂ '[ten] percent of the consolidated income or net worth respectively,
of the listed entity and its subsidiaries in the immediately preceding accounting
year.

Explanation.- The listed entity shall formulate a policy for determining 'material'
subsidiary.

^^[(d) "senior management" shall mean the officers and personnel of the listed entity
who are members of its core management team, excluding the Board of Directors, and
shall also comprise all the members of the management one level below the Chief
Executive Officer or Managing Director or Whole Time Director or Manager
(including Chief Executive Officer and Manager, in case they are not part of the Board
of Directors) and shall specifically include the functional heads, by whatever name
called and the Company Secretary and the Chief Financial Officer.]

Board of Directors. m
17. (1) The composition of board of directors of the listed entity shall be as follows:

(a) board of directors shall have an optimum combination of executive and non
executive directors with at least one woman director and not less than fifty per
cent, of the board of directors shall comprise of non-executive directors;

^^[Provided that the Board of directors of the top 500 listed entities shall have
at least one independent woman director by April 1, 2019 and the Board of
directors of the top 1000 listed entities shall have at least one independent
woman director by April 1, 2020;

Explanation: The top 500 and 1000 entities shall be determined on the basis of
market capitalisation, as at the end of the immediate previous financial year.]

(b) where the chairperson of the board of directors is a non-executive director, at
least one-third of the board of directors shall comprise of independent directors
and where the listed entity does not have a regular non-executive chairperson,
at least half of the board of directors shall comprise of independent directors:
Provided that where the regular non-executive chairperson is a promoter of the
fisted entity or is related to any promoter or person occupying management
positions at the level of board of director or at one level below the board of
directors, at least half of the board of directors of the fisted entity shall consist
of independent directors.

Explanation.- For the purpose of this clause, the expression "related to any
promoter" shall have the following meaning:

Substituted ibid for the word "twenty", w.e.f. 1.4.2019.
" Substituted by the SEBl (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2023
w.e.f. 17.1.2023. Prior to the substitution, the clause read as follows:

""senior management" shall mean officers/personnel of the listed entity who are members of its core
management team excluding board of directors and normally this shall comprise all members of
management one level below the ^^["chief executive officer/managing director/whole lime
director/manager (including chief executive officer/manager, in case they are not part of the board) and
shall specijically include company secretary and chief financial officer.]"

Inserted by tlie SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2018,
w.c.f. 1.4.2019.

22



(i) if the promoter is a listed entity, its directors other than the independen:
directors, its employees or its nominees shall be deemed to be related to it;

(ii) if the promoter is an unlisted entity, its directors, its employees or its nominee;;
shall be deemed to be related to it.

^[(c) The board of directors of the top 1000 listed entities (with effect from April 1,
2019) and the top 2000 listed entities (with effect from April 1, 2020) shall comprise
of not less than six directors.

Explanation: The top 1000 and 2000 entities shall be determined on the basis of market
capitalisation as at the end of the immediate previous financial year.]

^^[(d) where the listed company has outstanding SR equity shares, atleast half of the
board of directors shall comprise of independent directors.]

^®[(1A) No listed entity shall appoint a person or continue the directorship of any
person as a non-executive director who has attained the age of seventy five years
unless a special resolution is passed to that effect, in which case the explanatory
statement annexed to the notice for such motion shall indicate the justification for
appointing such a person.]

^^[(IC). The listed entity shall ensure that approval of shareholders for appointment
®'[or re-appointment] of a person on the Board of Directors ̂°[or as a manager] is taken
at the next general meeting or within a time period of three months from the date of
appointment, whichever is earlier:]

^ Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2018,
w.e.f. 1.4.2019.

Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Fourth Amendment) Regulations,
2019, w.e.f. 29.7.2019.

Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2018,
w.e.f 1.4.2019.

Omitted by the SEBI (Listing Obligations and Disclosure Requirements) (Second Amendment) Regulations,
2022, w.e.f 22.3.2022. Prior to the omission, sub-regulation (IB) read as follows;

"(IB). With effectfrom [April I, 2022.J the top 500 listed entities shall ensure that the Chairperson
of the board of such listed entity shall -
(a) be a non-executive director;
(b) not be related to the Managing Director or the Chief Executive Officer as per the definition of
the term "relative " defined under the Companies Act, 2013:
Provided that this sub-regulation shall not be applicable to the listed entities which do not have any
identifiable promoters as per the shareholding pattern filed with stock exchanges.
Explanation - The top 500 entities shall be determined on the basis of market capitalisation, as at
the end of the immediate previousfinancial year. "

Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Third Amendment) Regulations
2021 read with the corrigendum, w.e.f 1.1.2022.

Inserted by the SEBI (Li-sting Obligations and Disclosure Requirements) (Amendment) Regulations, 2023,
W.C.I, 17.1.2023.

Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2022,
W.e.f. 24.1,2022.
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^'[Provided that a public sector company shall ensure that the approval of the
shareholders for appointment or re-appointment of a person on the Board of Directors
or as a Manager is taken at the next general meeting:]

^^[Provided ̂^[further] that the appointment or a re-appointment of a person, including
as a managing director or a whole-time director or a manager, who was earlier rejected
by the shareholders at a general meeting, shall be done only with the prior approval of
the shareholders:

Provided further that the statement referred to under sub-section (1) of section 102 of
the Companies Act, 2013, annexed to the notice to the shareholders, for considering
the appointment or re-appointment of such a person earlier rejected by the shareholders
shall contain a detailed explanation and justification by the Nomination and
Remuneration Committee and the Board of directors for recommending such a person
for appointment or re-appointment.]

'''[(ID) With effect from April 1, 2024, the continuation of a director serving on the
board of directors of a listed entity shall be subject to the approval by the shareholders
in a general meeting at least once in every five years from the date of their appointment
or reappointment, as the case may be:

Provided that the continuation of the director serving on the board of directors of a
listed entity as on March 31, 2024, without the approval of the shareholders for the
last five years or more shall be subject to the approval of shareholders in the first
general meeting to be held after March 31,2024:

Provided further that the requirement specified in this regulation shall not be
applicable to the Whole-Time Director, Managing Director, Manager, Independent
Director or a Director retiring as per the sub-section (6) of section 152 of the
Companies Act, 2013, if the approval of the shareholders for the reappointment or
continuation of the aforesaid directors or Manager is otherwise provided for by the
provisions of these regulations or the Companies Act, 2013 and has been complied
with:

Provided further that the requirement specified in this regulation shall not be
applicable to the director appointed pursuant to the order of a Court or a Tribunal or
to a nominee director of the Government on the board of a listed entity, other than a
public sector company, or to a nominee director of a financial sector regulator on the
board of a listed entity:

Provided further that the requirement specified in this regulation shall not be
applicable to a director nominated by a financial institution registered with or regulated

" Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2023,
w.e.f. 17.1.2023.

Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2022,
w.e.f. 24.1.2022. .
'3 Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2023,
w.e.f. 17.1.2023. . . , . , „ .

Inserted by the Securities and Exchange Board of India (Listing Obligations and Disclosuie Requirements)
(Second Amendment) Regulations, 2023 w.e.f. 15.7.2023.
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by the Reserve Bank of India under a lending arrangement in its normal course o
business or nominated by a Debenture Trustee registered with the Board under ;;
subscription agreement for the debentures issued by the listed entity.

(IE) Any vacancy in the office of a director shall be filled by tlie listed entity at the
earliest and in any case not later than three months firom the date such vacancy:

Provided that if the listed entity becomes non-compliant with the requirement undcj
sub-regulation (1) of this regulation, due to expiration of the term of office of any
director, the resulting vacancy shall be filled by the listed entity not later than the date
such office is vacated:

Provided further that this sub-regulation shall not apply if the listed entity fulfils the
requirement under sub-regulation (1) of this regulation without filling the vacancy.]

(2) The board of directors shall meet at least four times a year, with a maximum time gap
of one hundred and twenty days between any two meetings.

^^[(2A) The quorum for every meeting of the board of directors of the top 1000 listed
entities with effect from April 1,2019 and of the top 2000 listed entities with effect from
April 1, 2020 shall be one-third of its total strength or three directors, whichever is
higher, including at least one independent director.

Explanation 1- For removal of doubts, it is clarified that the participation of the directors
by video conferencing or by other audio-visual means shall also be counted for the
purposes of such quorum.

Explanation 11 - The top 1000 and 2000 entities shall be determined on the basis of
market capitalisation, as at the end of the immediate previous financial year.]

(3) The board of directors shall periodically review compliance reports pertaining to all
laws applicable to the listed entity, prepared by the listed entity as well as steps taken
by the listed entity to rectify instances of non-compliances.

(4) The board of directors of the listed entity shall satisfy itself that plans are in place for
orderly succession for appointment to the board of directors and senior management.

(5) (a) The board of directors shall lay down a code of conduct for all members of board
of directors and senior management of the listed entity.

(b) The code of conduct shall suitably incorporate the duties of independent directors
as laid down in the Companies Act, 2013.

(6) (a) The board of directors shall recommend all fees or compensation, if any, paid to
non-executive direetors, including independent directors and shall require approval
of shareholders in general meeting.

Inserted by the SEBI (Listing Obligations and Disclosure Requirements) (Amendment) Regulations 2018
w.e.l. the dates specified in the provision. '
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(b) The requirement of obtaining approval of shareholders in general meeting shall not
apply to payment of sitting fees to non-executive directors, if made within the limits
prescribed under the Companies Act, 2013 for payment of sitting fees without
approval of the Central Government.

(c) The approval of shareholders mentioned in clause (a), shall specify the limits for
the maximum number of stock options tliat may be granted to non-executive
directors, in any financial year and in aggregate.

^®[(ca) The approval of shareholders by special resolution shall be obtained every
year, in which the annual remuneration payable to a single non-executive director
exceeds fifty per cent of the total annual remuneration payable to all non-executive
directors, giving details of the remuneration thereof.]

(d) Independent directors shall not be entitled to any stock option.

'^[(e) The fees or compensation payable to executive directors who are promoters
or members of the promoter group, shall be subject to the approval of the
shareholders by special resolution in general meeting, if-
(i) the annual remuneration payable to such executive director exceeds rupees 5
crore or 2.5 per cent of the net profits of the listed entity, whichever is higher; or
(ii) where there is more than one such director, the aggregate annual remuneration
to such directors exceeds 5 per cent of the net profits of the listed entity:

Provided that the approval of the shareholders under this provision shall be valid
only till the expiry of the term of such director.

Explanation: For the purposes of tliis clause, net profits shall be calculated as per
section 198 of the Companies Act, 2013.]

(7) The minimum information to be placed before the board of directors is specified in
Part A of Schedule 11.

(8) The chief executive officer and the chief financial officer shall provide the compliance
certificate to tlie board of directors as specified in Part B of Schedule II.

(9) (a) The listed entity shall lay down procedures to infonn members of board of directors
about risk assessment and minimization procedures.

(b) The board of directors shall be responsible for framing, implementing and
monitoring the risk management plan for the listed entity.

^^[(10) The evaluation of independent directors shall be done by the entire board of directors
which shall include -

Inserted by the SEBl (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2018,
w.e.f. 1.4.2019.

Sub^Rut^^d by the SEBl (Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2018,
w.e.f. 1.4.2019. Prior to the substitution, sub-regulation (10) read as follows;
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(a) performance of the directors; and
(b) fulfillment of the independence criteria as specified in these regulations and thei :
independence from the management:

Provided tliat in the above evaluation, the directors who are subject to evaluation
shall not participate.]

^^[(11). The statement to be annexed to the notice as referred to in sub-section (1) of section
102 of the Companies Act, 2013 for each item of special business to be transacted at a genen i
meeting shall also set forth clearly the recommendation of the board to the shareholders o\\
each of the specific items.]

'""[Maximum number of directorships.
17A. The directors of listed entities shall comply with the following conditions with respeci
to the maximum number of directorships, including any alternate directorships that can be
held by them at any point of time -

(1) A person shall not be a director in more than eight listed entities with effect from
April 1,2019 and in not more than seven listed entities with effect from April 1,2020:

Provided that a person shall not serve as an independent director in more than seven
listed entities.

(2) Notwithstanding the above, any person who is serving as a whole time director /
managing director in any listed entity shall serve as an independent director in not
more than three listed entities.

'"'[Explanation,—] For the purpose of this '"'[regulation], the count for the number of listed
entities on which a person is a director / independent director shall be only those whose equity
shares are listed on a stock exchange.]

Audit Committee.

18, (1) Every listed entity shall constitute a qualified and independent audit committee in
accordance with the terms of reference, subject to the following:
(a)The audit committee shall have minimum three directors as members.

"(10) The perjbmiance evalualion of independent directors shall be done by the entire, board of
directors:

Inserted evaluation the directors who are subject to evalualion shall not participate. "
(Listing Obligations and Disclosure Requirements) (Amendment) Regulations, 2018.

W.C.I,

our regulation 17A converted to an Explanation by the SEBI (Listinc
102 " Dificlosure Requirements) (Second Amendment) Regulations, 2021 w.e f 5 5 20''!^ Substituted for "sub-regulation- by the SEBI (Listing Obligations and Disclosure Requirements) (Second
Amendment) Regulations, 2021 w.e.f. 5.5.2021. ciuoiu!,; (,cccona
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T  E ANNEXURE/j^l
Regcl'. Qffice ; 9-10-; GIDC In'd. Esfeto. WaglVodia - 3?J 1 760 pis|.vVaclp#ra, Gujaral. INDIA.
TGlo./Fax: +91 '265 2333755 Wob;'v,uv>f:20micron.s.com H^mail;

eiN: L99999G.J19B7r>LC0097f58

CERTIFIED TRUE COPY OF THE RESOLUTION PASSED BY THE BOARD OF pIRECTORS OF 20
MiCRONS LIMITED AT THEIR MEETING HELD ON 16™ MAY, 2023 AT 11:30 AM, AT THE
epNFERENCE ROOM OF 347, GIDC INDUSTRIAL ESTATE, WAGHODIA,. DIST. ; VADODARA -
391 760.

[a]To consider and approve appointment of Mrs. Sejal R Parikh (DIN: d014d489) ;as Whole-time
Director for a period of 3 [three] years and payment of remuneration ,to her In terms of the
provisions of the Companies Act, 2013.

"RESOLVED THAT pursuant to provision of Section 197, 198 and, other applicable section of the
Companies^Act, 2013 read with rules made thereunder and including modif(catiori(s) or re-enactment(s) "W='
made thereunder and recommendation made by the Nomination and ■RemuneratiGn .Gominittee and ;
subject to ail necessary approvals, if any, including the Shareholders, Mrs. -Sejat R. Parikh (DIN:.
0,0140489) be and is hereby appointed as the WlioIe-time Director pf the, Corrip^^ a period of 3
.[three] years vv.e.f. 01st April, 20,23 on the.terms and eonditiohs- as stipulate'djbe^

I. Basic Salary; Rs.l ,88,625/- per montli with annual increme'nt upd6,'-25^°/o',in the Basic Salary
as may be decided by the Nomination & Remuneration Committee; frorfidime to time.

il. Perquisites: Not ;exceeding 20% of the Basic Salary. The, .detailedj;:cpmponents of the.
perquisites shall be Worked out by the.Company in consultation,with:,GFO.'.

III. In addition to the salary- as, described in (i) above,' she shall be: ■eligible for the follovying
perquisites,.vvhicfv shali not be included in the computation of ceiling: onhemuneration.specified
hereinabove;.

(i) Provident Fundt.Gontribution to Provident Fund,.-Superannuat^^^^ Annuity Fund,
to thejextent these'either singly or put together, "are hot taXabje-Underdbe Ihcome'Tax Act,
1961.' '
(ii) Gratuity; The Company shall pay gratuity as per the GompanY's Rules,:
(iii) Encashment of leave at the end of the itenure

ly.She may be entitled to other benefits as may ,be/available ,to. Senior executives,>
V.Fof all pther:terms and ebnditions not specifically spelt out abpve./the,,rules-and order of the

Company shall apply.
VI.Her office shall be liable to retire by rotation,

Notwithstanding anything to the contrary herein contained, where, ip- pny financial year the
Company, has no profits or-its profits are inadequate, the Company shalFpay/'femuneration by way
of salary and perquisites and ailpwances, .as specified above .subject,to. the limits . as may be
prescribed or amended ih future from time to time'under the provisipnsmfyhe./Gdmpanie's Act; 2013,
Schedule thereof :anci the Rules framed there under as well as any other statutory provisions as may
be applicable.

For 20 !Vlicrons,Ornii:gd ^

(Kcmal.Pandey)
CDrnp-any.-,GeGretafy_

An ISQ.30,01J. 2015 .QgrUflM doOIP-any.
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D1  TML  I

Regd. Office : 9-iO,,GIDC'liid. EslalG, Waghodia - 39.1 760 Disi. Vadodarai GUjarat, INDIA.
Tq(o.iFax: +913>65 2333765 VVob: www.20iTsicrons.com E-mail: b3roda@20mic;fons.com

CIN :L9S999GJi967PLC009768

RESOLVED FURTHER THAT, any of (he Directors of the Company.or.CF.Q or Company Secretary
of the Companyto do all such acts or things including Intimatjon of above appointment to Regislrar
of companies. Gujarat andTo do such acts to.give effect.to above resolution.'"

[b] To consider and approve appointment of Dr. Swaminathan Sivaram (DIN; 0009900) as an
tndepondent Director of the Company,

"RESOLVED'THAT pursuant to the provisions of Section 149, 150. 152 fead..<with schedule 1^'' and
Section 16.1(1) read.vvitirCompanies (Appointment and;Qualificatidn of Directors) Rules, 2014 and
other applicable provisionSi sections, .tules of the.iCompanles Act. 201:3. Regulation 19 reac with
Part-D of-Schedule-II.of;Securities apd Exchange-Bpard. pf lndia (Listlng.Qbligations and Disclnsure
R,equirements]-Regulations,2015 and including, modificationts) or re-enactment(s) rhade Ihereiinder
and as recommended by the. Nomination and Renhuneratipn Comrhiltee, .subje^ necessary
approvals, if any, including.the-.Shareholders approval at the,:ensuing Anhuaf General Meetinn. Dr
Swaminathan Sivafativ(DIN; 00009900) be and is hereby appointed, as an (ndeperiderit Diredor of
the Company, as an Additional Director (Non-Executive & Independent) on the Board o/ the
Company to hold office fill (he conclusion; of .the next Annual .General Meeting,iiarici subject h) the
approval of the members in the ensuing General. Meeting; for appointrnenthdshan Independent
Director to hoid office for a pei-ibd of 5 [five] consecutive ..years from, the date of appointment."

RESOLVED FURTHER THAT, any of the Directors of the Company or CFO ot: Gqmpany Secretary
of-the Company to do; all such acts or things including intimation of abp.vepppoihtnienf,to Registrar
of Companies Guj,arat and to do.such acts.iO:give effect tq above.resolution."

CERTIFIED TRUE GORY.

For 20 JMiccons Limited
i-or^u ft̂ tsrQns'Lnr.ftc-j!?-

(Komoi Psndey)
Compnn.y Seicfote.ry

[Komal Pancley]
C om pa n y S ec reta r^^
Membership no, A37092

Date: 05th September, 2023
Place; Vadodara

TRUE COPY

An J§O 9,001 _l201,5 ,C,q,r3ifigcl Company



ANNEXURE f\'%-
General information about company

Scrip code
533022

NSE Symbol
20M1CRONS

MSEI Symbol
NOTLISTEO

IS IN

1NE144J01027

Name of the enti^ —
20 MICRONS LIMITED

of start of financial year
01-04-2023

Date of end of financial year
31-03-2024

Reporting Quarter
Quarterly

Dale of Report
30-06-2023

RiskmanagetoeiRcofflmincc "
Not Applicable

Market Cnpilalisation as per itnmediate previous Financial Year ^
Top 2000 ILrted entities
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'  Annexure 1

1  Annexure f to i>c submitted by listed entity on quarterly basis

1 T. CooiposHtoa of Beerd of INrMtors

Disclosure of notes on cooipositkin of board of directois cxplanatoiy 1

Whether the listed entity has a Regular Chairpereon yes

Whether Chairperson is related to MD or CEO Yes
DLsqiuHfication of Directors tinder section 164 of the
Companies Act, 2013

Sr

-nue

(Mr

/

m

Name or the

Diivctnr
PAN DIN

C&teeoty 1
ofdiitcm

CsiesocyS
pfOticctPffl

Categoiy

3<if|
tlcnxtots

Dote

:trf
Bbrh

1

Whether iJtt

^nsturU

tSac{oalUiett?

StirtDiteof

dmpialilksmn
End Date or

dSsqnliflcQtkTa
DetuboT

dntjUBlillcsilon
Currait

noa

WlKihor

tpecUl
lesohition

ptascrf?
nicfcrRcs.
17(lA)or
Ustio^

RegolsHoes]

Date of

posang

i^iobmI
rcsoiution

InMal Due

of

epptemmcDi

Oiteof Re.

apptfintincnl
Date of

oesESkx)

Ibnotc

of

(b
nontfai)

No of

Direclorship
ta litied

enthlet

bictudmg
tiufi listed

nitiiyOle&r
Rcgulatioiv
I7Aof

lictmit
RcBubobrai)

PiotH"

Independent

Diruetnrship
in limed

etdifiei

includniB
dds lilted

t^iy
(BcEsr

RtqipiiaitoD
l7A(0of
Urcmg

Regulsttoas

Number of

tncmbcrahbt
in Aodii^

Sttkdiofdcx

Commtttoeft)
includiRg thb
HntsdcDth}'
(Refer

Regulodoa
26(1) of

Reguhi&ms)

No of post
of

Chairpeison

in AudtV

Sukehcridcr

Cotnnuttoc

beUtn

Itstod

entities

incbdinp
ihisKstod

entity (Rcfier
Rqpiliitioo
26(1) of
Ustinx

Regulmiora)

Note* for

nut

ptvviihnx
PAN

Notes fw

not

pzovidios
DIN

I Mr
ILUESKC

PARIKH
ADAPPIOfdH 00041610

Exccume

Dtredor
Chsspcnan MD I

20-

12-

1971

No Active NA 02-07.1998 01-04-2027 36 1 0 2 0

2 Mr
ATILC

PARIKH
AMFPP1395B 00041712

Executive

Dtrecter

Nw
Applteabte

CBO-

MD

04.

09.

1977

No Active NA 39-01.2009 01-04-2022 36 I 0 I 0

a Mn
SEIALR

PARDCH
AOHPFfi046M 00140489

Execvlrre

Director

Not

)

27.

197.1

740 Active NA 04-05-2017 16-05-2033 1.15 I 0 0 0

4 Mr

RAMKISAK

A

DEVfDAYAL

AAEPO^TtieE 0033S85a

Noo-

Esttuttve*

fodcpendcnt
Dtiector

Not

Al^Hcal^
13-

1950

No Active NA 13.10-2007 I3^»'2019 60 3 3 6 4



L Compoiition of Board of Directors

Disclosure of notes on compoihloQ of bosrd of directors expUnator)'

Tttic

(Mr
/

Ms)

NAmeol'ibtf

Dirocior

Cttcjfory 1
of directors

OOi^ury

3 of

directon

Whcfbcr the listed entity has a Kegular Cbairperson

Cstryory
3crf

direciocs

Dutu

or

Bioh

Whether (he

«lirccarb

dtn^usUfled?

StntDoteof

dtsqaaUfieaiion
EodDtueoT

disquslincsuoa
DcuiUoC

dbqualifiaaica
Cunou
qafm

Whether

spocUl
rcwtuHon

[Mtscd?
[Refer Reg.
17(1 A) or
Listing

Re^atiaQs]

Onto of

PftMlflS

tpccial
fOOlutlCQ

TnidiU Usto

of

Vpoiotmcnt

Oateof Ro>

•ppunmient
DMeuf

cessaHm

No of

No of hskpeitdere
Dtxecuuvhip Obcctinbip

in listed in listed

Teoure eiRities euthlef

of (KChldiRg bchidlng
sfkccscr tbia listed this listed

(ia entity (Rc&r entity
months) Regulation (Refor

ITAof RctfuUtion
listing 17A(l)of

Rcgul^Rioni) Lutios
R^uituioos

Nionbcrof

n>enihcnihJ(«
iD Audits

Sttkd¥)lder

CommiRar(s)
includiiis ihh
Estodcstity
(IWirr

RcfQlAtion
2<(l)af
Listii^

RfiSalMim)

No of post
of

dKivpetson
ia Audhf

Stnktffcoidiir

CMiuBittn

hetdin

Ibied

cnliiies

iodudtog
this Ibtvd

cndty (Refer
Rcgalstktn
26(1) of
Lhidng

Rcfolitioos)

Notes for

act

prtnidnis
PAN

Notes for out

providhigDIN

ATULHPATPL AAAPWaJOL

Non*

Execuitve-

lodependoR
f>iicctor

Nvl

AppReiMe

20-

12-

t950

AJAY I RANKA

Noo*

Execudve-

ifldependem

Diieetor

Not

Applicable

24-

10.

I9J6

lAIDEEPU

VERMA

Ntjo.

Executive-

hufepeodcnl
Dixeetor

Not

Appllcuble

02-

lU

1967
i3-0fl-20l9

SWAMINATKAK

SIVARAM

Nod.

Executive-

IndepcodccI
Ducotor

Not

Applicable

04-

11-

194«
Tbxutol

li>fonnattoo(l)



Audit Conimittee Dctaiif

Whether the Audit Committee has 8 Regular ChairpcrsoD Yes

Sr
DIK

Number

Name ofComntittee
, memberii Chtegoiy 1 ofdirectors

Category 2 of
directors

Dote of
Appointment

Date of

Cessation
Remarks

1 002388S3
RAMKISANA
DEVIDAVAL

Ndn-Bxecutive -
Indepemleot Director

ChairpCTSon 264)4-2008

2 00009S87 ATULHPATEL
Nm-Execuiive •

lodepeudeM Director
Meitdtsr 194)5-2011

3 01676073 AJAVIRANKA
Noo-Ewcutivc-
Indqtendent Director Member 28415-2019

4 00041610 RA3ESHCPARIKH Executive Director Member 104)8-202]



^omlnatloii and mauaenitian committee

Whether the Nominatktn and (emuneratioa commiuec Im a Regular Chofapersou Yos

Sr
DIN

Number

Name of Committee
membefi)

Categoty 1 ofdltcctots
Category 2 of

directoiB
Date of

Appointment
Date of

Cessation
Renutfcs

1 002388S3
RAMKISANA
DEVTDAYAL

Noot-Execirtive -

Independent Director
Cbtuipenoo 24-05-2014

2 00009587 ATULHPATEL
Mm-Executive -
lodcpeudcat Director

Member 24-05-2014

3 00323385 JAlDEEPBVERhU
Non-Executivo -
Independent Director

Member 28-05-2019

4 00041610 RAJESHCPARIKH Executive Director Member 1(M)8.2021



5^

Stakeholdm Retatlonship Commttw
YesWheUwr tfw Siakriioldcts Rctofonship Committee has a RegntarChahpcfSoa

Date of
Cessation

Date of
Appointment

Catogofy 2of
dicectoni

Rcmatks
Name orComnuttee
)  memtKfs

Category 1 ofdiieetowDIN
Number

Non-Executive - I9-«5-201Iramkisana
DEVIDAYAL

Cbaicpenon
Independent Director00238853

2941-2009MemberExecuuve DirectorRAJESHC PARIKH00041610
2845-2017MemberExecutive Dire^orATIDC PARIKH00041712



Rlfk Managemeiit Cominittee

WlKithcr the Management Connnhtee has a Regular Chaitpcrsoa

Sr
DIN

Number

Nome of Committee

membeni

Category 1 of
directon

Catcgoty 2 of
directors

Dote of

Appointment
Date of

Cessation
Remarks



Corporate SocUJ RejpenMiUfy CoramMee '—

Whcther tiie Coipotaic Siocial Rei(ponslWlity Commitrcc has a Regular Chohpefson Yea

Sr
DIN

Number

Name of Commiuee
members Cntegoiy 1 ofdinxtoK Category 3 of

diteclons
Date of

Appointmeat
Date of

Cessation
Remarlci

I 00041610 RAJESHCPARIKH Executive Director Chaiipetson 1048-2021

2 00238853
RAMKISANA
DEVIDAYAL

Noa-Gxecutive •

Tiidqpendenl Director Member 25-05-2017

3 001404SO SEIALRPARIKH Executive Director Member 24-05-2018



Other CoDimittee

Sr DINKumber Name of Committee members

1

1

J

Catcgoiy 1 of directors Category 2 of directors Renuuks



Annexure1

AnBexure 1

UL Meeting flf Board of Directors

Oisclosiiie ofnotes on meeting
ofboaidofdit^ars

explanatoiy

Sr

DalG(s) of
meeting (if
any) In the
p^oos
quarter

Datcfs) of
meeting (if
any) in die
ctnient

quarter

Maximimigap
between any two
oonsecutivB (in
number of days)

Notes fin

not

providing
Date

Whether

requirement of
Quorinn met
(Vcs/No)

Ibtsl Number

ofDirectois

as on date of

the meeting

Number of
DiiGiHois present*
(All diteoliKs

including
Independent
Director)

No. of

Independent
Dirtxtora

attending dtc
meeting*

I 254)1^023 i Yes 7 7 4

2 16-05-2023 no Yes 8 7 4



Annexurc 1

Disclosure of notes on ineeting ofcomnuttiecs explanatory

Sr
Name of
Committee

Diile(s)of
ineeting

(Enter dates
ofPreviouB

quarter and
Curtent

quarter in
ciuvDological

order)

Maximum

gap
between

any two
consecutive

0n number
of days)

Name of
other

committee

Reson for
not

providing
date

Whether
requirement
ofQuorum

met

(Yes/No)

Total

Number of
Directors

in the

Committee
as on date

of the

meeting

Nttmborof
Directors

Preseitt(All
Diiectms

including
Independent
Director)

No. of
Independent
Diicctors

attendmg
the

mtscting*

members

attending
the

meeting
(other
than

Board of
Dirtxtors)

1
Audit

Committco
254)1-2023 Yes 4 4 3 0

2

Nomination

and
temuneratlon
emntnittee

29-04-2023 93
Yes 4 4 3 0

3
Audit
Committee

164)5-2023 16 Yes 4 4 3 0



Annexurc1

V. ReUted Parly Traatactiom

Sr Sabject Compliance stains
lYes/hTufNA)

If status is "Ntf details ofnoit-
compliasce nu^ be given here.

1 Whether prior approval of audit. comimtiBe obtained Yes

2
Whedwr shoidKktder approval obtained ibr inatetial
RPT

NA

2

Whether details of RPT entered into pursuant to
omnibus approval have been reviewi^ by Audit
Committee

NA

Disoloaure of notes on

idoeed party tnutsacliov



Annexure1

VL AmneatfoiM

Sr Subject Conq>>iance status
(Yes/No)

I
The composition of Boxrd of Ditectors iii inteims of SEBI (UstiDg obligstioaa nod disctocuK lequkements)
Regulatioiu, 201S Yes

2
The composition of the following uommilteei is in tenm ofSBBlfListing obligniions and diseloiiute
requirements) Regulations, 2015 n. Audit Committee Yes

3
The composition of the following committees is in terms of SEBI(IJsi(ing obligatioas and disclosure
requirements) Regulations, 2015. b. Nomination & remuneration committee Yes

4
The composition of the following committees is in terms of SEBI(Listing obligations and disclosure
requirements) Regulations, 2015. c. Stakeitoldos relationship committee Yes

5
The composition of the followiog committees is in terms of SGBl(Listins obilgations and disclosure
requirements) Rt^ations, 2015. d. Rislc management committee (at^Kcabie to the top 1.000 listed entities) •NA

6
The committee members have been made aware of their powers, tole and retgxmsibiiities as specified m SBBt
(Listing obligations and disclosure rcquitcmonts) Regulations, 2015. Yes

7
The meetings of the board of directors and the above commiuees have been conducted in the manner as specified
in SEBI (Listing obligations and disclosun: icquironents) Regulations, 2015. Ves

8 This report and/or tiK tqtort submitted in tiie ptcvious quarter has been placed before Board of Ditectors. Yes



Annexure 1

Sr Subject

Nsmeofsignmory

Designation

Compliance status

KOMALPANDEY

Cotnnany Secretary and Compliaoce Qgicet

1 I



Ly

Signatory Details

Name of signatory KOMAL PANDEY ——

Desi^nadon ofpmtm Company SSecrotaiy and Compliance Officer
Place WAOHOD/A —

Date 18^-2023 —

TRUE COPY



I  ANNEXURE f'r-5
EgGmail

Fwd: Clarification - Corporate Governance Report
1 message

Komal Pandey <co_secretary(g)20microns.com> Wed, 26 Jul 2023 at 19:03
To: Aditya Tiliu <cs@20nano.com>, Nishith Mehta <nishith@20microns.com>

Piz prepare reply and keep in CG folder

Sent from Outlook for Android

From; neaps@nse.co.in <neaps@nse.co.ln>
Sent: Wednesday. July 26.2023 6:58:34 PM
To: Komal Pandey <co_secretary(Q)20microns.com>
Subject: Clarification - Corporate Governance Report

Dear Sir/ Madam.

"^his has reference to the Corporate Governance Report submitted by the Company to the Exchange for the
quarter ended June 30,2023

On analysis of the same, following is observed:
1. As per Reg. 17(1 A) of SEBI LODR Regulations, 2015, No listed entity shall appoint a person or continue the
directorship of any person as a non-executive director who has attained the age of seventy-five years unless a
special resolution is passed to that effect, in which case the explanatory statement annexed to the notice for
such motion shall indicate the justification for appointing such a person.
it is observed that Mr. Swaminathan Sivaram is exceeding 75 years during the quarter ended June 30,2023
and No Special Resolution is passed in this regard.
Hence, you are requested to kindly share Special Resolution along with the Explanatory Statement passed for
appointment/ continuation of the directorship of the Mr. Swaminathan Sivaram.
2. Change in category of Director The category of the Director Mrs. Sejal Parikh is changed from Nor-Executive
Director (NED) for the quarter ended March 31 2023 to Executive Director (ED) for the quarter ended June 30,
2023.

You are therefore requested to furnish the relevant details/provide explanation to the Exchange on ths above
observation on immediate basis. The reply is to be submitted on the following Path in NEAPS:

^p)mpliance -> Periodic Compliance -> Corporate Governance -> CG Adequacy and Accuracy
If adequate reply is not submitted, actions as prescribed vide SEBI Circular dated January 22,2020 shall be
taken for Non-Compliance with certain provisions of Listing Regulations.

This is a system generated email. Please do not reply to this email. In case of any query, please feel free to call
on Toll free no. 1800 266 0058

Regards,
Listing Compliance Department
National Stock Exchange of India Limited

TRUE COPY
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/^NEXURE A-H

L  I M I T E

CIN # L99999GJ1987PLC009768

Regd. Office: 9-10, GIDC Industrial Estate, WAGHODIA, DIst.: Vadodara, 391760
Ph. # 75 748 06350 E-Mail: co secretarv@20microns.com

Website: www.20microns.com

27"' July, 2023 ~ ~

To:

National Stock Exchange of India Limited
Listing Deptt

Exchange Piaza, Bandra - Kuria Complex,
Bandra [East], MUMBAI - 400 051
SCRIP SYMBOL - 533022.

Dear Sir/Madam,

Re: Clarification - Corporate Governance Report for the quarter ended 30.06.2023.

This has reference to your E-maii dated 26.07.2023 for the clarification for the captioned report.

In this connection, we would like to inform/submit reply to your good office as under:

Sr.

No
Observations Reply to observations

As per Reg. 17(1 A) of SEBI LODR Regulations.
2015, No listed entity shall appoint a person or
continue the directorship of any person as a
non-executive director who has attained the age
of seventy-five years unless a special resolution
is passed to that effect, in which case the
explanatory statement annexed to the notice for
such motion shall indicate the justification for
appointing such a person.
It is observed that Mr. Swaminathan Sivaram is
exceeding 75 years during the quarter ended
June 30, 2023 and No Special Resolution is
passed in this regard.

Hence, you are requested to kindly share
Special Resolution along with the Explanatory
Statement passed for appointment/ continuation
of the directorship of the Mr. Swaminathan
Sivaram.

As recommended by Nomination and
Remuneration Committee and in the opinion of
the Board, Mr. Swaminathan Sivaram is a
person of integrity and possesses relevant
expertise and experience. Hence the Board of
Directors at their meeting held on IS*' May,
2023 appointed Mr. Swaminathan Sivaram (DIN:
00009900) in the category of Additional Director
(Non-Executive, Independent Director).

As per the provisions of Reg. 17 (10) of SEBI
LODR Regulations, 2015, the listed entity
shall ensure that approval of shareholders
for appointment [re-appointment] of a person
on the Board of Directors [or as a manager] is
taken at the next general meeting or within a
time period of three months from the date of
appointment, whichever Is earlier.

In this regard, we would like to inform that at the
Se"" Annual General Meeting of the Company is
scheduled to be held on Thursday, 10"' August,
2023 at 11 ;00 am. Where the special resolution
is proposed and it is as per the timeline
prescribed as per Reg. 17(10) of SEBI LODR
Regulations, 2015.
The date of special resolution mentioned as 1S*"

lof2



a

May, 2023 was due to technical error as the
format required to fiii up was in the form of t^D-
MM-YYYY and we were not allowed to menJon

as "Not applicable" due to validation error.

Change in category of Director The category of
the Director Mrs. Sejai Parikh is changed from
Non-Executive Director (NED) for the quarter
ended March 31 2023 to Executive Director (ED)
for the quarter ended June 30,2023.

Mrs. Sejal Parikh (DIN;00140489) was
appointed as Non-Executive Director of !he
Company w.e.f.04.05.2017. Considering the
active participation of Mrs. Sejai Parikh in the
business activities and to broad base the

executive directorship in present board
structure, it was recommended by the
Nomination and Remuneration committee and

accordingly the Board of Directors at their
meeting held on 16"' May, 2023 proposed to
appoint her as a Whole time Director of the
Company for the term of 3 years w.e.f. 1 et" May,
2023 subject to approval of shareholders at the
ensuing SB"" Annual General Meeting..

Here once again we wouid like to draw your kind
attention to Reg.17 (1C) of SEBi LODR
Regulations, 2015 where timeline of 3 (thrae)
months within the date of appointment is
specified to get the approvai of sharehoiders for
appointment/reappointment of a person on the
Board of Directors.

We have also proposed the special resolution
for appointment as the Whoie-time at .he
ensuing 36"' Annual General Meeting.

Hope the matter is clarified in a totality to the satisfaction of your good offices. We regret for the
inconvenience caused.

We now request your good offices to kindly take the oaptioned report on records.

Thanking you,

Yours faithfully

For 20 Microns Limited

komal

pandey

ii Digitally signed
Aby komal pandey
l.j3ate; 2023.07.27

17:16:41 +05'30'

[Komal Pandey]
Company Secretary

Membership # A-37092
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ANNEXURE -/) S-

Clarification - Corporate Governance Report
1 message

neaps@nse.co.ln <neaps@nse.co.in> Wed, 9 Aug 2023 at 11 ;46
To: Komal Pandey <co_secretary@20microns.com>

Dear Sir/ Madam,

This has reference to the Corporate Governance Report submitted by the Company to the Exchange for the
quarter ended June 30,2023

On analysis of the same, following is observed:
1. This is further to respond received from you dated July 27,2023
We would like to draw your attention, the company is not in compliant with the Provisions of Reg 17(1 A) of
SEBILODR Regulations, 2015, As Mr. Swaminathan Sivaram is exceeds 75 years during the quarter ended
June 30,2023 and no Special Resolution is passed in this regard.

You are therefore requested to furnish the relevant details/provide explanation to the Exchange on the above
observation on immediate basis. The reply is to be submitted on the following Path in NEAPS:
Compliance -> Periodic Compliance -> Corporate Governance -> CG Adequacy and Accuracy

If adequate reply is not submitted, actions as prescribed vide SEBI Circular dated January 22,2020 shall be
taken for Non-Compliance with certain provisions of Listing Regulations.

This is a system generated email. Please do not reply to this email. In case of any query, please feel free to call
on Toll free no. 1800 266 0058

Regards,
Listing Compliance Department
National Stock Exchange of India Limited

TRUE COPY
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HELD AT_ .ON. . TIME.

Minutes of the 36^" Annual General Meeting of the Shareholders of 20 Microns
Limited held oh Thursday, the IC" day of August, 2023 at 11.00 AM, through Video
Conferencing/Other Audio Visual Means. The, venue of the meeting shall be deemed
to be Conference Room of Plot no. 347, GIDC Industrial Estate, Waghodia, Dist.;
Vadodara-39i760, Gujarat, India;

Commenced at 11.00 AM

DIRECTORS PRESENT:

Concluded at 11.30 AM

Sr. No. Name Desianation

1 Mr. Rajesh C. Parikh (DIN:00041610) Chairman and Managing Director &
Member

2 Mr. Atil C. Parikh (DIN;00041712) CEO & Managing Director &
Member

P Mrs. Sejal R. Parikh
(DIN;00140489)

Whole-time Director

i4 Mr. Atui Patel (DIN:00009587) Director & Member.

; 5 Dr. Ajav Ranka (DIN.01676073) Director 8i Memfcier

i ^ Mr. Jaideep Verma
(DIN 00323385)

Director

!7

j

Mr. Ramkisan Devidayal (DIN:
00238853)

Director & Member

Chairman of Audit, Nomination &
Remuneration and Stakeholders

Relationship Committees
8. Dr.Swaminathan Sivaram

(DiN;G60099d0)
Additional Director-Category
independent

Other panelists:

ST. No. i Niame Designation
1  1 Mr. N R Patel Chief Financial Officer & Memtier

2  j Mrs. Komal Pandey Company Secretary
3  1 Mr. Pranil Shah Sr. Finance Controller & Member

4  j Mr. Gaurav Parmar Partner of Manubhai Shah & LLP.,
Statutory Auditors

5  ; Mr. Umesh Parikh ! Partner of Parikh Dave &
j  1 Associates, Scrutinizer and
!  I Secretarial Auditors

Chairman:

Mr, Rajesh C Parikh, Chairman and Managing Director of the Board chaired the
meeting.

Quorum:

47 Members, were virtually present at the time of cotnmencement of meeting.
Accordingly, as the requisite Quorum was present as per Section 103 of the
Companies Act, 2013. the meeting was called in order.

Introduction:

The Company Secretary, Mrs. Komal Pandey, while vyelcoming the Shareholders
introduced .the Directors. She also addressed the attendance of other penalists who
has attended the meeting

Chairman address to the members:
Thereafter Mr. Rajesh Parikh. Chairman & Managing Director addressed the
shareholders and gave a brief about the performance and working of the Company,
gave general background etc. of the Company,

CHAIRMAN'S INnTAL.S

20ML Se"" AGM Minutos - 10.08.2023
Page i or S



MINUTE BOOK PAGE NO.

HELD AT.. .ON. TIME.

Inspection of Statutory Realatarg;
The Company Secretary, fiilrs. Komal Pandey infotihed that , necessary statutory
registers and other documents as required under the applicable provisions of
Companies Act, 2013 were made available for online ihspectibh to the members
throughout the meeting.

Notice Of the Meeting and Auditors Reports:
vyith the consent of the members, the Notice of the Meeting and Directors' report
which was already circulated to the members were taken asi read and the Company
Secretary informed the Shareholders that since there were lib qualifications or
adverse remarks in the Auditors' Report, the same was not required to tie read in
terms of the provisions of Section 145 of the Companies Act, 2013.

BUSINESS OF THE MEETING:

As advised by Chairman, Company Secretary proceeded. Writh the business of the
Meeting for the items as per the notice of the Annual. General Meefing one by one.

Question / queries from shareholders and reply to the same:
Thereafter questions and queries were invited from Shareholder registered as
Speaker. There were two shareholders who had reqiielsted as speaker for the
meeting namely Mr. Kirti Shah and Mr. Darshit Shah. Out. of them, Mr. Darshit Shah
was present in the meeting.

Mr. Darshit Shah asked the management regarding, few points such as products
mani^actured by 20 Microns Limited and 20 Microns Nano Minerals Limited, role of
subsidiaries in business strategy, production b^Pcicijty;^
the'.Dompahy for the last two years and future prospectus.

All the: questions were answered by the Chairman and Managing Director and CEO
& Managing Director to the satisfaction of stlarehbider who was: requested as
speaker in the meeting.

Remote E voting and Voting bv poll during AGM:.
Company Secretary informed that pursuant to the provisioris of Section 108 of the
Conipanies Act, 2013 read with Rule 20 of the Companies (Management and
Administration) Rules, 2014, the Company has provided remote e-Voting' facility to
the members, of the Company in respect of Ordinary arid Spebial busihess to be
transacted at the 36" Annual General Meeting. The remote e-Voting commenced on
7" August. 2023 at 10.00 A.M. and ended on 9" Aujgust, 2023 at 5.00 P.M.

|1 was also announced that the members who were present in the AGM and had not
cast their votes on the resolutions through rembte e^vbtirig werb eligible tb vote
through remote e-voting till 15 minutes of the; conclusibh of this, A^
members who had not cast their vole by remote e-Votingj

Scrutinizer report and result of e-votina:
It was informed that Mr. Umesh Parikh. Partiier of PSrikh Dave & Associate.
Practicing Company Secretaries from Ahmedabad have been appointed as
Scrutinizer to supervise the process of remote e-vbting in faiir and transparent
manner.

The Company Secretary further informed that the result of voting would be declared
within , two working days of the conclusion of the Afiriual General Meetihg after
receipt of scrutinizer s report and the same will be available on the website of the
Company and will also be intimated to the Stock Exchanges and NSDL along with
Report of the Scrutinizer, as per the relevant provisions of the Companies Act. 2013
and the listing regulations

.A.IRM.-\NVS INiriM ̂
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The Resolutions for Ordinary and Special Business as set out in the Notice of 36'*"
Annual General Meeting duly approved by the memtsers with requisite majority.

After completion of all the agenda Hems, Ms. Komal Pandey informed the
shareholders/who could not cast their votes during remote e-voting period could now
exercise the same during next 15 minutes thereof.

After ensuring that all the memhers present had cast their votes, the Chaifrfian
concluded the meeting with vote of thanks to all the shareholders of the Gonipahy for
attending the meeting. He also expressed his gratitude to the shareholders for the
support extended to the Company.

Since no other matter was left to be transacted, the Company Secretary conveyed
sincere thanks to the Directors and Members of the Company for sparing their
valuable time for attending 36"^ Annual General Meeting of the Company.

Result of the remote e-Voting arid Voting by poll during the AGM on the
Ordinary and Special Business at the 36"* Arinual General Meeting of the
Company held at 11.00 A.M. on Thursday, the 10"' Day of August^ 2023 through
VC/OAVM at the common venue at the Conference Room of Plot no. 347, GIDC

Industrial Estate, Waghodia, DisL: Vadodara-i391760, Gujarat, India

Ordinary Business:
Resplution No. 1 (ORDINARY RESOLUTION)
Consideration and adoption of Audited, Standalone and Consolidated Financial
Statements of the Company. Reports of Board of Directors" and Auditors' for the
year ended on 31" March, 2023:-

Partlcula

rs

Remote E-votIng E^votlng at
AGM

TOTAL Percerita

ge

Numb ;
er

Shares Numb

er

Share

s

Numb

er

i  Shares

Assent 93 ;
I
1

183586

is
2 1025 95 j  183597

!  03
100.00

Dissent 2  ! 55 0 0 2 i  55 Neqiiqible
TOTAL

1
..1

183587

33

2 1025 97 j  183597
I  58

100.00

Resolution No. 2 (ORDINARY RESOLUTION)
Declaration of final dividend on Equity shares @ Rs. 0.75 (15%) per share for the
financial year ended 3 March, 2023.
Partlcula

rs

Remote E-voting .ETVptlrigat j
AGM !

TOTAL 1 Pereenta
i  ge

Numb I

er t

Shares Numb

er

Share j
s  !

Numb

er

Shares 1

Assent 93 i 183586

78

2 1025.1 95 1.83,59,7
03

I  100.00
i

Dissent 2  i 55 0  ; 0 : 2 55 1 Neqiiqible
^  TOTAL 95 ' 183587^

33

2
i

1025 97 18359758 i  100.00

Resolution No. 3 (ORDINARY REiSOLUTlON)
Re-appointment of Mr. Atil C. Parikh (DIN # 00041712) Director, who retires by
rotation:

i Partlcula

rs

Remote E-voting E-voting at
AGM

i  TOTAL
1

Pereenta

ge
Numb Shares Numb Share ' Numb i Shares
er er s er

j  Assent
1

i

87 172980

76

2 1025 ;  89

ir
1-

172991

01

98.55

<L:
1, cGai®^■shlh^ALS
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I

1 Dissent 7 254873 1 0 1 0 7 254873 1.45
i  TOTAL 94 17552949 i 2 i 1025 96 17553974 100.00

SPECIAL BUSINESS:
Resolution No. 4 (ORDINARY RESOLUTION)
Ratification of remuheratipn payable to Cost Auditors for tfie year endihq on 31*'
March; 2024:

Particula
rs

Remote E-votihg E-voting at
AGM

TOTAL Percenta

ge
Numb

er

Shares Numb

er

Share

s

Numb

er

Shares

Assent 88 183584

79

2  1 1025
i

90 183595

04

100.00

Dissent 7 254 r  0 ; 0 7 254 Neqliqlbie
TOTAL 95 18358,7

33

2  i 1025
i

97 183597

ss:
100.00

Resolution No. 5 (SP.ECIAL RESOLUTION)
Appointment of Mrs.. Sejial Rajesh F'arikh (DIN - 00140^189) as the Whole-time
Director;

Particula j Remote E-votIng
rs i

E-voting at
AGM

TOTAL Percenta

ge
; Numb
;  er

Shares Numb 1 Share
er s

Nurhb

er

Shares

Assent. 1 88
•

00oo.oc
O•

OC
2 1025 90 181048

25;

98,61;

Dissent :8v 254938^ 0 0 8 254938 1.39
TOTAL

■

96 183587

38

2 1025 98 183597

63

1OO;O0

Resolution No. 6 (SPECIAL RESOLUTION)
Appointment of Mr: Sivaram Swaminathan (DIN - 00009900) as an Independent
Director:

! Particula
!

1  ra

Rernote E-v6ting E-voting at
AGM

TOTAL Percenta

ge

i Numb

1  ar

Shares Numb

er

Share

s

Numb

er

Shares

Assent 90 183584

76

2 1025 92 183595

01-

100:00
i

Dissent 6 262 0 0 6 262; l^egligible i
TOTAL :96 183587

38

2 1025 98 183597
63

100:00

Resolution No. 7(SPEblAL iRESOLUTION)
^ayment of Commission to the. Non-Executive Directors of the Comoariv.
' Particula

rs

Remote E-yoting E-voting at
AGM

TOTAL Percenta

ge

i
(

Numb

er

Shares Numb

er

Share

s

Numb

er

1 Shares

1  Assent
1

85 183571

57

2  j 1025
1

87 j  183581
I  82

99:99^

Dissent 9 1344 0 1  Q. 9 1  1344 0.01
j  TOTAL 94 183585

1  01
2 1  1025 j 96

}

1  i

;  183595

L... 26
100.00

Resolution No. 8 (SPECIAL RESOLUTION)
Consider and approve Circular of acceptance of Unsecured (l^ixed Dj
Company from shareholders:

the

cfiSlRMAN'S INITIALS
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Particula

rs

Remote E-voting E-voting at

AGM J
TOTAL Percenta ;

ge

Numb Shares Numb Share Numb Shares

er _] er s er

Assent 87 181028

77

2 1025 89 181039

02

98.61

Dissent i 8 255856 0 0 8 255856 1.39

TOTAL i  95
1
J
t

183587

33

2 1025 97 183597

58

100.00

The Resolutions for Businesses as set out at .iterh No. 1 to 8 in the Notice
of 36'-'' Annual General Meeting duly approved by the members with
requisite majority, are recorded hereunder:

RESOLUTION NO. 1 ORDINARY RESOLUTION;

To receive, consider and adopt the Standalone and ConsoHdated
Audited financial statements of the Company for the year ended

3ist March, 2023 including statement of Profit and Loss and
Cashflow Statement for the vear ended 3lst March. 2023. Balance
Sheet as at that date and the Directors" and Auditors' Reports
thereon.

"RESOLVED THAT Standaldhe and. Conspiidated Audited Balance Sheet
as at 31st March, 20'23, Statement of Profit aniJ Lqss fbr the year erided
31st March, 2023 along with notes, on Financial, Staternents, Cash Flow
Statement for the year ended 31st March; i023,; Directors' and Auditors'
Reports for the year 2022^23 as circulated to the members be and are
hereby approved and adopted."

RESOLUTION NO. 2 ORDINARY RESOLUTION:^

To declare a Final dividend of 15 <Vb per eoultv share of Rs.5 each

i.e. Rs.0.75 per equity share for the Financial Year 2022-23.

"RESOLVED THAT the final dividend of 15 % per Equity Share of Rs.5
each i.e. Rs.0.75 per Equity Share on 3,52,86/502 fully paid Equity
Shares of Rs.5/- each, for the year ended 31st March, 2023 be and is
hereby declared and approved arid the same be paid and distributed
among the Equity Shareholders, whose names appeared on the Register
of-Members of the Company as on 26'*' July, 2023 after giving effect to all
valid transfers in respect of shares held in physical form and the members
whose names appeared on the statement of beneficial owners furnished
by NSDL and CD5L at the end of business hours, on 26"*" July, 2023, In
respect of shares held in dematerialised form."

RESOLUTION NO. 3 ORDINARY RESOLUTION:

To appoint a director in place of Mr. Atll C. Parikh fPIN:
00041712J who retires bv rotation and being elioible. offers

himself for reaoDointinent.

"RESOLVED THAT Mr. Atll C. Parikh (DIN: .00041712), Director, who
retires by rotation under the Articles 149 to 152 of the Articles of
Association of the Company and being eligible offers himself for re-
appointment be and is hereby re-appointed as Director of the Company."

CHAIRMAN'S INITIALS
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SPECIAL BUSTNFSfi-

RESOUUTgN NO. 4 ordinary resolution;
To rgtify the reniuneration of Cost Auditors for the financial year
ending March 31. 202A.

"RESOLVED THAT pursuant to the provisions of Sed:ion 148 and other
applicable provisions, if any, of the companies Act, 2013 read with the
Companies (Audit and Auditors) Rules, 2pl4 (including any statutory
rhodificatioh(s) or re-enactrTient(s) thereof, for the tiine being in force),
the remuneration of 'Rs.90,000 p.a pius applicable taxes and out of
pocket expenses, as recommended by the Audit Committee and as
approved by the Board of Directors to be pafd to M/s; Y.S. Thaker & Co.,
Cost Accountants (Registration Number 000318) appointed fay the Board
of Directors of the Company, to conduct the. audit of cost records of the
Cornpany for the financial year ending March 31, 2024, be and is hereby
ratified.

SPECIAL REShl IITTni^. -
Seial R. Parikh as a Whole timt. Director of

RESOLUTION NO. S

Appointment of Mrs.

the Company.

"RESObVED THAT pursuant to the provisions of Sections 196, 197, i98,
schedule V and any other applicable provisions, if any, of the Act
(Includjng. any statutory modificatioh(s) or ffe-enattment. thereof, for the
time being, ill force) and the Companies (Appointrtieht & Remuneration Of
•^ahagerial Personnel) Rules, 2014, as bhiended: from time to time,
Regulation 17(6)(e) of SEBI (Listing Qbligatipns and Disclosure
RequTrements) (Amendment) Regulations, !2018 and other bpplieable
provisions of SEBI Listing Regulations, for the time being in force), and
the Article of Association of the Company and based Oh the
recommendation of the Nomination and Remuneration Committee and the
approval of the Board of Directors, the consent of members of the
Company be and is hereby accorded for the appointment of Mrs. Sejal R.
Parikh (DIN; 00140489) as a VVhole time Director of the Company, liable
to retire by rotation, for a period of 3 (three) years with effect from IS*"
May,2023 on the terms and conditions including the remuneration as set
out in the explanatory statement annexed to the notice cOnv.enihg this
AGM.

RES.OLVEp FURTHER THAT the Board of Directors: be and is hereby
autho|ised to alter and vary such terms and conditions as it may deerh
appropriate In relation to her appointment as the Whole time Director of
the Company, in compliance with the applicable provisions of the Act,
other applicable laws and SEBI Listing Regulations.

RESOLVED FURTHER THAT where in any financial year during her
tenure, the Company has no profits or profits are inadequate, the
remuneration as provided in explanatory staterrients shall be paid as
minimum remuneration in compliance with applicable law notwithstanding
that such remuneration may exceed the limits.

RESOLVED FURTHER THAT the Board of Directors of the Company
(which term shall be deemed to hereinafter include any Committee of the
Board constituted to exercise its powers, including the powers conferred
by this Resolution), be and is hereby authorised to take^11 such steps
may be necessary, proper and expedient to give effect to

INITIALS
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RESOLUTION NO. 8 SPECIAL RESOLUTION: -

3

RESOLUTION NO. 6 gPECIAU RESQLUTyON; -
AoDointment of Dr. Sivarama Swaminathan as an Independent
Director of the Company.

"RESOLVED THAT pursuant to the provisions of Sections 149 and 152
read with Scheduie IV and other applicable provisions, If any, of the
Companies Act, 2013 ("the Act") and the Companies (Appointment and
Qualification Of Directors) Rules, 2014 and the applicable provisions of the
Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (including any statutory
modification(s) or re-enactmerit(s) thereof, for the time being in force).
Dr. Sivarama Swaminathan (DIN: 00009900), who was appointed as an
Additional and Independent Director and who holds office of Additional
Director (Category Independent Director) up to the conclusion of this
Annual General Meeting and being eligible, and in respect of whom the
Corripany has received a notice in writing under Section 160 of the Act,
from a member proposing his candidature for the office of Director, be
and is hereby appointed as an Independent Director of the Company, not
liable to retire by rotation and to hold office for a term of 5 (five)
consecutive years on the Board of the Company I.e. up-to 09.08.2028"

RESOLVED FURTHER THAT pursuant to the provisions of Regulation 17
(lA) of Securities arid Exchange Board of India (Listing Obligatioris and
Disclosure Requirernehts) (Amendment) Regulations, .2018 approval be
and is hereby granted for reTappoihtment ; as well as continuing the
directorship of Dri Sivarama Swarninathan as an Independent Director of
the Company who has attained the age of 75 years."

RESOLUTION NO. 7 SPECIAL RESOLUTION: -

Payment of Commission to the Non-Executive Directors.

"RESOLVED THAT pursuantlto Section 197 (1) (ii) (A) of the Companies.
Act, 2013 and SEBI (Listing Obligations and Disciosure Requirements)
Regulations, 2015, the consent of the Shareholders be and is hereby
accorded to pay a commission up to 1% of the net profits of the
Company, computed in the manner laid down In Section 198 of the

Companies Act, 2013 to the Non-Executive Directors of the Company for
FY 2022-23, 2023-24 and 2024^25 as may be considered decided by the
by Board of Directors of the Company, In the manner as it may deerh fit
in its absolute discretion."

RESOLVED FURTHER THAT any one of Mr, Rajesh C Parikh, Chairman &
Managing Director, Mr. Atil C..,Paril<h, CEO & Managing Director, CFO & CS
of the Company be and are hereby severally authorized to do such acts,
deeds and things as may be considered necessary to implement this
resolution."

To consider and approve Circular of Unsecured Fixed Deposits
Accepted bv the Company from sharehoiders.

"RESOLVED THAT in terms of the provisions of Section 73(2) of the
Companies Act, 2013 read with Companies [Acceptance of Deposits]
Rules, 2014 as may be amended from time to time and the^ixed Degosj:
Schemes approved by the Shareholders of the Company In meir>

flAN'S INITIALS
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extraordinary general meeting held on 22.05i2014, 23.09,2016
22.09.2017 & 22:07.2022, consent of the members be and. ^hereby
accorded to the Board of Directors orthe Company to invite and accept
fixed deposits from the members within limits prescribed fn the. Act and
overaii borrowing iimits of the. Company, as approved by Une .hlbmbe.rs
fforri time to time and the draft of the Circular for inviting/accepting
Deposits from the Members and the terms and conditions contained
therein and as given in the Explanatory Statement annexed fiereto, be
and the same is hereby approved."

RESOLVED FURTHER THAT the Board of Directors be and is hereby
authorised to amend the terms and conditions of the said , scheme ds .and
vyhen required and to sign and execute deeds, applications, docurhents
and writings that may be required on behalf of the Company and
generally to do ail such, other acts, deeds, matters and things as may be
necessary, proper and expedient or incidental for giving eirfect tb this
resolution;"

Date:

P|ace;:.Waghodia - Vadodara.
Ic^esh Ci Parikh]

Chainnan & .Mbit^tng -bifecitbr'
DIN:000416^0

TRUE COPY
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\  M \ T E D ANNEXURE
GIN # L99999GJ1987PLC009768

Regd. Office: 9-10, GIDC Industrial Estate, WAGHODIA, Diet.: Vadodara, 391760
Ph. if- 75 748 06350 E-Mail ; co secretarv@20microns.com

Website: www.20microns.com

Date; 12'^^ August, 2023

To,
Listing Compliance Department
National Stock Exchange of India Limited
Mumbai

Sub.: Clarification - Corporate Governance Report filed for the Quarter ended on 30.06.2 J23

Ref.: E mail dated 9"* August. 2023

Dear Sir/Madam,

e are in receipt of your email dated 9"^ August, 2023 seeking clarification on complia.ice with
provision of Regulation 17 (1 A) of SEBI LODR Regulations, 2015.

Following has been mentioned in the email:

We would like to draw your attention, the company is not in compliant with the Provisions of Re g 17(1 A)
of SEBI LODR Regulations, 2015, As Mr. Swaminathan Sivaram is exceeds 75 years during the quarter
ended June 30, 2023 and no Special Resolution is passed in this regard.

In this matter we would like to submit our reply as under;

1. The Board of Directors at their meeting held on 16.05.2023 has appointed Mr. Swaninathan
Sivaram (DIN: 00009900) as an Additional Director (Category Independent Director) on the
Board. The same has also been intimated to both the stock exchanges under Regulation 30
vide letter dated 17.05.2023.

2. Regulation 17 (1A) of SEBI LODR Regulations, 2015 is reproduced for reference:

No listed entity shaii appoint a person or continue the directorship of any person as a non
executive director who has attained the age of seventy five years uniess a special resolution
is passed to that effect, in which case the explanatory statement annexed to the notice for such
motion shall indicate the justification for appointing such a person.

3. The Oxford meaning of word "unless" is "except if. Also in Cambridge dictionary the meaning
of "unless" is given as "used to say what will or will not happen if something else does not
happen or is not true; except if:" Thus, it is only conditional requirement and by no means it can
be construed as prior requirement.

4. In the various provisions of LODR where the Market regulator intends to get prior approval of
shareholders/ Board, categorically the word 'prior' has been mentioned. Inter alia some of the
provisions are mentioned hereunder:

Second proviso to 17 flC):
Provided further that the appointment or a re-appointment of a person, including as a managing
director or a whole-time director or a manager, who was earlier rejected by the shareholders at
a general meeting, shaii be done only with the prior approval of the shareholders:
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23 ̂2):

All related party transactions and subsequent material modifications shall require prior approval
of the audit committee of the listed entity.

2mi
All material related party transactions and subsequent material modifications as defined by the
audit committee under sub-regulation (2), shali require prior approval of the shareholders
through resolution and no reiated party shall vote to approve such resolutions whether the entity
is a related party to the particular transaction or not.

2£^
Selling, disposing and leasing of assets amounting to more than twenty percent of the assets of
the material subsidiary on an aggregate basis during a financial year shall require prior
approval of shareholders by way of special resolution, unless the sale/disposal/lease is made
under a scheme of arrangement duly approved by a Court/Tribunal or under a resolution plan
duly approved under section 31 of the Insolvency Code and such an event Is disclosed to the
recognized stock exchanges within one day of the resolution plan being approved.

26(6):

No employee including key managerial personnel or director or promoter of a listed entity shall
enter into any agreement for himself/herself or on behalf of any other person, with any
shareholder or any other third party with regard to compensation or profit sharing in connection
with dealings in the securities of such listed entity, unless prior approval for the same has been
obtained from the Board of Directors as well as public shareholders by way of an ordinary
resolution:

5. Before insertion of Regulation 17 (1 A) of LODR, as per the provisions of the Companies Act and
LODR Regulations shareholders are required to pass only Ordinary resolution for appointment
of any person as Non-executive Director on the Board. Thus, to add specific requirement of
getting resolution passed by way of Special resolution instead of ordinary resolution for
non executive directors whose age is more than 75 years Regulation 17 (1 A) of LODR would
have been added.

6. We also like to state herewith the order pronounced by SAT on 27*^ April, 2023 in the matter of
Nectar Life Sciences Ltd. In the same SAT has categorically mentioned as follows:
The word *^001038 " depicted in Regulation 17(1 A) does not mean ''prior approval" nor
the requirement of passing a special resolution is a qualificatory condition for
appointment of a person as a Director.

7. Thus, the basic requirement of Regulation 17 (1A) is that if any person is appointed as Non-
Executive Director on the Board of the Company whose age is more than 75 years, his/ her
appointment is subject to approval of shareholders by way of a special resolution. It is not
intended or not specifically mentioned to get prior approval by way of special resolution.

To conclude, the appointment of Mr. Swaminathan Sivaram (DIN: 00009900) as an Additional Director
(Category Independent Director) on the Board w.e.f. 16.05.2023 which now has been approved by the
shareholders by way of passing special resolution at their Annual General Meeting held on 10.08.2023
is in compliance with the requirement of provision of regulation 17 (1A) of SEBI LODR Regulations
2015.
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In view of above, as there has been no non-compliance on the part of company no action shall be
initiated against the Company, its directors or promoters.

Please let us know for further clarifications required, if any, from our end in the above matter.

Thanking you.
Yours faithfully.
For, 20 MICRONS LIMITED

k'O N/l A I C Digits"/ signed byr\w I v m i_ 1 komal pandey

DAMnFV / bate:2023.08.12r /A IN L./ C I./ 10:38:32 +05'30'

OS Komal Pandey
Company Secretary
Membership # A-37092

TRUE COPY
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annexure-^^

National stock Excliangie tM India Lrmlted

NSE/LIST-SOP/COMB/FINES/0861 August 21,2023

The Company Secretary
20 Microns Limited

9/10, GIDC Industrial Estate,
Waghodia, Vadodara,
Gujarat - 391760

Dear Sir/Madarii,

Subject: Notice for non-compliance with SEBI (LODR) Regalations, 2015 CTJsting
Regulations") and/or Regulation 76 of SEBI (Depositories and Participants) Regulations,
2018 ("Depository Reguiations")

Your attention is drawn towards SEBI Circular No. SEBl/HO/CFD/CMD/ClR/P/2020/12 dated
January 22, 2020 (hereinafter referred to as *SOP Circular'), specifying Standard Operating
Procedure for imposing fines and suspension of trading in case of non-compliance with Listing
and/or Depository Regulations. On verification of the Exchange records, it has been observed that
your Company has not complied/delayed complied with certain Listing Regulation(s) and/or
Depository Regulations. The details of non-compliance(s)/delayed compliance(s), total fine
payable by your Company and the particulars about manner in which fine should be remitted to
the Exchange is enclosed as Annexiire.

You are requested to inform the Promoters about identified non-compliance/delayed compliance
and to ensure compliance with respective regulation(s) and/or make the payment of fines within
IS days fiom the date of this notice, failing which the Exchange may initiate following actions as
per SOP Circular:

1. Initiate fi*eezing of entire shareholding of the Promoters in the Company as well as in other
securities held in the Demat account of the Promoters.

2. Trading in securities of your Company shall take place on 'Trade for Trade' basis, in case
of consecutive defaults with Regulations 17(1), 18(1) and 27(2) of the Listing Regulations
and Regulation 76 of Depository Regulations i.e.. Shifting of trading in securities to Z
Category as per SOP Circular.

Further, as per SOP Circular, your Company is also required to ensure that the said non-compliance
which has been identified by the Exchmge and subsequent action taken by the Exchange in this
regard shall be placed before the Board in the next Board Meeting and comments made by the
Board shall be duly informed to the Exchange for dissemination.

Thia Document Is DigtlaOy S^nad

Signer MANDAR DESAl
Date: Men, Aug 21.2023 20:35:301ST

0NSE
t>Utioi»lStDd< Btitoi49iOlMaUmltad| ExotagePU[za,C-^^c|o^JI®^Kurtjeonnpt8X.Bwidra©,Mumtel-400flSl,
India49122 26S981001 waw.nssiodiaxoin 1CIN
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canfitoaifon

In case of any clarification, you may contact any of the below mentioned Exchange Officem from
Listing Compliance Department; -

> Mr. Aniket Raut

> Mr. Kunal Rohra

Yours faithfully
For National Stock Exchange of India Limited

Mandar Desai

Manager

Thia Document is Dlghafly Signed

NatioaalStock Exi^\3a^8 of Intfia.Limited ] Excban^ f _
latfia-f 91 22 26S9S1001 wrt-wmsclndia^m | CIN 1167^^^(3

Signer MANOAR DESAI
Dale: Moo, Aug 21.2023 20:35:301ST
Localion: NSE

Compbx,Eandra (E). Mumbai-dOO 051,



National Stock Exchange Of India Limited

Annexure

Regulation Quarter

Fine amonut per
day (Rs.)/Fine
amount per
instance

Days of non-
compliance/ No.
ofinstance(s)

Fine amonut

(Rs.)

17(1A) 30-June-2023 2000 46 92000

Total Fine 92000

GST (@18%) 16560

Total 108560*

-*■ ^ X uxxjvrvuxi. TTXii ivwwp V/11

increasing every day till the date compliance is achieved.

Notes:
•  If the fine amount is paid before receipt of this letter, then inform the Exchange

accordingly.
•  Please update the payment details on below mentioned path:

NEAPS > Payment > SOP Fine Payment.
•  The above payment may be made vide RTGS / NEFT / Net Banking favouring 'National

Stock Exchange of India Limited'. The bank details towards the payment of fine are as
follows:

BENEnCIARY NAME NATIONAL STOCK EXCHANGE OF INDIA LIMITED

BANK NAME IDBI BANK LTD
A/CNO Please refer Unique Account Code used for making Annual

Listing fees to the Exchange
BRANCH B ANDRA KURLA COMPLEX, MUMBAI
RTGS/IFSCCODE IBKLOOOIOOO

The fine paid as prescribed above will be credited to IPFT as envisaged in the circular.
The company may file a request for waiver of fines. However, before filing an application
for waiver of fines, the company is requested to refer to the below policies available on the
Exchange's website. For ready reference you may refer below linte:
i. PoUi^ on exemption of fine:
https://archives.nseindia.com/content/equities/Policy_for_exemption_SOP_Equity.pdf
ii. Policy on processing of waiver application:
htlps://static.nseindia.com//s3fs-public/inline-
files/Policy on processing of waiver application segregation of commonly listed ent
ities.pdf
The request for waiver of fine can be submitted to Exchange through NEAPS portal at on
given linlc NEAPS»Compliance>>Fine Waiver»Waiver Request along with
documentary evidence. This Oocumeni b dgilEdy signed

NSE

signer. MANDAR DESAI
Date: Men, Aug 21.202320:35:301ST
Location: NSE

NationalStock Exohanfis ofIndlatlinitadi Btohang
IiKfia49i 2226B9810O| »ww.iJseindiaxom:l CIN UfiWlSIMH

ncimKuria ComptexEMdra®. MumfJal-400051.
re?

TRUE COPY



ANNEXURE-/)1

-:L 1 ■' ' P"' ■

GIN # L99999GJ1987PLC009768

Regd. Office: 9-10, GIDG Industrial Estate, WAGHODIA, DIst.; Vadodara, 391760
Ph. # 75 748 06350 E-Mail: co secretarv@20mlcrons.com

Website : www.20mlcrons.com

25<^ August, 2023

To:

National Stock Exchange of India Limited
Listing Deptt.
Exchange Plaza, Bandra - Kuria Complex,
Bandra [East],
MUMBAI-400 051.

SYMBOL: 20 MICRONS

SUB: DETAILS OF PAYMENT OF FINES FOR NON-COMPLIANCE WITH REGULATIONS OF SEBi (LOIDR)
REGULATIONS, 2015 UNDER THE PROTEST SUBJECT TO THE DECISION OF THE APPEALANT
QUORUM.

REF.: Vide letter dated 21" August, 2023- NSEA.IST-SOP/COMB/FINES/0861

Dear Sir/Madam,

This bears reference to your letter dated 21" August, 2023 with respect to alleged violation of Regulation
17(1 A) of SEBI (LODR) Regulations 2015, pursuant to which a fine of Rs.108560/- (Rupees One Lakh Eight
Thousand Five Hundred and Sixty Only) is levied on the Company.

Without prejudice to the rights of the company and without accepting any finding arrived at In the captioned
letter, we hereby deposit the said penalty amount under protest.

It is clarified that we dispute and deny the findings of the letter. "HOWEVER, THE FINE IS BEING PAID
UNDER THE PROTEST AND SUBJECT TO THE DECISION OF THE APPELLATE QUORUM."

Further, we would like submit details of payment of fines as follow:

Remittance details:

SYMBOL Regulation & Quarter Amount

paid
(Rs.)

TDS deducted, if
any (Rs.)

Net Amount paid
(Rs.)

GST No.

20

MICRONS

Regulation-17 (1A) of
SEBI (Listing Obligations
and Disclosure

Requirements)
Regulations, 2015-
Quarter ended 30'" June,
2023

108560 9200 99360 24/'AACZ9580B1ZS

lof2



Cheque/DD No. Date UTR No. for RIGS /NEFT
573076 24/08/2023 SBiN523236265448

The payment advice Is also attached herewith for your reference.

Thanking you,

Yours faithfully
For 20 Microns Limited

i i Digitally signed
l\UIMai ^ykomalpandey

pand#iS
Date:,2023.08.25

55:40+05'30'

[komai Pandey]
Company Secretary
Membership # A-37092

End.: Aa
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20 Microns Limited (HO)

09-10, GIDC ind. Estate Waghodia

Dist, Vadodara Gujarat, India - 391760.
Ph : Fax : E-Mail -

Advice No : 120009369 Advice D1:24.08.2023

PAYMENT ADVICE

iil
1 120009389 1 24.08.2023 573076 1 H101 108,560.00 9,200.00 99,360.00

To,

NATIONAL STOCK EXCHANGE LIMITED

EXCHANGE PLAZA C-1, BLOCK-G,

BANDRA - KURLA COMPLEX BANDRA (E) MUMBAi

Maharashtra, India -.

Ph : Fax :

Currency

Cheque No

Bank

INR

573076 Cheque Dt. 24.08.2023

Please find enclosed here with our payment in settlement of your invoice(S) details are given below :-

.^BVunt In Words;

NINETY-NINE THOUSAND THREE HUNDRED SIXTY

PREPARED BY CHECKED BY AUTHORISED BY

TRUE COPY

RECIEVED 3Y

1 on
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BEFORE THE HON'BLE SECURITIES APPELLATE TRIBUNAL

MUMBAI

APPEAL NO. 846 OF 2023

20 Microns Limited ...Appellant

Versus

National Stock Exchange of India Limited & Anr. .. .Respondent

SHORT NOTE ON BEHALF OF RESPONDENT NO. 1 - NSE

I. Introduction:

The captioned Appeal has been filed against the fine imposed upon the

Appellant for noncompliance of Regulation 17(1A) of Securities and

Exchange Board of India (Listing and Obligations and Disclosure

Requirements), 2017 ("LODR") by Respondent No.l.

Regulation 17(1A) of LODR is reproduced hereinbelow for ease of

reference:

"17. (1) The composition of board of directors of the listed entity shall

be as follows:

(lA) No listed entity shall appoint a person or continue the directorship

of any person as a non-executive director who has attained the age of

seventyfive years unless a special resolution is passed to that effect, in

which case the explanatory statement annexed to the notice for such

motion shall indicate thejustification for appointing such a person. "

("Emphasis Supplied")

II. Facts of Appeal:

a) On 16"^ May 2023 in a meeting held between the board of directors, a

resolution was passed to appoint Dr. Swaminathan Sivaram (DIN:



0009900) who had attained die age of 76 years, as an Independent Non -

Executive Director of the company, however no special resolution of the

shareholders was passed for this appointment in terms of Regulation

17ClA)ofLODR.

b) Dr Swaminathan Sivaram took charge as an Independent Non-Executive

Director of the company forthwith, till seeking approval of the shareholder

at the ensuing Annual General Meeting.

{Exhibit - I/Pg. 78/Appeal Memo).

c) The appointment of Dr. Swaminathan Sivaram was a proactive step taken

by the Company, as there was admittedly no vacancy created for the

appointment of an Independent Non Executive Director.

d) The term of other Independent Non Executive Directors of the Company

viz. Mr. Ramkishan Devidayal and Mr. Atul Patel is to expire on 12""

August 2024 which was one year three months is future of appointment of

Dr, Swaminathan Sivaram.

{Para 5.11 & 5.12/Pg. 9 & 10/Appeal Memo)

e) However, in tlie notice issued by tlie Company for its 36'*' Annual General

Meeting of the shareholders appointment of Dr Swaminathan Sivaram was

proposed under the category of special business.

(Exhibit - J/Pg. 80/Appeal Memo)

f) The shareholders on lO*'' August 2023 after a passage of 2 months and 24

days by way of a special resolution approved the appointment of Dr



Swaminathan Sivaram. However, the Appellant failed to comply with

regulation 17(1 A) of LODR which is a condition precedent.

g) The Appellant filed its Corporate Govemance Report for the quarter end

30"' June 2023.

h) Upon pemsing the Corporate Govemance Report for the quarter end 30"'

June 2023 it came to Respondent No. 1 's knowledge that the appointment

of Dr Swaminathan Sivaram was done without passing of a special

resolution. In view of the aforesaid on 26"' July 2023 the listing compliance

department of Respondent No.l addressed an email to the Appellant,

thereby informing the Appellant that as per Regulation 17(1 A) of the

LODR Regulations, no listed entity shall appoint a person or eontinue the

directorship of any person as a non-executive director who has attained the

age of seventy five years unless a special resolution is passed to that effect,

with the explanatory statement annexed to the notice for motion of

appointment of such person. Respondent No.l further requested the

Appellant to share the special resolution passed if any for such

appointment. (ExhibU -D/Pg. 49/AppealMemo)

i) On 27"' July 2023, the Appellant replied to above email thereby misplacing

its reliance upon Regulation 17(1 C) of LODR and stating that the approval

of the shareholders for appointment of a person on the Board of Directors

is taken at the next general meeting or within a period of three months,

from the date of appointment whichever is earlier. (Exhibit - E/Pg.

52/Appeal Memo)



8^
j) On 9"' August 2023, the listing compliance department of Respondent

No.l issued another email to the Appellant seeking clarification for

appointment of Dr Swaminathan Sivaram as an Independent Director of

the Appellant without seeking approval of the shareholders of the

Appellant as prescribed under the LODR. (Exhibit - F/Pg. 49/Appeal

Memo)

k) In response to the above clarification on August 2023, the Appellant

addressed a detailed response thereby informing that the shareholders have

approved the approval of Dr Swaminathan Sivaram as an Independent

Director of the Appellant and further placed reliance upon the Judgment

ofNectar Life Science Limited dated 27"' April 2023, wherein this Hon'ble

Tribunal had observed that the word "unless" in Regulation 17(1 A) of

LODR does not mean "prior approvaF and once again reiterated that the

approval of the shareholders could be sought pursuant to appointment

within a period of three months. (Exhibit - F/Pg. 53/Appeal Memo).

1) In view of the aforesaid, after considering all the facts and circumstances

and considering the noncompliance of Regulation 17(1 A) of LODR, the

Appellant was compelled to levy penalty of Rs. 2,000/- (Rupees Two

Thousand only) per day for noncompliance of Regulation 17(1 A) of LODR

for 46 days for the quarter ending 30"* June 2023. (Exhibit - A/Pg.

2 7/Appeal Memo)

m) Being aggrieved by the above, the Appellant has approached this Hon'ble

Tribunal.



III. Rationale behind inclusion of Regulation 17(1 A) in LODR:

a) SEBI on 2"^ June 2017 had fonned a committee under the chairmanship of

Mr. Uday Kotak with the aim of improving standards of corporate

governance of listed companies in India. This committee had submitted its

report in October 2017 ("Kotak Committee Report").

b) The basic principle underlying the governance of a corporate entity is that

the superintendence, control and direction of its business and affairs lie

with its board of directors, with the executive management being delegated

powers for smooth and efficient operational functioning. Accordingly, the

board of directors as a whole is responsible to all stakeholders for meeting

the requisite standards of corporate governance. The responsibilities of the

board of directors are accentuated in a listed entity given the wider ambit

of stakeholder interests.

c) The Committee observed that while aspects relating to the composition and

role of the board of directors of listed entities have been subjected to

gradual reform, a holistic re-assessment is required to further strengthen

the same.

d) In view of the aforesaid in relation to Non Executive Directors the

committee passed the following recommendation:

"The Committee recognizes that while age itself may not be a

determinant of efficiency or capability of a person or the basis for

disqualification of a director, a higher level of shareholder

endorsement may be requiredfor directors to continue in their position

beyond a certain age. The Committee farther noted that non-executive

roles on a board also require significant commitment of time. In this

regard, the Committee is of the view that checks and balances should



be considered in connection with the age of Non-exeaitive Directors

(hereinafter referred to as "NEDs") similar to the provisions of the

Companies Act for executive directors.

Therefore, the Committee recommends that a provision requiring a

special resolution on a similar basis should be inserted for listed

entities for the appointment/continuation of NEDs on attaining the age

of 75 years for the relevant term. All shareholders should be permitted

to vote on such a resolution "

e) The Committee further prosed an amendment to SEBI LODR w.e.f. I"'

October 2019 which is as follows:

Proppyeij amendtiierit? to SEBI iODRiegulatlons (w.e.fi Octobcgi.^oigi-

Current provision in SEBI LODB Regulations Proposed amended provision In SESr LODR
Regulations

Nospeclfic: provision, : RegX7. Board of Directors:

: Insertion of a new sub-Renulatlpn flA)f
(lA) .No- listed enUtyr sfiall i apppint^ar pe^^^ or
continue the directorship of'Srty.; person ?35 a non-
executiyii director, who has ̂ attaln^ thd''age
Seveniyliye years:unless a special:resolution is'passed

i'to that efffect, in which CMO thei: sxplanatory
Jstafement annexed to the notice fdr> such motion
:3hall indicate the' Justification,for .appoiritinig, such e
person. ■ •

The relevant portion of the Kotak Committee Report is annexed hereto as

"Annexure -1".

f) Considering the above recommendation SEBI amended the LODR on E'

April 2019 and inserted Regulation 17(1 A) in LODR for reasons stated in

the Kotak Committee Report.

Respondent No.l is bound by directions, regulation as well as circulars

of SEBI

g) SEBI is a body corporate established under Section 3 of the Securities and

Exchange Board of India Act, 1992 (hereinafter referred to as "SEBI Act")

and was established to carry on functions as stipulated under Section 11 of

the SEBI Act, including regulating the business of all the stock exchanges



and any other security markets, prohibiting fraudulent and unfair trade

practices relating to securities market, etc. It is pertinent to note that SEBl

is the regulatory authority of NSE and NSE is bound by the directions as

well as circulars if any issued by SEBI.

Interpretation of Regulation ITCIA) of LODR

h) A bare perusal and ex facie reading of Regulation 17(1A) of LODR

evidence that no listed entity is permitted to appoint a person or even

continue the appointment of a person as a non executive director, if that

person has attained the age of 75 years, unless a special resolution is passed

for such appointment.

i) Reading regulation 17(1 A) in its entirety makes it crystal clear that the

regulation uses the phrases "unless a special resolution is passed". In this

phrase tlie word "passed" signifies the mandatory nature of the special

resolution which has to be passed prior to the appointment of a person v/ho

has attained the age of 75 years as a non executive director.

j) Respondent No. 1 further places its reliance upon the judgment of this

Hon'ble Tribunal in Hardy Oil Pvt. Ltd. [2006 SCC OnLine SAT 35] {Para

11). The judgment is hereto marked as "Annexure-2".

k) There is absolutely no ambiguity in language of Regulation 17(1A) of

LODR, it is most humbly submitted that it is settled principle of law that

the words of a statute must prima facie be given their ordinary meaning.

Moreover, as long as there is no ambiguity in the statutory language, resort

to any interpretative process to unfold the legislative intent becomes

impermissible and that can never be the intent of the Legislature.



^3
I) The provision of Regulation 17(1 A) of LODR Regulation has to be read

not just in addition to the provisions of the Companies Act, 2013 but also

in isolation from tlie provisions under the Companies Act, 2013. It is

submitted that the main object of Regulation 17(1 A) of LODR is to be read

in isolation because it is the only regulation which applies to a situation

where a person who has attained the age of 75 years has to appointed at the

post of Non- Executive Director or his appointment has to be continued as

a Non-Executive Director.

m)The literal rule of interpretation, also known as the golden rule, states that

the words of a statute must be given their ordinary meaning unless doing

so would lead to an absurd result. However, if the words of a statute ai'e

unclear or ambiguous, other aids to interpretation may be used to

determine the meaning of the statute. One such aid to interpretation is the

principle of harmonious construction, which states that two provisions of

tlie same statute should be interpreted in a way that gives effect to both

provisions as per the intention of the legislature.

n) The Hon'ble Bombay High Court, while dealing with a similar simation in

Section I96(3)(a) of the Companies Act, 2013 i.e, disqualification for

appointment or continuation as Managing Director of company who is

below the age of 21 years and above the age of 75 years observed the

following:

"i 7. In our view, Mr. Aspi Chinoy, the learned Senior Counsel
appearing on behalf of the Appellant has correctly submitted that the
amended section as a matter of public policy contains mandatory
prohibition/bar against any Company from continuing the Managing
Director in employment once he has attained the age of 70 years. The



qu

language of section I96(3)(a) is plain, simple and unambiguous and it
applies to all the Managing Directors who have attained the age of 70
years and the section does not make any distinction between the
Managing Directors who have been appointed before i-4-2014 and
those after 1-4-2014. The moment therefore Managing Director attains
the age of 70 years, disqiialijication mentioned in section I96(3)(a)
would operate immediately. In our view, it is not open now to alter its
clear terms by a process of interpretation for excluding the Managing
Directors appointed prior to 1-4-2014 from the purview of prohibition
contained in section 196(3). The disqualifications which have been
mentioned in section 196(3) are introduced as a matter ofpublic policy
and they contain mandatory prohibition/bar for continuing the
Managing Director in employment, once he has attained the age of

70 years. It is well settled position in law that while interpreting any

provision it is not open for the Court to add to or delete words from
the provision or change the plain statutory language of the

provision."

(Emphasis Supplied)

Hereto marked as "Annexure - 3" is a copy of Judgment of the Hon'ble

Bombay High Court in Sridhar Sundararajan v. Ultramarine and Pigments

Ltd., [2016 see OnLine Bom 10591]

Reliance of Appellant on the Judgment of this Hon'ble Tribunal in

Nectar Life Science Limited dated l?'** April 2023

o) It is humbly submitted that by way of an order dated 18*^ September 2023,

the Hon'ble Supreme Court of India has observed that interest of justice

would be sub-served by observing that the impugned Judgment (judgment

dated 27''' April 2023 ofthis Han 'ble Tribunal in the matter of Nectar Life

Science Limited) is not to be treated as a precedent, till the matter is

considered on merits. Hereto annexed as "Annexure - 4" is a copy of the

order dated September 2023 passed by the Hon'ble Supreme Court of

India in Civil Appeal 4794 of 2023.



p) rt is humbly submitted that the interpretation of the word "Unless" in

Regulation 17(1 A) of LODR is pending interpretation by the Hon'ble

Supreme Court of India.

q) Hence it is most respectfully stated that any order or judgment passed by

considering the judgment dated 21^ April 2023 of this Hon'ble Tribunal in

the matter of Nectar Life Science Limited will be bad in law.

r) In addition to the above the judgment dated 27"' April 2023 of this Hon'ble

Tribunal in the matter of Nectar Life Science Limited was based on

completely different set of facts, there is no casual vacancy occurred in the

present case of the Appellant, and hence the judgment of Nectar is not

applicable to the present Appeal

IV. CONCLUSION:

a) In view of the aforesaid it is most respectfiilly submitted that the Appellant

has acted in contravention of the provisions of LODR. Regulation 17(1 A)

of LODR makes it crystal clear that no person can be appointed as a

director of a listed company or appointment of any person as a director of

a listed company shall not be continued once that person has attained the

age of 75 years unless a special resolution is passed by tlie shareholder of

that listed company.

b) It is pertinent to note that the Respondent No. 1 has only levied penalty for

the period where no special resolution was passed, in compliance with the

LODR. In addition to the above the interpretation of the word "unless" is

pending interpretation before the Hon'ble Supreme Court of India. Hence



^ 6

it is humbly submitted that the reliefs as prayed for by the Appellant may

not be granted and the Appeal may be dismissed.

Date: 25"' November 2023

Place: Mumbai

Parinam Law Associates

Advocates for the Respondent No.! - NSE
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required to disclose the list of competencies/expertise that its board members actually possess.
Some illustrative parameters that may be considered in this context are listed in Annexure 4.

Further, it is recommended that initially, a listed entity should be required to disclose competencies
of its board members against every identified competency/expertise without disclosing names in the
annual report for financial year ending March 31, 2019. However, detailed disclosures of
competencies of every board member, along with their names, should be required w.e.f. March 31,
2020 (i.e. for annual report for the financial year ending March 31,2020).

Proposed amendments to SEBI LODR Regulations fw.e.f. FY ending March 31. 2019/March 31
2020 as apolicable):

Current provision in SEBI LODR Regulations

No specific provision.

Proposed amended.

Regulations
:pro\Hsion in SEBI LODR

Schedule V: Annual Report
(C) Corporate Governance Report: The following
disclosures shall be made in the section on the
corporate governance of the annual report.
(2) Board of Directors:

Insertion of a new sub-clause (hi:

(h) A chart or a matrix setting out the
skills/expertise/competence of the board of directors
specifying the following;

(i) List of core skills/expertise/competencies
identified by the board of directors as required in
the context of its business(es) and sector(s) for it
to function effectively and those actually available
with the board; and

(ii) Names of directors who have such

skilis/expertise/competence, with effect from
financial year ended March 31, 2020.

5. Approval for Non-executive Directors on Attaining a Certain Age

Current regulatory provisions:

The Companies Act provides that a person may be appointed/continue as Managing Director
[hereinafter referred to as "MD"), whole-time director or manager on attaining the age of 70 years
by passing a special resolution. However, no such provision exists for non-executive directors. (Ciick
for Detailed Provisions)

Recommendation and rationale:

The Committee recognizes that whiie age itseif may not be a determinant of efficiency or capabiiity
of a person or the basis for disquaiification of a director, a higher level of shareholder endorsement
may be required for directors to continue in their position beyond a certain age. The Committee
further noted that non-executive roles on a board also require significant commitment of time. In
this regard, the Committee is of the view that checks and balances should be considered in
connection with the age of Non-executive Directors [hereinafter referred to as "NEDs") similar to the
provisions of the Companies Act for executive directors.

16
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Therefore, the Committee recommends that a provision requiring a special resolution on j similar
basis should be inserted for listed entities for the appointment/continuation of NEDs on attaining
the age of 75 years for the relevant term. All shareholders should be permitted to vote on such a
resolution.

Proposed amendments to SEBI LODR Regulations fw.e.f. October 1.2019):

Current provision in SEBI LODR Regulations Proposed amended provision in SEB[ LODR!
Regulations

No specific provision.

i

Reg 17. Board of Directors.
Insertion of a new sub-Reeulation (lA):

(lA) No listed entity shall appoint a person or
continue the directorship of any person as a non

executive director who has attained the age of

seventy five years unless a special resolution is passed

to that effect, in which case the explanatory
statement annexed to the notice for such motion

shall indicate the justification for appointing such a

person.

6. Minimum Number of Board Meetings

Current regulatory provisions:

Currently, both the Companies Act and the SEBI LODR Regulations require at least four meetings of

the board every year with a maximum gap of one hundred and twenty days between any two

meetings. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee believes that the four meetings of the board tend to focus primarily on financial

results and other matters relating to regular compliance. Hence, boards may be required :g meet

more frequently to focus on other critical aspects of a listed entity such as its management and
corporate governance. Accordingly, it is recommended that the minimum number of meetings of
board of directors be increased to five every year.

mdditionally, the Committee is of the view that aspects like strategy, succession planning, t udgets,
risk management, ESG (environment, sustainability and governance) and board evaluation are
critical to the medium-term and long-term future of a listed entity - and in order to ensure that
there is adequate attention paid thereto, the Committee recommends that, at least once a year, the
above-referred aspects should be specifically discussed by the board.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Current provision in SEBI LODR Regulations Proposed/:;^amended .^ provision: in ; SEBI LODR;
Regulations

Reg 17. Board of Directors.

(2) The board of directors shall meet at least four

times a year, with a maximum time gap of one
hundred and twenty days between any two meetings.

Reg 17. Board of Directors

(2) The board of directors shall meet at least .'©w five

times a year, with a maximum time gap of one
hundred and twenty days between any two meetings
and at least once a year, the board shall soecifically
discuss strategy, budgets, board evaluation, risk

management, ESG (environment, sustainabiiitv and

governance) and succession oiannine.

17
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Securities Appellate Tribunal Mumbal
BEFORE N.K. SODHI, PRESIDING OFFICER AND R.N. BHARDWAJ, MEMBER

In the matter of:

Hardy Oil Pvt. Ltd., ... Appellant;
Versus

1. Securities & Exchange Board of India.
2. Barren Energy India Ltd.
3. Unocal Bharat Limited ... Respondents.

Appeal No. 132 of 2005
Decided on March 8, 2006

Shri Harish Salve, Sr. Advocate with Mr. Shyam Mehta, Advocate, Ms. Meenakshi
Gouri, Shri Akshay Patil, Advocate, Shri Sunil Mathew, Advocate, Shri A. Jankiraman
C.A., Shri. R. Sethuraman, C.A. for the appellant '

Shri Rafiq Dada, Sr. Advocate with Ms. Daya Gupta, Advocate for Respondent no. 1.
Shri Soii Cooper, Senior Advocate with Shri Tejas Karia, Advocate and Shri Indranil

Deshmukh, Advocate for Respondents nos. 2 and 3,
N.K. SoDHi, Presiding Officer:— Burren Energy India Ltd., (hereinafter called

''Burren") was incorporated in December, 2004 as a private limited company under the
Companies Act, 1985 of England and Wales with its registered office in London. It is a
wholly owned subsidiary of Burren Energy pic. This company was formed to acquire
the entire equity share capitai of Unocal Bharat Ltd., (for short "UBL"). UBL was
incorporated in Mauritius in Juiy, 1996 according to the law prevalent in that country
and its entire issued share capitai was acquired in September, 1996 by Unocal
International Corporation (for short "UIC"). UIC is a company incorporated In California
in USA which is a 100% subsidiary of Unocal Inc. UBL has no activities but holds
26.01% of the issued share capitai of Hindustan Oil Exploration Co. Ltd., (hereinafter
called "the target company") which is a company incorporated in India under the
Companies Act, 1956. On February 14, 2005, Burren entered into a share purchase
agreement with UIC to acquire the entire equity share capital of UBL which owns and
holds 1,52,81,633 equity shares of Rs. 10/- each representing 26.01% in the paid up
share capitai of the target company. This agreement was entered into in England for
cash at a negotiated acquisition price of US$ 26,10,000. The acquisition was
unconditional and absolute transfer of shares of a foreign shareholder to a foreign
company outside India at the holding company level and the shares of UBL were also
registered in the name of Burren on the same day. The net result of this transaction is
that UBL which was earlier owned by UIC is now owned by Burren and it continues to
hold 26.01% of the share capital in the target company. Since Burren indirectly
acquired 26.01% equity share capital of the target company, it (Burren) nominated
two directors on the board of directors of the target company in pursuance to the
agreement. The appellant is also a limited company registered in England and it holds
8.5% shares in the target company. The dispute herein is between the appellant and
Burren regarding 26.01% share capital of the target company held by UBL. The fight is
between them to take over UBL with a view to control the target company.

2. The Securities and Exchange Board of India (Substantial Acquisition of Shares &
Takeovers) Regulations, 1997 (hereinafter referred to as "the Regulations") have been
framed by the Securities and Exchange Board of India (for short "the Board") in
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exercise of its powers under section 30 of the Securities and Exchange Board of India
Act, 1992 (for short "the Act"). Regulations 10 to 12 require that whenever any person
acquires directly or indirectly 15% or more shares or voting rights in a company, he/it
shall make a public announcement to acquire shares of the said company in
accordance with the Regulations. Since Burren had taken over UBL, it indirectly
acquired 26.01% shares in the target company and, therefore, in pursuance to the
Regulations it made a public announcement on February 15, 2005 to acquire sha.^-es of
the target company. The offer was to acquire 1,17,48,990 equity shares constituting
20% of the paid up equity share capital of the target company at a price of Rs. 92.41
per share. It was made clear in the public announcement that it was being made
pursuant to and in compliance with the Regulations. Learned counsel for the parties
informed us during the course of arguments that the public offer made by Burren had
virtually failed because only 1800 shares were offered to it in response to the public
announcement presumably because the share price of the target company had by then
risen and was much higher than the offer price.

3. Soon after the public announcement, the appellant filed an application dated
6/4/2005 before the Board complaining that Burren and UBL were trying to seek
legitimacy and legal sanction for a fraudulent acquisition of control of the target
company which is a listed company and that the entire fraud was being put through
the Regulations in derogation of the contractual rights of the appellant. The primary/
grievance made in the complaint was that the target company had entered into a
shareholders agreement on 14/10/1998 to which UBL, the appellant through its
predecessor and other financial institutions which were shareholders were a party and
that the agreement contained a provision for preemption if any of the parties to the
agreement desired to sell off their shares. The appellant complained that in pursuance
to that agreement it had a right of preemption before Burren could acquire/purchase
the shares of UBL. The appellant also complained that the public announcement
suffered from inadequate disclosures and suppression of material particulars. The
prayer made in the application was that the Board being the protector of the interests
of investors and shareholders should not allow the open offer process to be initiated
and that it should direct Burren to withdraw the public offer made on its behalf and on
behalf of UBL. This complaint was followed by another complaint dated 21/7/2005
containing similar allegations. It is common case of the parties that disputes regcirding
the right claimed by the appellant are pending in a civil court at Vadodara in the State
of Gujrat and that some arbitration proceedings are also pending before an Arbitrator
in England with which we are not concerned.

4. In the meantime Burren submitted a draft letter of offer dated March 1, 2Ci05 to
the Board for its approval. While the letter of offer was being examined by the Board,
it received the aforesaid complaints from the appellant and after examining the same
Burren was informed by letter dated July 25, 2005 that it should ensure that all
disputes pending between the parties in various fora should be disclosed in the letter
of offer making It clear that the public offer was subject to the result of those
proceedings. The Board further directed Burren to disclose in the letter of offer that the
question whether appointment of directors on February 15, 2005 on the Board of
Directors of the target company was in violation of the Regulations, was under
consideration of the Board. Burren was also required to disclose the details regarding
the incorporation of UBL in Mauritius. The draft letter of offer was approved by the
Board subject to various riders including the aforesaid directions. It appears that the
Board did not inform the appellant about the action taken on its complaints and,
therefore, the appellant felt that the complaints were not being attended ':o. It
approached the High Court of Bombay under Article 226 of the Constitution for a
mandamus directing the Board to take action on the complaints filed by it. In response
to the notice issued in the writ petition the Board informed the appellant and the court
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that suitable directions had been issued to Burren to modify the draft letter of offer A
copy of the letter dated July 25, 2005 issued to the merchant banker of Burren vvas
produced and handed over to the appellant in court. Since action had been taken on
the complaints, the writ petition was dismissed on 11/08/2005 as withdrawn. Treatlno

t  1 passed by the Board on the complaintsfiied by the appellant, the latter filed Appeal no. 115 of 2005 before this Tribunal with
a grievance that the complaints made by it had not been properly considered by the
Board. The appeal was disposed of with a direction to the Board to consider afresh the
points raised by the appellant in its complaints and to convey its decision within a
particular time frame. In pursuance to that direction the Board addressed a detailed
communication dated August 29, 2005 to the appellant informing the latter that there
was no merit in the complaints filed by it and that there was no need to carry out
investigations under Regulation 38 of the Regulations. The Board further informed the
appellant that the agreement between Burren and UIC for purchase of shares of UBL
was an agreement between two foreign companies whereby shares of another foreign
company were acquired outside India and, therefore, the validity of such an
agreement couid be challenged only according to the iaws of domicile of those
companies. Reference was made to the judgement of the Supreme Court in Technip
SA V. SMS Holding Pvt. Ltd., (2005) 5 SCC 465. The appellant was also informed that
in the present case no provision of the Regulations had been violated. It is against this
communication that the present appeal has been filed under Section 15-T of the Act.

5. We have heard the learned senior counsel for the parties.
6. It was strenuously urged on behalf of the appellant that the Indirect acquisition

of 26.01% shares of the target company by Burren on 14/02/2005 was in violation of
the Regulations. Our attention was drawn to Regulations 10, 11, 12 and also to
Regulation 22 to contend that the acquisition was illegal because Burren did not make
the public announcement prior to acquiring the shares of UBL on 14/02/2005. The
argument is that Regulation 10 prohibits the acquisition of shares (if they exceed the
stipulated 15% or more) without the acquirer first making a public announcement to
acquire the shares in accordance with the Regulations. Great stress was laid on the
word uniess used in this Regulation which, according to the learned senior counsel
requires the acquirer to make the pubiic announcement prior to the acquisition of
shares. Reference was also made to the Explanation to Regulation 11 to contend that
acquisition includes indirect acquisition of companies whether listed on unlisted,
whether in India or abroad. Clause 16 of Regulation 22 was also pressed into service
to support the plea that the agreement by which Burren indirectly acquired the shares
of the target company was contrary to the Regulations. Learned senior counsel
submitted that the shares of UBL had been acquired through an agreement which did
not contain a clause ''to the effect that in case of non compliance of any provisions of
this regulation, the agreement for such sale shall not be acted upon by the seller or
the acquirer " and therefore, by virtue of Regulation 22(16) the agreement could
not be acted upon. According to the learned senior counsel when an acquirer enters
into an agreement to acquire 15% or more shares the agreement has to be conditional
upon the acquirer to comply with the Regulations.

7. Having given our thoughtful consideration to the contentions raised on behalf of
the appellant we have not been able to persuade ourselves to accept the same.

8. Before we deal with the contentions it is necessary to refer to the relevant
provisions of the Regulations with which we are concerned and they read as under:

"Acquisition of fifteen per cent or more of the shares or voting rights of any
company.

10. No acquirer shall acquire shares or voting rights which (taken together with
shares or voting rights, if any, held by him or by persons acting in concert with
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him), entitle such acquirer to exercise fifteen per cent or more of the voting ights
in a company, unless such acquirer makes a public announcement to acquire snares
of such company in accordance with the regulations:
Provided "
"Consolidation of holdings.
11. (1) No acquirer who, together with persons acting in concert with hirr, has
acquired, in accordance with the provisions of law, 15 per cent or more bu: lass
than fifty five per cent (55%) of the shares or voting rights in a company, shall
acquire, either by himself or through or with persons acting in concert with him,^
additional shares or voting rights entitling him to exercise more than 5 per cent of
the voting rights, in any financial year ending on 31®' March unless such acquirer
makes a public announcement to acquire shares in accordance with the regulations.
(2)
(2A)
(3)
Explanation.—¥or the purposes of regulation 10 and regulation 11, acquLsitior. shall
mean and include,—

(a) direct acquisition in a listed company to which the regulations apply;
(b) indirect acquisition by virtue of acquisition of companies, whether listed or

unlisted, whether in India or abroad."
"Timing of the public announcement of offer.
14. (1) The public announcement referred to in regulation 10 or regulation 13 shall
be made by the merchant banker not later than four working days of entering into
an agreement for acquisition of shares or voting rights or deciding to acquire s hares
or voting rights exceeding the respective percentage specified therein;
(2)
(3)
(4) In case of indirect acquisition or change in control, a public announcemen': shall
be made by the acquirer within three months of consummation of such acquisition
or change in control or restructuring of the parent or the company holding shares of
or control over the target company in India."
"Offer price
20. (1) The offer to acquire shares under regulation 10, 11 or 12 shall be made at a
price not lower than the price determined as per sub-regulations (4) and (5).
(2)
(3)
(4)
(5)
(6)
(7)
C8)
(9)
(10 )
(11)
(12) "
"Minimum number of shares to be acquired.
21. (1) The public offer made by the acquirer to the shareholders of the target
company shall be for a minimum twenty per cent of the voting capital tjf the
company:"
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"General obligations of the acquirer
22. (1) The public announcement of an offer to acquire the shares of the target
company, shall be made only when the acquirer is able to implement the offer.
(2 )
(3) The acquirer shall ensure that the letter of offer is sent to all the shareholders
(including non-resident Indians) of the target company, whose names appear on
the register of members of the company as on the specified date mentioned in the
public announcement, so as to reach them within 45 days from the date of public
announcement:

Provided that where the public announcement is made pursuant to an agreement
to acquire shares or control over the target company, the letter of offer shall be
sent to shareholders other than the parties to the agreement.
(4)
(5)
(6)
(7) During the offer period, the acquirer or persons acting in concert with him shall
not be entitled to be appointed on the board of directors of the target company
(8)
(9)
(10)

(11 )
(12 )
(13)
(14 )
(15 )
(16) If the acquirer, in pursuance of an agreement, acquires shares which aiong
with his existing holding, if any, increases his shareholding beyond 15 per cent,
then such agreement for sale of shares shall contain a clause to the effect that
in case of non-compliance of any provisions of this regulation, the
agreement for such sale shall not be acted upon by the seller or the
acquirer:"

"Competitive bid.
25. (1) Any person, other than the acquirer who has made the first public
announcement, who is desirous of making any offer, shall, within 21 days of the
public announcement of the first offer, make a public announcement of his offer for
acquisition of the shares of the same target company.
Explanation.—An offer made under sub-regulation (1) shall be deemed to be a
competitive bid.
(2) No public announcement for an offer or competitive bid shall be made after 21
days from the date of public announcement of the first offer."
9. A reading of Regulation 10 makes it abundantly clear that no acquirer shall

acquire 15% or more shares or voting rights in a company unless he makes a public
announcement to acquire shares of such company in accordance with the Regulations.
The word unless on which great stress was laid by the learned senior counsel for the
appellant, in our opinion, only mandates that as and when the Regulations get
triggered or become applicable, the acquirer has to make a public announcement to
acquire shares of the target company in accordance with the Regulations. It does not
mean that a public offer has to be made before the acquisition. The Regulations only
impose an obligation on the acquirer to make a public announcement if he/it acquires
the requisite percentage of shares. The word unless may have different connotations
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and in each case the context in which it is used wiii have to be iooked into to find out
the correct meaning. In some circumstances, the word unless may mean a condition
precedent but it need not necessariiy be so in every case. Having regard to the context
in which it is used in Regulation 10, we are dearly of the view that it makes the
acquisition conditional upon a public announcement iDeing made and it does not mean
that the public announcement has to be made before the acquisition. Such oubiic
announcement could be made before or after the acquisition. One of the meanings
assigned to the word 'unless' in Black's Law Dictionary (6'^ edition) is "a condiclonal
promise" meaning thereby that the condition has to be met irrespective of the time
frame in which the promise is to be fulfilled. We are unable to accept the contention of
the learned senior counsel for the appellant that the word unless denotes that oubiic
announcement has to be made prior to the acquisition of shares. If making of a public
announcement was a condition precedent as contended on behalf of the appellant,
then the Regulation would have read "unless such acquirer has made a public
announcement" instead of "unless such acquirer makes a public announcement". Use
of the word 'makes' merely signifies the mandatory nature of the public
announcement which could be made before or after the acquisition. Regulation 10• does not prescribe the time frame within which such an announcement is to be made.
The time schedule for making such an announcement is prescribed by Regulation 14.
Clause (1) of Regulation 14 provides that the public announcement referred to in
Regulation 10 shall be made not later than 4 working days of entering into an
agreement for acquisition of shares or voting rights. Regulation 14(1) does not refer to
the date of acquisition. It only refers to the date of entering into the agreement for
acquiring shares. Shares could be acquired within four days of entering into the
agreement or thereafter and the period of four days for making the public
announcement shall start running from the date of the agreement. It is possible that
an agreement to acquire shares may be entered into today and the shares are
acquired the following day. The acquirer would still have three more working days to
make the public announcement because the period of four days is to start from the
date of the agreement and not from the date of acquisition. It is, therefore, wrong to
contend that the public announcement must always precede the acquisition of shares.

10. The explanation to Regulation 11 makes it clear that the acquisition referred to
in Regulation 10 and 11 would include both direct and indirect acquisitions. If we read
Regulation 14(1) in isolation it would cover both direct as well as indirect acquisition
but when this clause is read along with clause (4) thereof it leaves no room for doubt
that Regulation 14(1) deals only with direct acquisitions and Regulation 14(4) deals
with all indirect acquisitions. The language of clause (4) of Regulation 14 is clear and
it provides that in the case of indirect acquisition, a public announcement shall be
made by the acquirer within 3 months of consummation of such acquisition. Shri

• Harish Salve, learned senior counsel appearing for the appellant referred to the report
of a committee headed by Hon'bie Justice P.N. Bhagwati to contend that clause (4) of
Regulation 14 applies only to such indirect acquisitions where more than one public
announcements are to be made and that the said clause should be read in the context
of clause (12) of Regulation 20. He laid emphasis on the word 'consummation' as used
in Regulation 14(4) in support of his contention that clause (4) provides for n^iaking
the public announcement in respect of a company which gets triggered by the
acquisition of shares of the company which holds shares of the first company.

11. We do not think that it is necessary to refer to the Bhagwati Committee .mport
for interpreting Regulation 14 because its language is more than clear. It is a well
settled principle of interpretation that when the words of a statute are clear, plain or
unambiguous and are susceptible to only one meaning the courts are bound to give
effect to that meaning irrespective of the consequences. In Kanaiiai Sur v. Pararnnidhi
Sadhukhan, AIR 1957 SC 907 Justice Gajendragadkar (as he then was) obser\ ed "if
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the words used are capable of one construction only then it would not be open to the
courts to adopt any other hypothetical construction on the ground that such

construction is more consistent with the alleged object and policy of the
Act. The word consummation'as used in clause (4) means completion. Completion of
acquisition becomes important in the case of indirect acquisition. When a company
gets acquired as a consequence of the takeover of another company, it is only upon
the successful completion of the acquisition of the first company that the need to
rnake public announcement of the second company would arise. It is in this context
that Regulation 14(4) emphasises on the completion of the first acquisition. The
language of this clause does not limit its applicability only to cases where there is a
chain of acquisitions though it would apply to such cases as well. As already observed
when clauses (1) and (4) of Regulation 14 are read together, it becomes clear that all
direct acquisitions are governed by clause (1) and indirect acquisitions are covered by
clause (4). We are also unable to agree with the learned senior counsel for the
appellant that Regulation 14(4) is to be read in the context of Regulation 20(12). This
submission is also based on some recommendations made by the Bhagwati Committee
report. May be the committee had made some recommendations but the authority
framing the Regulations has used clear and unambiguous language and it is,
therefore, not necessary to refer to the report of the committee and read clause (4) of
Regulation 14 with Clause (12) of Regulation 20. Clause (12) of Regulation 20 only
deals with the pricing of shares in the case of indirect acquisitions.

12. In this view of the matter, we have no hesitation to hold that the indirect
acquisition of 26.01% shares of the target company by Burren which triggered the
Regulations is governed by clause (4) of Regulation 14 and since Burren made the
public announcement on 15/02/2005, the same is in accordance with the Regulations
and that no fault could be found with the same.

13. The matter could be examined from another angle as well. The scheme of the
Regulations is that as and when any person acquires shares in any company which
may trigger the Regulations, then he/it is required to make a public announcement to
acquire shares of such company in accordance with the Regulations. The acquisition
may be direct or indirect. Regulation 14 then prescribes the time when the public
announcement is to be made and the manner in which it is to be made is referred to in
Regulation 15. What the public announcement should contain is referred to in
Regulation 16. A draft letter of offer which is required to be made to the other existing
shareholders of the company needs to be approved by the Board and after obtaining
such approval an offer is to be made to the shareholders at an offer price which is
determined in terms of Regulation 20. Regulation 21 requires that the acquirer must
further acquire at least 20% of the voting capital of the target company and
Regulation 22 provides that the acquirer shall ensure that the letter of offer is sent to
all the shareholders of the target company whose names appear on the register of
members of the company on the specified date. The proviso to Regulation 22(3) of the
Regulations provides that the letter of offer shall be sent to the shareholders other
than the parties to the agreement. The Regulations then refer to the obligations of
the Board of Directors of the target company. Regulation 25 gives an option to any
person other than the acquirer to make a public announcement of his offer within 21
days of the public announcement of the first offer for acquisition of the shares of the
same target company. In other words when a public announcement is made, triggered
by any acquisition, any person other than the acquirer has been given a right under
the Regulations to make a competitive bid tq acquire the same target company. This,
in nutshell, is the scheme of the Regulations. It is clear from the scheme that the
purpose of the Regulations is not to nullify the agreement proposing to acquire shares
or any shares already acquired. The object is to compel the acquirer to make a public
announcement of an offer to further acquire the shares of the target company at the
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offer price determined in accordance with the Regulations so that the ex:st:ng
shareholders of the target company other than the parties to the agreement, couid
have a right to exit by selling their shares to the acquirer at the offer price if th3y so
like. The logic underlying the Regulations is that when a person acquires a big chunk
of shares in the target company, the remaining shareholders other than those who
have already sold their shares or have agreed to sell their shares to him, should h^ve a
right to decide for themselves whether they would like to continue in the company
under the new management or not. The shares already acquired or agreed ;o be
acquired are not and cannot be the subject matter of the public announcement. : he
public announcement will relate to further acquisition of shares of the garget conipany
which will be a minimum of 20%, In this view of the matter the agreement jateo
14/02/2005 by which Burren acquired the shares of UBL which triggered the
Regulations, could not be challenged as being violatlve of the Regulations e.nd if
Burren had not made the public announcement or if the same had not bean in
accordance with the Regulations, it could be compelled to make one or issue a fresh
one as the case may be. Since the object of the Regulations is not to nullify the
acquisition or proposed acquisition which has triggered the public announcement, it is• obvious that the appellant which is also a shareholder of the target company ecu d not
challenge under the Regulations the indirect acquisition of shares of the target
company by Burren.

14. There is yet another reason why indirect acquisition of shares of the target
company by Burren could not be challenged by the appellant. The agreement between
Burren and UIC was entered into in England for the purchase of shares of UBL which is
a Mauritius company which holds 26,01% shares in the target company. This was an
agreement between two foreign companies whereby shares of another foreign
company were acquired outside India and, therefore, validity of such an agref.mant
could be challenged only according to the laws of domicile of those companies. In
somewhat similar circumstances their Lordships of the Supreme Court in Tea'inip's
case (supra) have observed that the law applicable in such cases would be the law of
domicile of the companies and not the Indian law,

15. We may now deal with another objection raised by the appellant whici: was
highlighted in its complaints made to the Board, The grievance of the appellant is that
the share purchase agreement arrived at between Burren and UIC did not contain a
clause to the effect that in case of non-compliance of any provisions of Regulation 22
the agreement would not be acted upon either by the seller or by the acquirei. The
argument of the learned senior counsel for the appellant is that in terms of clause (16)
of Regulation 22 the agreement ought to have contained such a clause and sines it is
not there the agreement itself was invalid. We cannot agree with this submission.
Clause (16) of Regulation 22 in the very nature of things could apply only to the
acquisition of shares of Indian companies and not when two foreign companies agree
to acquire the shares of another foreign company outside India. The word 'corr pany'
has not been defined in the Regulations but they stipulate that all other expre.ssions
not defined would have the meaning assigned to them under the Act or the Securities
Contracts (Regulation) Act, 1956 or the Companies Act, 1956, It follows that the word
'company' wherever it appears in the Regulations would mean 'a company' registered
under the Companies Act, 1956 in India, Since UBL whose shares were acquired by
Burren from UIC is not an Indian company therefore the agreement would not be
governed by clause (16) of Regulation 22, More over, the purpose of having such a
clause in an agreement is to ensure that the Regulations are complied with and even if
an agreement does not contain such a clause we do not think that the agreement itself
would become invalid. In case such a clause is not found In an agreement pertaining
to an Indian company the same will have to be read into it and we do not thin c that
the agreement becomes invalid on that score.
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16. When we carefully examine the two complaints filed by the appellant before the
Board it becomes clear that the primary grievance of the appellant was Its alleged
right of preemption under the share purchase agreement dated 14/10/1998 and it did
not complain that the Regulations had been violated. It claims that on the basis of the
agreernent to which UBL and the appellant through its predecessor and other financial
institutions were parties, it had inherited a right of preemption and that Burren could
not have purchased the shares of UBL without first offering them to the appellant
Admittedly, disputes in this regard are pending in a civil court at Vadodara and some
arbitration proceedings are also pending in England. The learned senior counsel
appearing for the Board was right in contending that the Board has no concern with
such disputes and that it could not intervene at any stage. He further submitted that
on receipt of complaints from the appellant the same were thoroughly examined by
the Board and when it received the draft of the public announcement it made Burren
modify the same so as to disclose to the shareholders the disputes pending in different
fora. Not only this. Board also made Burren issue a revised public announcement and
the draft of the letter of offer was also modified accordingly. We are satisfied that the
Board examined the complaints carefully and took whatever necessary action that was
required.

17. Shri Harish Salve, learned senior counsel strenuously urged that Burren and the
target company both acted illegally in appointing two nominees of Burren on the Board
of Directors of the target company. He referred to the provisions of clause (7) of
Regulation 22 to contend that during the offer period, Burren could not appoint its
nominees on the board of directors of the target company and that the Regulations in
this regard had been flagrantly violated. The learned senior counsel appearing for
respondents nos. 2 and 3, however, controverted the submissions made on behalf of
the appellant. Shri Rafique Dada, learned senior counsel appearing for the Board very
fairly stated before us during the course of arguments that this complaint of the
appellant was being investigated by the Board and in case any violation of the
Regulations was found, appropriate action would be taken. Since the matter is being
looked into by the Board we need not go into the merits of this contention at this
stage. We, however, expect that the Board will examine this issue at the earliest and
pass appropriate orders in accordance with law.

18. At this stage we may also take note of an objection raised on behalf of the
respondents. It was contended that there is no order passed by the Board under the
Regulations by which the appellant could feel aggrieved and therefore the appeal filed
by it under Section 15-T of the Act is not maintainable. This objection of the
respondents has now lost its force because of the subsequent events. When the Board
did not communicate its decision on the complaints filed by the appellant, the later
filed a writ petition In the High Court seeking a direction to the Board to decide those
complaints. During the pendency of the proceedings before the High Court the Board
produced a letter dated July 25, 2005 issued to the merchant banker of Burren
indicating the action taken by it on those complaints and the writ petition was
thereafter withdrawn. Treating this letter as an order of the Board disposing of its
complaints, the appellant filed Appeal no. 115 of 2005 before this Tribunal which was
disposed of with a direction to the Board to decide afresh all the points raised by the
appellant in its complaints and convey the decision to it. It is common ground
between the parties that in pursuance to that direction the Board communicated its
decision as per letter dated August 29, 2005 which is now under challenge In this
appeal. In this communication the Board had conveyed its reasons for not interfering
in the matter. It cannot therefore be said that there was no order passed' by the Board.
There is thus no merit in the objection and the same stands overruled.

19. Before concluding, we may mention that the learned senior counsei for the
parties had cited some case iaw including some judgements of the Supreme Court in
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support of their contentions. We have carefuiiy gone through the judgements arid do
not think it necessary to deal with them separately as the law laid down therein is not
in dispute. We have kept in view the law laid down in those judgements while dealing
with the contentions of the parties.

20. For the reasons recorded above we find no merit in the appeal and the iame
stands dismissed leaving the parties to bear their own costs.

Disctalmar: While every effort is made to avoid any mistake or omission, this casenote/ headnote/ judgment/ act/ rule/ regulation/ circular/
notincatlon Is being circulated on the condition and understanding that the publisher would not be liable In any manner by reason of any misti.ko
or omission or for any action taken or omitted to be taken or advice rendered or accepted on tho basis of this casenote/ headnote/ Judgment/ cct/
rule/ regulation/ circular/ notiricatlon. All disputes will be subject exclusively to jurisdiction of courts, tribunals and forums at Lucknow only, Tho
authenticity of this text must be verified from the original source.
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sufficient remedies provided under the scheme and rights and liabilities can be
determined like by the tribunals then there is no jurisdiction to Civil Court. Thus
as per the principles laid down by the Apex Court also the suit is not tenable.

16. It appears that in the aforesaid suit, application is also filed for relief of
tem|»raiy injunction to prevent the Corporation ftom taking possession. This
application also shows that the plaintiff, present respondent wants to give go by
to the procedure established by law. That cannot be allowed. It is clear that the
Civil Court has committed error in making aforesaid order. Further the learned
counsel for the petitioner drew attention of this Court to the provision of section
3 of the Maharashtra Rent Control Act, 1999 which has made clear that the
Maharashtra Rent Control Act shall not apply to the property belonging to the
local body. In view of this provision of law also the Civil Court cannot give the
reliefs claimed in the suit and so the jurisdiction is barred.

17. In the result, the order made by the learned Civil Judge, Senior
Division, Jalgaon is hereby set aside. The application filed by the Corporation
under Order 7, Rule 11 of the Civil Procedure Code is allowed. The plaint stands
rejected. Rule is made absolute in aforesmd terms.

Revision allowed.

DISQUALIFICATION FOR APPOINTMENT AS
MANAGING DIRECTOR OF A COMPANY

(V. Af. Kanade and Dr. Shalini Phansalkar-Joshi, JJ.)
SRIDHAR SUNDARARAJAN Appellant.

vs.

ULTRAMARINE AND PIGMENTS LTD., MUMBAI
and another Respondents.

Companies Act (18 of 2013), S. 196(3)(a) — Disqualification for
appointment or continuation as Managing Director of Company ■,—A person who
is below age of 21 years or who has attained age of 70 years cannot be appointed
or could not be continued as MD — Person who has been appointed as
Managing Director before he was 70 years old is prohibited from continuing as
Managing Director once he has attained the age of 70 years.

By virtue of the Act of 2013, which came into force on 1-4-2014, one
additional disqualification was added to the list of disqualifications which were
in existence under the old Act under section 267. Since a new clause was added
as further disqualification for appointment or continuation as Managing Director
of the Company, it would operate not only at the stage of appointment but also
would operate in the case of a person who has already been appointed and
attained the age of 70 years and such a person, therefore, by virtue of
disqualification, had no right to be continued as Managing Director, unless a
special resolution was passed by the Company. There is ho question therefore of
the retrospective application of the provision. Since section 196(3)(a) would

Appeal (L) No. 632 of 2015 in Notice of Motion No. 434 of 2015 in Suit
(L) No. 146 of 2015 along with Notice of Motion (L) No. 2250 of 2015 decided
on 8-2-2016. (O.O.CJ., Bombay)
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apply prospectively, whoever attains the age of 70 after the Amendment /-ct
came into force would cease to function as Managing Director by operation of
statute. In other words, if appointment to the post of Managing Director is mt ie
after coming into force of the Amendment Act, 2013 on 1-4-2014, a person v, ho
is above the age of 70 years cannot be appointed on account of disqualification,
subject to fulfilment of the proviso. On the other hand, if he was already
appointed prior to 1-4-2014 when he was below the age of 70 years, on acconnt
of operation of statute, disqualification, whenever incurred after the Amendm^.nt
Act, would operate automatically, subject to proviso i.e. special resolution be r.g
passed by the Company. It will not be possible to say that section 196(3) (a)
would operate separately from other sections viz. Section 196(3)(b) to (i).
Section 196(3)(a) to (d) mentions various disqualifications which prohfoit
appointment or continuation of Managing Director as a matter of public policy,
(Paras 21, 24 and 25)

For appellant: Aspi Chinoy, Senior Counsel with Shardul Singh,
Viral Shukla instructed by Shukla and Associates

For respondent No. 1 : Prembhari Thakkar
For respondent No. 2 ; Navroj Seervai, Senior Counsel along with

Zurick Dastur, Ms. Sneha Sheth, Manasvi Nandu,
Aashni Dalai instructed by J. Sagar Associate.';

List of cases referred:

1. Rama Narang vs. Ramesh Narang and others,
(1995) 2 see 513 (Paras 15, 15)

2. P. Suseela and ors. vs. University Grants eommission andors., (Paras 18, 19,
2015(3) SeALE 726 20, 22)

3. Trimbak Damodhar Rajpurkar vs. Assaram Hiraman Patil,
1962 NU (S. e.) 677 = 1962 Suppl 1 SeR 700 (Para 18)

4. K. S. Paripooman v.s. State of Kerala and others,.
(1994) 5 see 493 (Para 21)

5. eommissioner of Income Tax, U.P. vs. M. S. Shah Sadiq and
Sons, (1987) 3 See 516 (Para 21)

6. J. S. Yadav vs. State of Uttar Pradesh and another,
(2011) 6 see 570 (Paras 21. 22)

ORDER

V. M. KANADE, J. :— Appellant is the original Plaintiff. He has
challenged the order passed by the learned Single Judge dated 16th July, 2015.
By the said order, the learned Single Judge dismissed the Notice of Motion tali:en
out by the Plaintiff and refused to grant an order of injunction, restraining
Respondent No. 2/Original Defendant No. 2 from functioning or continuing to
exercise his powers as Chairman and Managing Director of the 1st Defendant-
Company.

2. Brief facts which are relevant for the purpose of deciding this appeal are
as under;—

3. For the purpose of convenience, parties shall be referred to as "Plaintiff'
and "Defendant".
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4. Appellant is the original Plaintiff, Respondent No. 1 is the original
Defendant No. 1. Respondent No. 2 is the original Defendant No. 2 who was
appointed as Chairman and Managing Director ("MD") of the 1st Defendant-
Company. On 1st August, 2012 the 2nd Defendant was reappointed as Chairman
and Managing Director of the 1st Defendant-Company for a period of further five
years till 2017 and the Plaintiff was appointed as Joint Managing Director of the
1st Defendant-Company.

5. On 1st April, 2014, Companies Act was amended and by the
Amendment Act of 2013, a new clause was introduced in section 196(3)(a). By
virtue of the said amendment vide sub-clause (3)(a), additional disqualification
was added to the disqualifications which already existed in the said provision
namely a Managing Director could not be appointed or continued after he had
attained the age of 70 years. The said amendment admittedly came into force on
1-4-2014.. Defendant No. 2 was appointed for a period of five years as' MD on
1-8-2012, prior to the amendment The contention of the Plaintiff is that in view
of the incorporation of the said clause in section 196(3)(a), Defendant No. 2
could not continue as MD and, therefore, he has sought an ordor of injunction,
restraining him from functioning or continuing to exercise his powers as
Chairman and MD of the 1 st Defendant-Company.

6. On the other hand, it was contended by the learned Counsel appearing
on behalf of Respondent No. 2/Original Defendant No. 2 that the said
amendment could not operate retrospectively. The learned Single Judge accepted
the contention of Defendant No. 2 and dismissed the Notice of Motion. Hence,
the appeal.

7. We have heard both the learned Senior Counsel at length.
8. The short question which falls for consideration before this Court is :

Whether, after the amendment of the Companies Act in 2013 which was brought
into force with effect from 1-4-2014, any Managing Director who was appointed
prior to the Amendment Act i.e. before 1-4-2014 would have a right to continue
to act as Managing Director after his attaining the age of 70 years without special
general resolution being passed by the Company in its gener^ meeting?

9. Section 267 of the Companies Act, prior to amendment, reads as
under:—

"267. Certain persons not to be appointed managing directors.— No
company shall, after the commencement of this Act, appoint or employ,
or continue the appointment or employment of, any person as its
managing or whole-time director who —

(a) is an undischarged insolvent, or has at any time been adjudged as
an insolvent,

(b) suspends, or has at any time suspended, payment to his creditors,
or makes, or has at any time made, a composition with them; or

(c) is, or has at any time been convicted by a Court of an offence
involving moral turpitude."

10. Prior to the Amendment Act of 2013, section 267 provided that certain
persons could not be appointed as Managing Directors and no Company shall
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continue the appointment or employment of any person as its Managing Directc r
who is (a) an undischarged insolvent or has been adjudged as an insolvent, (t)
suspends or has suspended payment to his creditors and (c) is convicted by a
Court for an offence involving moral turpitude. The said section obviously
provided for cessation or non-continuation of appointment of a person
Managing Director who has incurred these three disqualifications.

11. Secondly, prior to the amendment, the eligibility criteria ft r
appointment as MD was provided in section 269(2). Section 269 (2) of tf.3
Companies Act reads as under.—

"269, Appointment of managing or whole-time director or manager i o
require Government approval only in certain cases.—

(1 )
(2) On and from the commencement of the Compani<.s

(Amendment) Act, 1988, no appointment of a person as a managing or
whole-time director or a manager in a public company or a priva;s
company which is a subsidiary of a public company shall be macis
except with the approval of the Central Government unless such
appointment is made in accordance with the conditions specified in Par is
I and n of Schedule XHI (the said Parts being subject to the provisioi is
of Part HI of that Schedule) and a return in the prescribed form is filed
within ninety days from the date of such appointment."

12. Part-I of Schedule XIII of the Companies Act reads as under:—
SCHEDULE XIII

(See sections 198, 269, 310 and 311)
CONDITIONS TO BE FULFILLED FOR THE APPOINTMENT OF A

MANAGING OR WHOLE-TIME DIRECTOR OR A MANAGER

WITHOUT THE APPROVAL OF THE CENTRAL GOVERNMENT

PARTI

APPOINTMENTS

No person shall be eligible for appointment as a managing or whole-time
director or a manager (hereinafter referred to as managerial person) of a
company unless he satisfies the following conditions, namely:—

(a)
(b )
(c) he has completed the age of 25 years and has not attained the ai^e

of 70 years :
Provided that where —

(i) he has not completed the age of 25 years, but has attained Oie
age of majority;
or

(ii) he has attained the age of 70 years; and where his appointment
is approved by a special resolution passed by the company in
general meeting, no further approval of the Central Government
shall be necessary for such appointment.

(d )
(e ) "

R.F.38
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13. By virtue of section 269(2), therefore, a person who had completed the

age of 21 years and has not attained the age of 70 years was eligible to be
appointed, provided his appointment was approved by the special general
resolution passed by the Company in its general meeting. Thus, by the
amendment, the eligibility criteria was introduced as a disqualification.

14. This position changed after the amendment in 2013. Section 196(3)
provided disqualification for appointment as well as for continuation of a person
as Mamging Director. The said section 196(3) not only incorporated three
disqualifications which were mentioned in section 267 for a person to be
appointed as MD viz. (a) a person who is an undischarged insolvent or
adjudged as an insolvent, (b) a person who suspends or has suspended payment
to his creditors and (c) a person who is convicted by a Court for offence viz.
moral turpitude but one more disqualification was added to section 196(3) by
way of the said amendment and a person who was below the age of 21 years or
who had attained the age of 70 years could not be appointed or could not be
continued as MD if he had attained the age of 70 years. The said section 196(3)
reads as under:—

"196(3) No company shall appoint or continue the employment of any
person as managing director^ whole-time itirector or manager who

(a) is below the age of twenty-one years or has attained the age of
seventy years:

Provided that appointment of a person who has attained the age of
seventy years may be made by passing a special resolution in which case
the explanatory statement annexed to the notice for such motion shall
indicate the justification for appointing such person;

(b) is an imdischarged insolvent or has at any time been adjudged as
an insolvent;

(c) has at any time suspended payment to his creditors or makes, or
has at any time made, a composition with them; or

(d) has at any time been convicted by a court of an offence and
sentenced for a period of more than six months."

15. The legislative intent in introducing section 196(3)(a) is quite clear.
Obviously, the intention was to change the earlier position by providing ibat the
person who has been appointed as Managing Director before he was 70 years old
is prohibited from continuing as Managing Director once he has attained the age
of 70.

The Apex Court in Rama Narang vs. Ramesh Narang and others, (1995) 2
see 513 had an occasion to inteipret section 261 of the Companies Act. The
Apex Court in the said case was called upon to decide the question whether the
Managing Director was liable to be removed upon his conviction and sentence by
Additional Sessions Judge, Delhi notwithstanding the admission of the appeal by
the Delhi High Court and notwithstanding the stay granted by the Delhi High
Court to the order of conviction and sentence. The Apex Court in para 10 of the
said judgment has examined the said question and has observed as under:—
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"10. The above resume would show that the principal question whicihi
falls for our determination is whether the appellant is liable to be visitf d
with the consequence of section 267 of the Companies A^t
notwithstanding the interim order passed by the Delhi High Court while
admitting the appellant's appeal against his conviction and sentence by
the Additional Sessions Judge, Delhi. As we have said earlier the factum
of his conviction and the imposition sentence is not in dispute. Sectii^n
267 of the Companies Act, to the extent it is relevant for our purposc;s,
may be set out;—

"267, No company shall, after the commencement of this A:r.,
appoint or employ, or continue the appointment or employment, of any
person as its managing or wholetime Director who~

(a) * * *

(b) * * *

(c) is, or has at any time been convicted by a court of an offer ee
involving moral turpitude."

On a plain reading of this section it seems clear to us from i he
language in which the provision is couched that it is intended to be
mandatory in character. The use of the word 'shall' brings out its
imperative character. The lansruage is plain, simple and unambiguous
and does not admit of more than one meaning, namely, that after 'he

commencement of the Companies Act no person who has sufferer, a
conviction by a court of an offence involving moral turpitude shaU be

appointed or employed or continued in appointment or employment by
any company as its managing or whole-time Director in 1990 after his
conviction on 22-12-1986. On the plain language of section 267 of he
Companies Act, the Company had, in making the appointmei lls,
committed an infraction of the mandatory prohibition contained in ;he
said provision. The section not only prohibits appointment or
employment after conviction but also exercises discontimianrp. r>v
appointment or employment made prior to his conviction. This in
view is plainly the mandate of section 267. As rightly pointed out by
the Division Bench of the High Court, section 274 of the Companies
Act provides that a disqualification which a Director incurs or:
conviction for an offence involving moral turpitude in respect of which
imprisonment of not less than six months is imposed, the Cen ja]
Government may, by notification, remove the disqualification incur.:ec]
by any person either generally or in relation to any company o-
companies specified in the notification to be published in the Official
Gazette. Such a power is, however, not available in the case of a
Managing Director. Secondly, section 283 of the Companies .bet
provides that the office of a Director shall become vacant if convicted
and sentenced as stated hereinabove but sub-section (2) thereof, ii.ter
alia, provides that the disqualification shall not take effect for thjrt}'
days from the date of sentence and if an appeal is preferred during tlie
pendency of appeal till seven days after the disposal of the appeal. This
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benefit is not extended in the case of a Managing Director. The
Companies Act has, therefore, drawn a distinction between a Director
and a Managing Director; the provisions in the case of the latter are
more stringent as compared to that of the former. And so it should be
because it is the Managing Director who is personally responsible for
the business of the Company. The law considers it unwise to appoint or
continue the appointment of a person guilty of an offence involving
moral turpitude to be entrusted oir continued to be entrusted with the
affairs of any company as that would not be in the interests of the
shareholders or for that matter even in public interest. As a matter of
public policy the law bars the entiy of such a person as Managing A
Director of a company and insists that if he is already in position he -
should forthwith be removed from that position. The purpose of section
267 is to protect the interest of the shareholders and to ensure diat the
management of the affairs of the company and its control is not in the
hands of a person who has been found by a competent court to be
guilty of an offence involving moral tutpitude and has been sentenced
to suffer imprisonment for the said crime. In the case of a Director,
who is generally not in-charge of the day-to-day matiagetrieint of the
company affairs, the law is not as strict as in the case of a Managing
Director who runs the affairs of the company and remains in overall
charge of the business carried on by the company. Such a person must
be above board and beyond suspicion." (Emphasis supplied)

In our view, ratio of the said judgment would squarely apply to the facts of
the present case. The Apex Court has therefore held that the language in which
the provision is couched is plain, simple and unambiguous and does not admit of
more than one meaning viz. that after the commencement of the Amendment Act,
no person who has suffered disqualification can be appointed or continue in
appointment as Managing Director of the Company. Respondent No. 2, in this
case, was appointed as Chairman and Managing Director of Respondent No. 1 —
Company on 13-8-1990. The amendment came into force on 1-4-2014. He
completed the age of 70 years on 11-11-2014 and therefore, from that date, he
was disqualified from continuing as Managing Director, imless he fulfilled the
requirements of the proviso viz. that the Company has to continue his
appointment by a special resolution and, secondly, that the resolution must state
the reason why the continuation is necessary. The said disqualifications which
are mentioned in clauses (a) to (d) cannot be fractured or split or dissected to i
mean that disqualifications (b) to (d) would operate instantly but clause (a) viz.
appointment or continuation of Managing Director beyond the age of 70 years
would operate in a different manner than the remaining clauses (b) to (d). The
learned Single Judge, therefore, in our view, has clearly ̂ ed in dissecting the
said section in two parts and by holding that clause (a) would operate differently
than clauses (b) to (d). The said observation is contrary to the ratio laid down by
the Apex Court in Rama Narang (supra).

16. We do not agree with the submission of Mr. Seervai, the learned Senior •
Counsel appearing on behalf of Respondent No. 2 that ratio of the judgment in j
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Rama Narang (supra) would not apply to the present case. We also do not find
force in the submission of Mr. Seervai, the learned Senior Counsel or
Respondent No. 2 that section 196(3)(a) would not apply to the Managing
Directors who had been appointed before 1-4-2014 (which is the date on wh.ch
the the amended section 196(3)(a) was brought into force) as it would otherwise
retrospectively affect the vested right of such Managing Directors and, sfx:onc iy,
that there is presumption against legislation operating retrospectively.

17. In our view, Mr. Aspi Chinoy, the learned Senior Counsel appearing on
behalf of the Appellant has correctly submitted that the amended section a.i a
matter of public policy contains mandatory prohibition/bar against any Comp; ny
from continuing the Managing Director in employment once he has attained :he
age of 70 years. The language of section 196(3)(a) is plain, simple -.Jid
unambiguous and it applies to all the Managing Directors who have attained ihe
age of 70 years and the section does not make any distinction betv/een His
Managing Directors who have been appointed before 1-4-2014 and those after
1-4-2014. The moment therefore Managing Director attains the age of 70 ye irs,
disqualification mentioned in section 196(3) (a) would operate immediately. In
our view, it is not open now to alter its clear terms by a process of interpreta .ion
for excluding the Managing Directors appointed prior to 1-4-2014 from ihe
purview of prohibition contained in section 196(3). The disqualifications wluch
have been mentioned in section 196(3) are introduced as a matter of public policy
and they contain mandatory prohibition/bar for continuing the Managing Dire itcr
in employment, once he has attained the age of 70 years. It is well settled
position in law that while interpreting any provision it is not open for the Cou; t to
add to or delete words from the provision or change the plain statutoiy langvags
of the provision.

18. Mr. Seervai, the learned Senior Counsel appearing on behall of
Respondent No. 2, in support of his submission, had relied on the judgment i i P.
Suseela and ors. vs. University Grants Commission and ors., 2015(3) SCj'iLE
726. His submission was that section 196(3)(a) would not operate to affect ±.e
vested right of Managing Director before 1-4-2014. In the said case, facts wei 3 as
under;—

In the said case, constitutional validity of the University Grsm;;s
Commission Regulations, 2009 under which NET/SLET was to be the miniraum
eligibility condition for recruitment and appointment of Lecturers in Universi ies/
Institutions, was imder challenge. Delhi High Court vide judgment dated 6 -12-
2010 dismissed the Petition and held that the Regulations did not violate Aricie
14 and were, in fact, prospective. Same view was taken by the Madras and
Rajasthan High Court. Initially, the Allahabad High Court vide judgment dated
6-4-2012 observed that Regulations were issued outside the powers conferrei by
the UGC Act and therefore held that the eligibility conditions laid down WDuid
not apply to MPhil and Ph.D. degrees awarded prior to 31-12-2009. However,
by subsequent judgment dated 6-1-2014, the said Regulations were upheld b)' the
Allahabad High Court. In the Apex Court, a submission was made that the said
Regulations should not be given retrospective effect so as not to prejudic'aliy
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affect the interest of any person to whom such Regulations may be made
applicable. The Apex Court then observed that it was necessary to maiff.
distinction between the existing right and vested right It relied on the earlier
Judgment of the Apex Court in Trimbak Damodhar Rajpurkar vs. Assaram
Hiraman Patil, 1962 NU (S.C.) 677 = 1962 Suppl 1 SCR 700. In the said case,
the Apex Court was called upon to consider the question as to whether the
amendment made to section 5 of the Bombay Tenancy and Agricultural Lands
Amendment Act could be said to be retrospective because its operation took
widiin its sweep existing rights. In the said case five judges Bench of the Apex
Court held that section 5 had no retrospective operation. The Apex Court, in the
said case of P. Suseela (supra), relied upon the observations made by the Apex
Court in Trimbak Damodhar Rajpurkar (supra), which read as under.—

"In this connection it is relevant to distinguish between an existing right
and a vested right. Where a statute operates in future it cannnt be said to
be retrospective mereiv because within the sweep of its operation all
existing rights are included. As observed by Buckley L.J. in West vs.
Gwynne [(1911) 2 Ch 1 at pp 11, 12] retrospective operation is one
matter and interference with existing rights is another. 'Tf an Act
provides that as at a past date the law shall be taken to have been that
which it was not, that Act I understand to be retrospective. That is not
this case. The question here is whether a certain provision as to the
contents of leases is addressed to the case of all leases or only of some,
namely, leases executed after the passing of the Act. The question is as to
the ambit and scope of the Act, and not as to the date as from which the
new law, as enacted by the Act, is to be taken to have been the law.".
These.observations were made in dealing with the question as to the
retrospective construction of section 3 of the Conveyancing and Law of
Property Act, 1892 (55 & 56 Viet c. 13). In substance Section 3
provided that in all leases containing a covenant, condition or agreement
against assigning, underletting, or parting with the possession, or
disposing of the land or property leased without licence or consent, such
covenant condition or agreement shaU, unless the lease contains an
expressed provision to the contrary, be deemed to be subject to a proviso
to the effect that no fine or sum of money in the nature of a fine shall be
payable for or in respect of such licence or consent It was held that the
provisions of the said section applied to all leases whether executed
before or after the commencement of the Act; and, according to Buckley,
L.J., this construction did not make the Act retrospective in operation; it
merely affected in future existing rights under all leases whether
executed before or after the date of the Act The position in regard to the
operation of section 5(1) of the amending Act with which we are
concerned appears to us to be substantially similar.
A similar question had been raised for the decision of this Court in

Jivabhai Purshottam vs. Chhagan Karson (Civil Appeal No. 153 of 1958
decided on 27-3-1961] in regard to the retrospective operation of section
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34(2)(a) of the said amending Act 33 of 1952 and this Court h: .s
approved of the decision of the Full Bench of the Bombay High Court c n
that point in Durlabbha Fakirbhai vs. Jhaverbhai Bhikabhai [(1956) 1-8
BLR 85], It was held in Durlabbhai case [(1956) 58 BLR 85] that ti.e
relevant provision of the amending Act would apply to all proceedings
where the period of notice had expired after the amending Act had cor.
into force and that the effect of the amending Act was no more than tlis
that it imposed a new and additional limitation on the right of t.ie
landlord to obtain possession from his tenant. It was observed in tl at
judgment that "a notice under section 34(1) is merely a declaration to tae
tenant of the intention of the landlord to terminate the tenancy; but it is
always open to the landlord not to carry out his intention. Therefore, '.;or
the application of the restriction under sub-section 2(a) on the right of
the landlord to terminate the tenancy, the crucial date is not the date of
notice but the date on which the right to terminate matures; that is i be
date on which the tenancy stands terminated". (Emphasis supplied)

The Apex Court then observed in para 15 of its judgment in P. Suseiila
(supra) as under:—

"15. Similar is the case on facts here. A vested right would arise onl} if
any of the appellants before us had actually been appointed to the post of
Lecturer/Assistant Professors. Till that date, there is no vested right in
any of the appellants. At the highest, the appellants could only contf nd
that they have a right to be considered for the post of Lecturer/Assist int:
Professor. This right is always subject to minimum eligibility conditions,
and till such time as the appellants are appointed, different conditicns
may be laid down at different times. Merely because an additio.ia.1
eligibility condition in the form of NET test is laid down, it does .lo';
mean that any vested right of the appellants is affected, nor does it m^ :an
that the regulation laying down such minimum eligibility condition
would be retrospective in operation. Such condition would only be
prospective as it would apply only at the stage of appointment. It is clear,
therefore, that the contentions of the private appellants before us ir ust
fail."

The Apex Court therefore held in the facts of P. Suseela that a r.ev/
eligibility condition would only be prospective and it would apply only at fhe
stage of appointment.

19. The learned Single Judge relied on the judgment of the Apex Coui: in
P. Suseela (supra) and in para 9 observed that the observations of the Apex C( jiirL
in para 15 of the said judgment would be applicable to the facts of the prer-ent
case. The learned Single Judge observed that since the second Defendant vas
already a Chairman and Managing Director of the 1st Defendant when he tui -isd
70, the 2013 Act could not operate as an immediate termination of his
appointment, as that would give a retrospective application to the 2013 Act.

20. In our view, the learned Single Judge has clearly erred in applying the
ratio of the Judgment in P. Suseela (supra) to the facts of this case. In P. Susealo,
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by virtue of the power vested under the Act, Regulations were framed and an
additional minimum eligibility criteria was introduced, apart from existing
criteria for the appointment of Lecturers. The Apex Court in para 15 has
observed that till the Appellants were actually appointed to the post of
Lecturer/Assistant Professor, no vested right was created in any of the
Appellants. It held that, at the most, the Appellants could contend that they have
a right to be considered for the post of Lecturer/Assistant Professor and,
secondly, it held that this would not mean that Regulations laying down such
minimum eligibility criteria would be retrospective in operation.

21. In our view, the learned Single Judge has erred in holding thai- ratio of
the said judgment is applicable to the facts of the present case. It has to be borne
in mind that by virtue of the Amendment Act of 2013, which came into force on
1-4-2014, one additional disqualification was added to the list of disqualirications
which were in existence under the old Act under section 267. Since a new clause
was added as further disqualification for appointment or continuation as
Managing Director of the Company, it would operate not only at the stage of
appointment but also would operate in the case of a person who ba« already been
appointed and attained the age of 70 years and such a person, therefore, by virtue
of disqualification, had no right to be continued as Managing Director, unless a
special resolution was passed by the Company, There is no question therefore of
the retrospective z^plication of the provision. Since section 196(3)(a) would
apply prospectively, whoever attains the age of 70 after the Amendment Act
came into force would cease to function as Managing Director by operation of
statute. Ratio of the said judgments therefore on the retrospective application,
which have been relied upon by the learned Senior Counsel appearing on behalf
of Respondent No. 2 viz. in K. S. Paripooman vs. State of Kerala and others,.
(1994) 5 see 493 (paras 64-68), eommissioner of Income Tax, U.P. vj. M. S.
Shah Sadiq and Sons, (1987) 3 See 516 (Para 15), J. S. Yadav vs. State of Uttar
Pradesh and another, (2011) 6 See 570 (paras 20-24 and 28-29) and other
judgments relating to retrospective application of the statute will not apply to the
facts of the present case.

In J. S. Yadav (supra), fects were that the appellant was a member of the
State Human Rights Commission. The provision requiring seven years'
experience as a District Judge was brought into force after his appointment. The
Apex Court held that he had vested right to complete his tenure. In our view,
ratio of the said judgment would not apply to the facts of the present case. A
distinction will have to be made between addition of eligibility criteria to the
existing provision and addition of disqualification to continue in that post after
the initial appointment.

22. In the present case, prior to 2013 Amendment Act^- appointment after
the age of 70 years was not permissible subject to proviso but after the
Amendment Act came into force, this was added as disqualification for further
continuation of a person after he attained the age of 70 years. In a case therefore
where the appointment is already made and thereafter eligibility criteria is
changed then, in that event, it could be said that the vested right is created in a
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person who is already appointed prior to the amendment and additional eligibiliPj
criteria could not be applied retrospectively. However, in a case where additional
disqualification is added to the section then in such a case, after disqualificatioi.
is incurred after his initial appointment, he would cease, to continue as Managin;^
Director since the disqualification would operate as cesession or discontinuatiou
to work as Managing Director. In our view, the learned Single Judge has failed tC'
note this distinction between the disqualification which is added after ths
appointment and the eligibility criteria which is added after his appointment. I:
the former case, disqualification would operate even after the appointment but i ii
the latter case, it would operate prospectively. The judgments in P. Suseeli.
(supra) and J. S. Yadav (supra) therefore would not apply to the facts of th;
present case. For the same reasons, section 6(c) of the General Clauses Act, 185 7
will not be applicable in the present case.

23. The last submission made by Mr. Seervai, the learned Senior Couns
for Respondent No. 2 was that executive interpretation of the said secticc
supported the interpretation placed by the Respondent No. 2 on section 196(3)(a ).
Reliance was placed on a Circular issued by Government of India, Ministry i.f
Industry (Department of Company Affairs), in the context of the Companies
(Amendment) Act, 1988 clarifying that the conditions specified in Schedule XI7!
Part-1 of the 1956 Act were required to be satisfied only at the time of
appointment It further observed that if the appointee, after appointment, did n^t
satisfy any of the said conditions, it would not debar the person concerned fro n
continuing in office for the full tenure of his appointment. Secondly, reliance w as
also placed on Schedule-V of 2013 Act which is also in pari materia wiui
Schedule XIII of 1956 Act which speaks about the conditions to be fulfilled for
the appointment of managing or full time Director or Manager without L':e
approval of the Central Government. It was submitted that Clause (c) of
Schedule-V of 2013 Act is exactly the same as section 196(3)(a) and therefore it
was submitted that section 196(3)(a) would apply only in cases of appointment.

24. In our view, again, the said submission is without any substance. . .3
mentioned hereinabove, prior to the amendment, section 196(3)(a) was a part of
secdon 269 which mentioned the eligibility criteria for appointment of Managi .ig
Director and, in that context, the Circular dated 13-4-1989 was issued. After the
amendment, however, since the said clause has been incorporated in the list of
disqualifications, the meaning which was given earlier i.e. prior to tlie
amendment to Schedule Xm of 1956 Act, cannot be given now to
disqualification which is added in section 196(3)(a). It will not be possible
therefore to say that section 196(3)(a) would operate separately from otlier
sections viz. section 196(3)(b) to (d). Section 196(3)(a) to (d) mentions various
disqualifications which prohibit appointment or coqtinuation of Managing
Director as a matter of public policy.

25. In other words, if appointment to the post of Managing Director is
made after coming into force of the Amendment Act, 2013 on 1-4-2014, a person
who is above the age of 70 years caimot be appointed on account of
disqualification, subject to fulfilment of the proviso. On the other hand, if he was
already appointed prior to 1-4-2014 when he was below the age of 70 years, on
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account of operation of statute, disqualification, whenever incurred after the
Amendment Act, would operate automatically, subject to proviso i.e. special
resolution being passed by the Company.

26. Appeal is therefore allowed. The impugned order passed by the learned
Single Judge is set aside. Notice of Motion (L) No. 434 of 2015 taken out by the
Appellant in Suit (L) No. 146 of 2015 is aUowed in terms of prayer clause (a).

27. Appeal is accordingly disposed of. Since appeal itself is disposed of.
Notice of Motion (L) No. 2250 of 2015 taken out by the Appellant does not
survive and it is accordingly disposed of.

Order accordingly.

■ GRANT OF COMPENSATION TO DEPENDANTS : REQUIREMENT
(A. S. Chandurkar, J.)

FARZANA d/o ABBAS BHAI and another Appellants.
vs.

MAHARASHTRA STATE ROAD TRANSPORT
CORPORATION Respondent.

(a) Motor Vehicles Act (59 of 1988), S. 166 — Locus to maintain an
application for compensation under section J66 and grant of Compensation
based on dependency of claimants are two distinct aspects — Aspect of
{^pendency has to be pleaded and proved by claimants before any compensation
IS granted to them.

^ocus to maintain an application for compensation under section 166
of the said Act and grant of compensation based on dependency of the claimants
are two distinct aspects. While it would be open for a legal representative to
maintain proceedings for ̂ ant of compensation, the entitlemaat to the same
would depend on the material placed on record with regard to dependency of the
claimants vis-a-vis the deceased. The right to seek conqiensation cannot straight
way lead to the conclusion that such claimant was dependent on the deceased. It
would be a matter of evidence to be led in the proceedings while determining die
amount of compensation. The aspect of dependency has to be pleaded and proved
by the claimants before any compensation is granted to them. 2013 ALL SCR
(O.CC.) 351, Rel. (Paras 10,13 and 14)

(b) Motor Vehicles Act (59 of 1988), S. 166 — Compensation —
Entitlement of claimant to claim compensation — Evidence and proof regarding
dependency of claimant on deceased — No evidence produced to show
dependency on deceased — In absence of evidence, compensation cannot be
awarded to claimant. (Para 13)

For appellants : Asghar Hussain
For respondent; S. R. Charpe

List of cases referred:

1. Gujarat State Road Transport Corporation, Ahmedabad vs.
Ramanbhai Prabhatbhai and anr.

1987Mh.L.J. (S.C.) 838 = (1987) 3 SCC 234 (Paras 2.11, 13)
F. A. No. 199 of 2007 decided on 29-4-2016. (Nagpur)
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SUPREME COURT OF INDIA
RECORD OF PROCEEDINGS

Civil Appeal No(s). 4794/2023

NATIONAL STOCK EXCHANGE OF INDIA LIMITED Appellant(s)

VERSUS

NECTAR LIFE SCIENCES LTD & ANR. Respondent(s)

(lA No. 172849/2023 - STAY APPLICATION)

ate : 18-09-2023 These matters were called on for hearing today.

CORAM :

HON'BLE MR. JUSTICE SANJAY KISHAN KAUL

HON'BLE MR. JUSTICE SUDHANSHU DHULIA

For Appellant(s) Mr. Sidhartha Dave, Sr. Adv.
Ms. Sonali Jaitley Bakhshi, Adv.
Mr. Jaiyesh Bakhshi, Adv.
Mr. Ravi Tyagi, Adv.
Mr. Gaurav Mishra, Adv.
Mr. Daman Popli, Adv.
Ms. Ria Chandra, Adv.
Ms. Neetu Devrani, Adv.
Mr. Anubhav Yadav, Adv.
Mr. Prastut Dalvi, Adv.
Mr. P. V. Yogeswaran, AOR

For Respondent(s) Mr. Bharat Bhushan, AOR
Ms. Rupali Yadav, Adv.

Mr. Pratap Venugopal, Adv.
Ms. Amrita Singh, AOR
Ms. Soupayan Sinha Roy, Adv.

UPON hearing the counsel the Court made the following
ORDER

SlsnatuM.^1^ Veriricd

Datfe:SQ23^20

Reason:

lA No. 172849/2023

Issue notice.

d.A. N0.794/2GZ3



Learned counsel tor the parties accept notice.

On hearing learned counsel for the parties, we

are of the view that interest of justice would be

sub-served by observing that the impugned judgment

is not to be treated as a precedent in the meantime

till we consider the matter on merits.

Application stands disposed of.

[CHARANJEET KAUR] [POONAM VAID]
ASTT. REGISTRAR-cum-PS COURT MASTER (NSH)
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IN THE SUPREME COURT OF INDIA

CIVIL APPELLATE JURISDICTION

CIVIL APPEAL NO. OF 2024

(Under Section 22F of the Securities Contracts (Regulation)

Act, 1956)

(Arising out of the Order dated 28 November 2023 passed by

the Ld. Securities Appellate Tribunal, Mumbai in Appeal No.

846 of 2023)

IN THE MATTER OF:

NATIONAL STOCK EXCHANGE OF INDIA LIMITED

...APPELLANT

VERSUS

20 MICRONS LTD. & ANR

...RESPONDENTS

APPLICATION FOR STAY

TO,

THE HON'BLE CHIEF JUSTICE OF INDIA

AND HIS COMPANION JUSTICES OF THE

HONDLE SUPREME COURT OF INDIA

THE HUMBLE APPLICATION OF

THE APPELLANT ABOVENAMED

MOST RESPECTFULLY SHOWETH: -

1. The present Civil Appeal is being preferred under Section 22F

of the Securities Contracts (Regulation) Act, 1956 ("SCRA")

I.A NO.  23491 / 2024



challenging the Order dated 28 November 2023 ("Impugned

Order") passed by the Ld. Securities Appellate Tribunal,

Mumbai ("Ld. Tribunal") in Appeal No. 846 of 2023

2. By way of the present Application, the Applicant/ Appellant

seeks an ex-parte ad-interim stay on the Impugned Order and

the operation and effect thereof, as if it is not stayed, it would

set a wrong precedent and have far reaching repercussions,

thereby deteriorating the standards of corporate governance of

listed companies in India. The Appellant craves leave of this

Hon'ble Court to refer and rely upon the contents of the Civil

Appeal as part and parcel of this Application as the same are

not being repeated for the sake of brevity.

3. As has already been stated in the Appeal, the Impugned Order

is bad in law, erroneous, misdirected, and perverse as it has

acted in utter disregard of the statutory provisions and has

overlooked the operative part of the relevant provisions of the

law and is consequently setting a v/rong precedent and

therefore cannot be sustained and is liable to be set aside.

4. It is submitted that the Impugned Order is baseless in its very

origin as the order is being passed by placing reliance on



Regulation 17(1C) of the Securities and Exchange Board of

India (Listing Obligations and Disclosure Requirements)

Regulations, 2015 ("LODR Regulations") which itself is not

applicable in the facts of the present case. The Ld. Tribunal

overlooked the fact that the purpose and intention of bringing

Regulation 17(1C) of the LODR Regulations was entirely

different and is not applicable to dispute in hand.

5. While passing the Impugned Order, the Ld. Tribunal

overlooked the fact that the Regulation 17(1C) of the LODR

Regulations does not even apply to the facts of the present case.

The Ld. Tribunal has wrongly invoked the Regulation 17(1C)

of the LODR Regulations and while invoking the wrong

provision held that no penalty could have been imposed for

violation of Regulation 17(1 A) of the LODR Regulations, and

quashed the order of the Appellant imposing penalty on

Respondent No. 1 for violation of Regulation 17(1 A) of the

LODR Regulations.

6. It is submitted that the Ld. Tribunal overlooked the fact that

Regulation 17(1 A) of the LODR Regulations is the only

provision which specifically covers the situation where

appointment of Non-executive Director over the age of 75



years is involved, whereas Regulation 17(1C) of LODR

Regulations covers an entirely different issue which is alien to

the present matter at hand. The Regulation 17(1C) of LODR

Regulations is a general regulation, for all classes of directors,

could not have been interpreted and applied in cases including

the present case which are squarely covered under Regulation

17 (1 A) of LODR Regulations. That the observation of the Ld.

Tribunal in the Impugned Order, that Regulation 17 (1 A) and

(IC) of LODR Regulations are to be read conjointly, is grossly

misplaced as, such a reading would render the sole existence

and objective of Regulation 17 (lA) of LODR Regulations

otiose and redundant.

7. While passing the Impugned Order, the decision of the

Committee of the Appellant ought to have been upheld by the

Ld. Tribunal since Respondent No. 1 failed to comply with the

mandatory and qualifying requirement of passing a special

resolution and failing to do so will lead to the non-compliance

of Regulation 17 (lA) of LODR Regulations. It is submitted

that from a bare perusal of Regulation 17 (lA) of LODR

Regulations it clear that no person who is more than the age of

75 years shall be appointed as Non-Executive Director unless

there is a special resolution to that effect. It is also submitted



\U

that the requirement of prior approval for appointment of Non-

Executive Director flows from the amendments made in the

LODR Regulations subsequent to the recommendations of the

Kotak Committee on Corporate Governance. The Kotak

Committee was constituted by Respondent No. 2 for improving

the standards of corporate governance of listed companies in

India and the several recommendations of the said committee

were duly accepted by Respondent No. 2, one of the key

recommendations being that though the Companies Act, 2013

provides a particular age of 70 years, beyond which the

appointment of a Managing Director, Whole Time Director or

Manager can only be done by passing a special resolution, no

such provision for exists in the case of Non-Executive Director

in the Companies Act, 2013 and therefore, the Committee

recommended that the LODR Regulations should be amended

to incorporate the provision requiring the age of 75 years for

Non-Executive Director stating that the appointment of Non-

Executive Director has to be approved by a Special resolution

if the age of the said Director is more than the age of 75 years

at the time of appointment.

8. It is submitted that the provision of Regulation 17(1 A) of

LODR Regulations are mandatoiy in nature and provides a pre-



requisite condition that is required to be fulfilled before

appointing any person who is more than the age of 75 years as

Non-Executive Director. The Ld. Tribunal while passing the

Impugned Order has failed to consider that in terms of

Regulation 17 (lA) of LODR Regulations, passing of a special

resolution before appointing a Non-Executive Director is a

qualifying condition that has to be fulfilled and the non-

compliance of the same shall lead to non-compliance of the said

provision. It is submitted that the legislature while

incorporating the phrase "unless a special resolution is passed

to that effect" has made it categorically clear that the

appointment must be preceded by a special resolution. The

use of word unless makes it clear that no appointment can be

done without prior approval from the shareholders.

9. It is imperative to mention here that the Ld. Tribunal has erred

in law by failing to apply the "Rule of plain meaning" and

"Rule of literal interpretation" while inteipreting the provisions

of Regulation 17(1 A) of LODR Regulations. It is submitted

that according to these Rules, the words of a statute must be

given their ordinary meaning unless doing so would lead to an

absurd result. However, if the words of a statute are unclear or

ambiguous, other aids to interpretation may be used to
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determine the meaning of the statute. One such aid to

interpretation is the Principle of Harmonious Construction,

which states that two provisions of the same statute should be

interpreted in a way that gives effect to both provisions as per

the intention of the legislature.

lO.The Ld. Tribunal while passing the Impugned Order, has, by

allowing the appeal of Respondent No. 1 herein, in a way

rewritten and nullified the effect of the Bye-Laws, Rules and

Regulations ofNSE and Respondent No. 2, i.e., SEBI.

11.The Appellant submits that if an ex-parte ad-interim stay as

prayed for is not granted by this Hon'ble Court, the Impugned

Order would set a wrong precedent and have far reaching

consequences amongst the corporate governance standards of

listed entities in India.

12.It is humbly submitted that no prejudice, injury or loss would

be caused to Respondent No. 1 if the operation of the Impugned

Order dated 28 November 2023 is stayed during the pendency

of the Civil Appeal.



13.The Appellant, thus, has a strongprimafacie case on merits in

its favour and it shall be in the interest of justice if the present

Application for stay of the Impugned Order is allowed.

14.Therefore, it is most respectfully submitted that pending the

hearing and final disposal of the Civil Appeal, the effect and

operation of the Impugned Order dated 28 November 2023 be

stayed by way of an ex-parte ad-interim order in favour of the

Appellant.

15.That the present Application is made bona fide and in the

interest of justice, and this Hon'ble Court may be pleased to

allow the same as prayed.

PRAYER

In the facts and circumstances of the case and in the interest of

justice, it is most respectfully prayed that pending the disposal of

the Civil Appeal, this Hon'ble Court may graciously be pleased to

pass appropriate orders/ directions to;

a) to pass an ex-parte ad-interim order staying the effect and

operation of the Impugned Order dated 28 November 2023

passed by Securities Appellate Tribunal, Mumbai in Appeal

No. 846 of 2023; and



b) pass such further order/orders as this Hon. ble Court may deem

fit and proper in the facts and circumstances of the case.

AND FOR THIS ACT OF KINDNESS THE APPELLANT AS

IN DUTY BOUND SHALL FOREVER PRAY.

FILED BY:

( pAVr TY-R&Xu )
ADVOCATE-ON-RECORD

FOR THE APPELLANT

Filed on: Januaiy 2024
Place: New Delhi
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IN THE SUPREME COURT OF INDIA

CIVIL APPELLATE JURISDICTION

CIVIL APPEAL NO. OF 2024

(Under Section 22F of the Securities Contrsicts (Regulation) Act, 1956)

(Arising out of the Order dated 28 November 2023 passed by the Ld.

Securities Appellate Tribunal, Mumbai in Appeal No. 846 of 2023)

IN THE MATTER OF;

NATIONAL STOCK EXCHANGE OF INDIA LIMITED

...APPELLANT

VERSUS

20 MICRONS LTD. & ANR

...RESPONDENTS

APPLICATION SEEKING EXEMPTION FROM FHJNG THF.

CERTIFIED COPY OF THE IMPUGNED ORDER DATED 28

NOVEMBER. 2023

TO,
THE HON'BLE CHIEF JUSTICE OF INDIA

AND HIS COMPANION JUSTICES OF THE

HON'BLE SUPREME COURT OF INDIA

THE HUMBLE APPLICATION OF

THE APPELLANT ABOVENAMED

1. The Appellant has preferred the present Civil Appeal impugning the Order

dated 28 November 2023 passed by the Securities Appellate Tribunal,

Mumbai in Appeal No. 846 of 2023. The contents of the accompanying

I.A NO.  23494 / 2024



Appeal be read as part and parcel of the present Application and has not been

repeated herein for the sake of brevity.

2. That the Appellant is presently not in possession of the certified copy of tiie

Impugned Order against which the present Civil Appeal is being preferred as

the same was passed on 28 November 2023. However, due to urgency in

filing of the present Civil Appeal, the Appellant prays for leave of this
m
^  Hon'ble Court to file the present Civil Appeal annexing herewith a true cc;py

of the impugned order.

3. That the Appellant undertakes to file the certified copy of the impugned order

as and when so directed by this Hon'ble Court.

4. That Appellant shall suffer grave irreparable injury in case the present

m
application is not allowed.

PRAYER

In view of the submissions made above, it is most respectfully prayed that: this

Hon'ble Court may be pleased to:

a) Grant exemption to the Appellant from filing the certified trup copy of

impugned Order dated 28 November 2023 passed by the Ld. Securities
/

Appellate Tribunal, Mumbai in Appeal No. 846 of 2023;



b) Pass such other and further orders as may be deemed fit and proper in the facts

and circumstances of the case.

AND FOR TfflS ACT OF KINDNESS THE APPELLANT AS IN DUTY

BOUND SHALL FOREVER PRAY.

DRAFTED ON:

FILED ON: /S^. o) ■

FILED BY:

(
m

ADVOCATE-ON-RECORD

FOR THE APPELLANT



IN THE SUPREME COURT OF INDIA

CIVIL APPELLATE JURISDICTION

CIVIL APPEAL NO. OF 2024

(Under Section 22F of the Securities Contracts (Regulation) Act, 1956)

(Arising out of the Order dated 28 November 2023 passed by the Ld.

Securities Appellate Tribunal, Mumbai in Appeal No. 846 of 2023)

• IN THE MATTER OF:
NATIONAL STOCK EXCHANGE OF INDIA LIMITED

...APPELLANT

VERSUS

20 MICRONS LTD. & ANR

...RESPONDENTS

APPLICATION SEEKING PERMISSION TO FILE ADDITIONAL

DOCUMENTS ON RECORD

#T0,
THE HON'BLE CHIEF JUSTICE OF INDIA

AND HIS COMPANION JUSTICES OF THE

HON'BLE SUPREME COURT OF INDIA

THE HUMBLE APPLICATION OF

THE APPELLANT ABOVENAMED

MOST RESPECTFULLY SHOWETH: -

1. The present Civil Appeal is being preferred under Section 22F of the

Securities Contracts (Regulation) Act, 1956 ("SCRA") challenging the Order

I.A NO.  23498 / 2024
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dated 28 November 2023 ("Impugned Order") passed by the Ld. Securities

Appellate Tribunal, Mumbai ("Ld. Tribunal") in Appeal No. 846 of 2023.

2. The Appellant craves leave of this Hon'ble Court to refer and rely upon the

contents of the accompanying Civil Appeal as part and parcel of this

Application as the same are not being repeated for the sake of brevity.

3. By way of the present Application, the Applicant/ Appellant seeks permission

to file on record the Kotak Committee Report which is the basis for Regulation

17 (lA) of Securities and Exchange Board of India (Listing Obligations and

Disclosure Requirements) Regulations, 2015 ("LODR Regulations"). On the

basis of the Kotak Committee Report, Regulation 17 (lA) of LODR

Regulations was introduced and put into effect as there were no regulations

for the appointment of an independent director who has attained the age of 75

years. By way of adducing the Kotak Committee Report, the Appellant herein

intends to showcase the legislative intent behind Regulation 17 (lA). An

official copy of the Kotak Committee Report (Report of the Committee on

Corporate Governance) of SLBI dated 05 October 2017 is annexed herewith

and marked as ANNEXURE A-11. (^ lk3 - ̂3 Ig )

4. The Appellant humbly submits that the Ld. Tribunal while passing the

Impugned Order has failed to consider the findings given by the Kotak

Committee which led to the amendment in LODR Regulations by way of
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which Regulation 17 (lA) was introduced. The Kotak Committee wss

constituted by Respondent No. 2 for improving the standards of corpora e

governance of listed companies in India and the several recommendations ' T

the said committee were duly accepted by Respondent No. 2.

5. Also, by way of the present Application, the Appellant seeks permission ;o

file on record the consultation paper bearing the agenda and the decision of

the Securities and Exchange Board of India, i.e., Respondent No. 2, wherein

the Meeting of the Board of Respondent No. 2 took place to bring about

amendment in the LODR Regulations relating to appointment or re-

appointment of persons who fail to get elected as directors, including as

Whole-time directors or Managing Directors or Managers, at the general

meeting of a listed entity.

6. It is submitted that the aforementioned amendment was introduced as

Regulation 17 (IC) of the LODR Regulations and the legislative intent behind

the same is clearly stated in the consultation paper of Respondent No. 2.

7. The aforementioned consultation paper and agenda for amendment in the

LODR Regulations can be accessed on the website of Respondent No. 2, under

the year 2021»Tuesday, 28"^ December»Sr. No. 3»Subject -

Introduction of provisions relating to appointment or re-appointment of



persons who fail to get elected as directors, including as Whole-time directors

or Managing Directors or Managers, at the general meeting of a listed entity.

The URL of the same is as follows: -

https://www.sebi.gov.in/sebiweb/about/AboutAction.do?doBoardMeeting=v

es&vear=2021#

An official copy of the consultation paper of Respondent No. 2 as available

on the official website mentioned above is annexed herewith and marked as

ANNEXURE A-12j^An official copy of the decision of Respondent No. 2 as

on the official website of Respondent No. 2 mentioned above is annexed

Cirf)
herewith and marked as ANNEXURE A-13.^^A print out of the webpage

wherein the consultation paper and the decision of Respondent No. 2 can be

found is annexed herewith and marked as ANNEXURE A-14.

8. The Appellant herein has placed reliance on the consultation paper and the

decision of Respondent No. 2, to demonstrate the legislative intent behind the

introduction of Regulation 17 (IC) of LODR Regulations and humbly submits

that the Ld. Tribunal has gravely erred by not looking into the intent of

Regulation 17 (IC) of LODR Regulations and has virtually nullified and made

redundant the existence of Regulation 17 (lA) of LODR Regulations, by

misinterpreting Regulation 17 (IC) of LODR Regulations and reading the

#
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same in a combined manner along with Regulation 17 (lA) of LODlv

Regulations.

9. Further, the Appellant seeks to place on record the several waiver lette;s

received by the Appellant of listed companies that are in non-compliance jf

Regulation 17 (1 A) LODR Regulations and are coming forward and seeking

waiver of fme(s) imposed on them for non-compliance of Regulation 17 (Li.)

of LODR Regulations by placing reliance on the Impugned Order dated 28

November 2023, as well as the Order dated 27 April 2023 of the Ld. Tribunal

which has been categorically put under embargo vide order dated 18

September 2023 of this Hon'ble Court. More likely than not, many more such

instances are likely to occur wherein listed entities will place reliance on ;he

Impugned Order of the Ld. Tribunal, wherein the Ld. Tribunal has adopted an

interpretation of the Companies Act and the relevant SEBI Regulations to

conclude that a prior approval through a special resolution is not necessary for

appointing a non-executive director who has crossed the age of 75 years. This

interpretation is now allowing contraventions to take place and leisu ely

ratifying of the same through special resolutions of the general bodies of

companies much after the event. A true copy of the waiver letter dated 23

August 2023 of a listed entity, i.e., Adani Enterprises Limited, is annexed

herewith and marked as ANNEXURE A-15.^A true copy of the waiver letter

dated 01 December 2023 of a listed entity, i.e., Eros International Media



Limited, is annexed herewith and marked as ANNEXURE A-16.^ true copy

of the waiver letter dated 02 December 2023 of a listed entity, i.e.. Shah Alloys

Limited, is annexed herewith and marked as ANNEXURE A-17^A true copy

of the waiver letter dated 07 December 2023 of a listed entity, i.e., Kakatiya

Cement Sugar & Industries Limited, is annexed herewith and marked as

ANNEXURE A-18. A true copy of the waiver letter dated 11 December 2023

of a listed entity, i.e., DP Wires Limited, is annexed herewith and marked as

cW'Jkh) ^
ANNEXURE A-19. A true copy of the waiver letter dated 13 December 2023 Wr

A

of a listed entity, i.e., Nagreeka Exports Limited, is annexed herewith and

marked as ANNEXURE A-20.^A true copy of the waiver letter dated 18

December 2023 of a listed entity, i.e., Pavna Industries Limited, is annexed

herewith and marked as ANNEXURE A-21.

10.The present Application is being filed by the Appellant to place on record

before this Hon'ble Court the above stated documents. It is respectfully

submitted that the above stated documents are relevant for effective

adjudication of the present Civil Appeal.

11 - The Appellant has a strong prima facie case on merits in its favour and the

balance of convenience also lies in favour of the Appellant. That an irreparable

loss shall be caused to the Appellant in case the present Application is not

allowed.



12.That the present Application is made bona fide and in the interest of justice,

and this Hon'ble Court may be pleased to allow the same as prayed.

PRAYER

In the facts and circumstances of the case and in the interest of justice, it is

most respectfully prayed that pending the disposal of the Civil Appeal, this

Hon'ble Court may graciously be pleased to:

a) allow the instant application seeking permission to place additional

documents on record; and

b) pass such further order/orders as may be deemed fit and proper in the facts

and circumstances of the case.

AND FOR THIS ACT OF KINDNESS THE APPELLANT AS IN DUTY

BOUND SHALL FOREVER PRAY.

FILED 3Y:

(■RWl-TYMir)
ADVOCATE-ON-RECORD

FOR THE APPELL/lNT

Filed on: January 2024
Place: New Delhi



IU>

/Ml

REPORT OF THE

COMMITTEE ON CORPORATE GOVERNANCE

OCTOBER 5,2017

5rt^l^ #T ^
Securities and Exchange Board of India

s



.Report of the Comnvtiee on Corporate Governance / October PQl 7

PREFACE

The completion of this Committee's report in a short span of four months has been possible
because of the active participation and wholehearted support of all members of the
Committee, i take the opportunity to thank my fellow Committee members for their
valuable time and contributions as well as for the free and frank discussions over the past
few months. I am also grateful to the SEBi Chairman, Mr. Ajay Tyagi for entrusting the
Committee with this responsibility.

I would also like to thank the colleagues and families of every Committee member far
extending their support without which this Committee would not have been able to
complete the arduous task in such a short period.

India is a strong emerging force on the global map. Its growth is enabled by progress and
development across sectors by public and private enterprises, and is built on the foundation
laid down by the government and regulators that encourages transparency in business
dealings, accountability and good governance.

As India aspires to its rightful position as a global leader, the focus will be on Corporate
India and on Indian markets. Corporate India has a key role in nation building and

corporate governance is an integral part of the broader governance of the country.

Today, leading corporates in India, who are often seen as role models by budding
entrepreneurs, emerging SMEs and the broader community at large, are also looked up to
for their corporate governance practices. However, if one investigates further, weaknesses

become visible. This is where the contention between letter and spirit comes to light. By

and large most leading corporates in India follow rules and regulations, and if their

governance practices are put to test, they will likely stand scrutiny of the law. However, if

one delves deeper, one could find that while the letter of the law may have been complied

with, the spirit of regulations has not necessarily been embraced wholeheartedly.

In India, there are broadly two styles of running a company - the "Raja" (Monarch) model

and the "Custodian" (Trusteeship) model: In the "Raja" model, promoter interest i.e. self-

interest precedes interests of "Praja" i.e. other stakeholders. Given the sizeable number of

promoter-led companies that are present in the Indian market, the challenges India Inc.

faces are inherently unique. There are instances of promoters carrying out actions that are

favourable to them but detrimental to the interests of minority shareholders. This has

affected confidence in India Inc.

The "Custodian" model works on "Gandhian Principles", and is relevant for both promoter-

managed as well as professionally managed entities. Under this model, promoters, boards

and management wear the hat of "trustees" and act in the interest of all stakeholders -

shareholders, investors, employees, customers et al, keeping stakeholder interests before

self-interest. Corporate India needs to move in this direction.
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This report is a sincere attempt to support and enable sustainable growth of enterprise,

while safeguarding interests of various stakeholders, it is an endeavor to facilitate the true

spirit of governance. Under the leadership of a vigilant market regulator - SEBI, and with

the persistent efforts of key stakeholders, corporate governance standards in India will

continue to improve. A stronger corporate governance code will enhance the overall

confidence in Indian markets and in India.

Uday Kotak

Chairman, Committee on Corporate Governance

Mumbai, October 5, 2017
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The SEBI Committee on corporate governance was formed on June 2, 2017 under the Chairmarship
of Mr. Uday Kotak with the aim of improving standards of corporate governance of listed compa nies
in India. The Committee was requested to submit its report to SEBI within four months,.

Composition of the Committee

S.No' r Member Details Organisationand designation Capacity

1 Mr. Uday Kotak
Executive Vice Chairman and Managing Director, Kotak
Mahlndra Bank Limited

Chairman

2 Mr. Madhukar Gupta
Additional Secretary, Department of Public Enterprises,
Ministry of Heavy Industries and Public Enterprises

Membtjr

3 Mr. Praveen Garg
Joint Secretary (Financial Markets), Department of
Economic Affairs, Ministry of Finance

Member

4
Mr. Amardeep Singh
Bhatia

Joint Secretary, Ministry of Corporate Affairs Membe."

5 Mr. Keki Mistry
Vice Chairman & Chief Executive Officer, Housing

Development Finance Corporation Limited
Membcjr

6 Mr. RIshad Premji
Chief Strategic Officer and Member of the Board, Wipro
Limited

Member

7 Mr. R Shankar Raman Whole Time Director and CFO, Larsen &Toubro Limited Member

8 Mr. Nilesh Shivji Vikamsey
President, The Institute of Chartered Accountants of India
(ICAI)

Member

9 Mr. Mahavir Lunawat

Chairman, Financial Services Committee and council

member. The Institute of Company Secretaries of India
(ICSI)

Membfjr

10 Mr. Ashish Kumar Chauhan MD & CEO, Bombay Stock Exchange (BSE) Member

11 Mr. J Ravlchandran
Group President, National Stock Exchange of India Ltd
(NSE)

Membr r

12 Ms. Zia Mody Managing Partner, AZB & Partners Member

13 Mr. Cyril Shroff Managing Partner, Cyril Amarchand Mangaidas Member

14 Mr. Joydeep Sengupta
Senior Partner and Leader of Asia Pacific Banking Practice,
McKinsey & Company

Member

15 Ms. Shobhana Kamineni^ President, Confederation of Indian Industry (Cll) Member

16 Mr. Pankaj R Patel^
President, Federation of Indian Chambers of Commerce &
Industry (FICCI)

Member

17 Mr. J N Gupta
Managing Director, Stakeholders Empowerment Services
(5ES)

Member

18 Mr. AmitTandon
Managing Director, Institutional Investor Advisory
Services (HAS)

Member

19 Mr. N Venkatram Managing Partner & CEO, Deloitte India Member

20 Mr. Arun M Kumar Chairman & CEO, KPMG India Member

21 Prof. Vasanthi Srinlvasan Professor, IIM Bangalore Member

22
Mr. Krishnamurthy

Subramanian
Associate Professor of Finance, Indian School of Business Member

23 Dr. U D Choubey
Director General, Standing Conference Of Public
Enterprises (SCOPE)

Member

^ Ms. Shobana Kamineni was represented by Ms. Zia Mody/ Mr. Keki Mistry in the meetings
^ Mr. Pankaj R Patel was represented by Mr. Ashok Gupta, Co-Chair, Corporate Laws Committee, FICCI and
Group General Counsel, Aditya Biria Group, in the meetings
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S.No Member Details

: 1 .V" r;-, - r: — -i- • k. .. - v. .0. ■,'T, . ..j .,.... .

Organisation and designation ' ' ^ Capacity >

24 Mr. S. Ravindran Executive Director, SEBI Member

25 Mr. S Raman Former Whole Time Member, SEBI Special
Invitee

Terms of the reference of the Committee

With the aim of improving standards of Corporate Governance of listed companies in India, the
Committee was requested to make recommendations to SEBi on the following issues:

1. Ensuring independence in spirit of Independent Directors and their active participation in
functioning of the company;

2. Improving safeguards and disclosures pertaining to Related Party Transactions;

3. Issues in accounting and auditing practices by listed companies;

4. Improving effectiveness of Board Evaluation practices;

5. Addressing issues faced by investors on voting and participation in general meetings;

6. Disclosure and transparency related issues, if any;

7. Any other matter, as the Committee deems fit pertaining to corporate governance in India.

The Committee was requested to provide its recommendations in the context of equity listed
companies.

Approach

The Committee had twelve meetings over a period of four months with the first meeting held on
June 14, 2017 and the last on September 29, 2017. The Committee deliberated each of the terms of
reference in detail. The Committee, wherever required, formed sub-groups for analysis of specific
issues.

This Report sets out the recommendations of the Committee along with the rationale and the
expected timeline for implementation of such recommendations.

The Committee's approach to the recommendations has been driven by the primary objective of
enhancing corporate governance for listed entities. In this regard, the Committee believes that there
are certain recommendations which may require implementation by authorities/ regulators in
addition to SEBI. Therefore, the Committee has suggested that SEBI take up such recommendations
with the relevant authorities/ regulators.

The Committee has received a letter from the Ministry of Corporate Affairs {"MCA") dated October
3, 2017 with comments on the recommendations. The same is enclosed in Annexure 1. The
Committee has also received a letter from the Ministry of Finance ("MoF") dated October 3, 2017
with certain observations/comments on the recommendations. The same is enclosed in Annexure 2.
These letters have been shared with SEBI and the Committee recommends that SEBI consult with
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the MCA and the MoF, as relevant, in the context of implementing the recommendations in this
Report.

The Report suggests certain amendments to the existing provisions {which are reflected In red and
underllne/strlkethrough) and certain new provisions (which are reflected In red) that may be
required to implement the recommendations. For the ease of reference of the reader, the Report
also summarises the current regulatory framework along with detailed provisions included in
Annexure 3.
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India accounts for nearly 3 per cent of world GDP and 2.5 percent of global stock market
capitalization. With over 5,000 listed companies and more than 50 companies in the global Fortune
2000, India represents a vibrant mix of small and large companies that access capital from domestic
and international investors to fund their growth. Many of these companies are amongst the largest
employers. Moreover, a large number of small investors in India rely on corporate India's good
performance so that the returns they obtain on their investments can ensure their financial security.
Beyond doubt, corporate India represents a key engine that powers nation building; and nation

building requires sound principles of governance, whether it is a country or a company. As corporate
India's health is critical for India's future, sound corporate governance needs to be the key enabler

to manifest this reality.

Corporate governance deals with the ways in which suppliers of capital to corporations, especially

faceless, powerless small investors, can assure themselves of getting fair treatment as stakeholders.

A promoter, or a professional manager, raises funds from equity investors either to put them to

productive use or to cash out his/her holdings in the firm. The investors need the manager's/

promoter's specialized human capital to generate returns on their funds. But how can small

suppliers of capital ensure that, once they invest their funds, owners and/or professional managers

will invest their money responsibly and return some of the profits generated from such investments?

Corporate governance deals with the mechanisms to address this key question.

Does Corporate Governance Really Matter?

Research provides robust evidence that companies that exhibit sound corporate governance

generate significantly greater returns when compared to companies that exhibit poor corporate

governance.^ In fact, well governed companies across the world command a premium of anywhere
between 10 to 40 percent more than their not so well governed counterparts. Research focusing on

the governance mechanisms that ensure such value creation highlights the role of: (i) composition of

boards, especially their independence in law and in spirit from the company's management; (ii)

expertise of the directors on the boards; (iii) the composition and independence of key board
committees such as the audit committee and the nomination and remuneration committee; (iv)

independence of the companies' auditors and the quality of audit of its financial statements; (v) the

quality of disclosures by the company; and (vi) careful balancing of the interests of controlling
shareholders vis-^-vis minority shareholders. Numerous studies indicate that the payoff from good
corporate governance manifests both in the operating results of publicly listed companies, as well as
the market capitalization of such companies. In fact, good firm-level governance often makes up for
weaknesses in a country's corporate laws or the enforcement of such laws.

^ For evidence In the Indian context, see Sarkar, Sarkar and Sen (2012), "A Corporate Governance Index for
Large Listed Companies in India," Working Paper, IGIDR. For similar evidence across the world, see Agrawal, A.,
& Knoeber, C. R. (2012), "Corporate governance and firm performance," Oxford Handbook In Managerial
Economics, Oxford University Press.
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Why Review Corporate Governance Now? The Case for Change

Over the past decade, policymakers in India have been acutely conscious of the importanc3 of
corporate governance - several committees, including those under the chairmanship of Mr. Kumar
Mangalam Biria, Mr. Narayana Murthy and Mr. Naresh Chandra, have made valuable
recommendations which have been largely adopted. Yet, governance practices even in some of the
most reputed publicly listed Indian companies have come under question on a numbe: of
dimensions. These include evaluation of company boards, board diversity, reliability of disclosures
(especially those relating to financial statements), role of independent directors, protection of
minority shareholder interests, managerial compensation and related party transactions.

Some global trends, also evident in India, drive the demand for a higher quality of corporate
governance, for instance;

a) Increasing pace of change in market conditions, viz. demographic, technological and market
change, which require companies and their boards to be agile and quickly adapt to the changing
business environment.

b) Obsessive focus on short-term performance often at the cost of long-term performance: Rather
than pursuing long-term strategies, many public companies and boards dedicate significant
resources to meeting quarterly earnings guidance and communicating their performance relative to
this guidance, in a survey conducted by McKinsey and CPPIB in 2014, nearly half of the C-.suite
respondents stated that the reason for their organizations' overemphasis on short-term financial
results and under emphasis on long-term value creation was the compan/s board.

c) Several corporate governance failures across the world and an increasingly complex regulatory
environment have sharpened the focus on good governance.

d) An increasing number of passive institutional owners with small positions in a wide range of
companies - raising the expectations towards, and opportunities for, larger shareholders to be active
and involved as owners to ensure and support the value creation in their individual port;olio

companies. What has led to this sharp rise in activism? According to Stephen Murray, president and

CEO of CCMP Capital Advisors, a major private-equity firm, "The whole activist industry exists

because public boards are often seen as inadequately equipped to meet shareholder interests."

e) "increasing evidence that private equity ("PE") owned companies outperform publicly listed ones.
Directors who have served on the boards of both public and private companies add that the

behavior of the board is a key element driving superior operational performance. Compared to their

public-owned company counterparts, directors in PE-owned companies are believed to spend far

more time on strategy and risk management, have deeper functional and industry expertise and

engage more actively in talent management. Clearly, public boards cannot (and should not) seek to

replicate all elements of the PE model. Nevertheless, can public boards be structured so that cheir

members can put more time into managing strategy, risk, talent and performance?

" Source: Acharya, Kehoe, Reyner, McKinsey on Finance (December 2008), "The voice of experience: Public
versus private equity"
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f) Significant market discount being placed on Public Sector Enterprises (PSEs): Given their multiple
objectives, we continue to witness significant value erosion in several PSEs. Most public sector
banks, for example, trade at a significant discount to book value, and at a considerable discount to
their counterparts in the private sector.

Given these trends, not surprisingly, there's been a renewed focus on improved corporate
governance: better structures, more rigorous checks and balances, and greater independence of ail
key gate-keepers including boards and auditors. Arguably, governance suffers most when boards

spend too much time looking in the rearview mirror and not enough scanning the road ahead.
Directors have difficulty in prioritizing their time between quarterly reports, audit reviews, budgets
and compliance on the one hand and matters crucial to the future prosperity and direction of the

business on the other.

This has to change.

Principles of the Change Agenda ^
The Committee's approach has been to focus on addressing immediate challenges and gaps in

governance while at the same time, anchoring its discussions firmly in the long term. The Committee

believes that such a focus on the long term is necessary to enable our companies shape a strong and

resilient governance apparatus for the foreseeable future, irrespective of the timeframe, at its core,

the Committee believes that well-governed companies need to fulfil two major roles: the first to

focus on long-term value creation and the second to protect shareholders interests by applying

proper care, skills and diligence to business decisions.

in relation to the governance processes that wouid heip achieve these outcomes, the Committee

was guided by the following conceptual underpinnings:

First, high-quaiity information represents the basic input for governance because it reduces the twin

problems of reliability and asymmetric information, which refer to the fact that professionai

managers, board members and auditors possess significantly greater information than the average

investor in these companies. These may get exacerbated by the possibility that good news may be

revealed aggressively while bad news may be allowed to percolate slowly or remain undisclosed.

Therefore, high-quality information is the primary ingredient for enabiing shareholders to exercise

their voting rights in general meetings of the company and express their views on such key

corporate decisions. Even directors and auditors have to reiy on high-quaiity information about the
operations of the company to duiy discharge their fiduciary duties. Thus high-quality information is
the key pillar of corporate governance.

Second, good corporate governance primarily helps overcome potential agency problems which can
occur if managers who are agents of ail shareholders (particularly the faceless, powerless ones)
pursue their personal interests to the possible detriment of investors' interests.

Last, but not the ieast, regulatory monitoring and optima! use of the proverbiai carrot and stick
represents a key element of corporate governance.
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With these guiding principles, the Committee deliberated on the following:

A. Shaping governance for long-term value creation: Given long-term trends, it is clear that the
board of the future will need to operate with an owner's mindset and guard its authority and
independence zealously. Operating with an "owner's" mindset would Imply:

i) Optimizing the composition of the board to ensure that it has the right mix of domain, functional
and 'future read/ expertise, e.g., digital/analytics in addition to appropriate ethos, given the
strategic context of the company. High demographic diversity among board members has a positive
effect on financial performance and the quality of strategic decision-making.

ii) Ensuring adequate time is spent by individual board members with clear guidelines. Periodici ty of
meetings will also have to increase.

iii) Cultivating the spirit of independence on the board and ensuring its unfettered practice through
truly independent high quality non-executive directors, a chairman independent of the CEO, regjular
challenges and discussions with management and through key committees. Truly independent
boards are vital to effective governance. As former UK Financial Reporting Council Chairman, Sir
Christopher Hogg has noted, "Good boards are pretty uncomfortable places and that's where they
should be."

iv) Enabling the boards to independently develop and discuss strategic perspectives on the company.
Ensuring that substantial time is spent on strategy, performance, talent, risk managerr-ent,
succession planning and social responsibility.

v) Constructively engaging and communicating with long-term institutional shareholders and
engaging with them on matters of strategic importance including long-term value creation.

vi) Ensuring consistent and sufficiently frequent evaluation of the board's and the individual baard

member's performance.

vii) Reviewing board member compensation to enhance commitment and obtain the right talent.

B. Shaping governance to protect shareholder interests: Securing the interests of all shareholders is

a fiduciary duty of the board. Today in India, there are a number of ways in which shareholder

interests get compromised. Safeguarding shareholder interest would imply:

i) Strengthening the core safeguarding committees of the board, audit, risk and technology

(including cyber security) - enhancing their scope and periodicity.

ii) Enhancing monitoring of group entities and subsidiaries to ensure shareholders get a holistic and

transparent view of performance.

iii) A majority of Indian listed entities continue to be promoter-driven entities with significant

shareholding being held by the promoter/promoter group. Therefore, protection of the interes:s of

minority shareholders, especially those of the retail shareholders assumes even more importance. In

this context, clarifying conditions for sharing of information and creating checks and balances on

related party transactions are crucial for good governance, it is also, important to ensure that
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compensation practices, especially with respect to promoter-directors, do not exacerbate potential
agency problems.

iv) Enhancing disclosure norms significantly in order to provide greater transparency to investors and
thereby reduce possible asymmetric information, including In areas such as credit rating, securities
holdings, and performance. Financial and performance disclosures alone tend to yield little insight
into the company's value drivers or future potential. These disclosures rarely connect recent

performance to long-term strategy and progress on value creation. Companies that articulate a long-
term strategy effectively tend to attract investors who are more willing to look beyond short-term
under-performance.

v) Recognizing that stakeholders rely significantly on auditors, strengthening the audit function will

provide them greater comfort.

vi) Evaluating structural solutions for PSEs.

vii) Strengthening the enforcement mechanism by leveraging data, technology and creating greater

enforcement capacity within SEBi. This has the potential to have a multiplier effect on governance of

listed entities.

C. Building regulatory capacity for enhancing governance of listed entities: Corporate governance

deals not only with the de jure but also the de facto aspects of the law. In this context, SEBTs role as

a regulator of capital markets assumes particular importance given that it requires diligent

detection, monitoring and enforcement of punitive action. The efficacy of the Committee

recommendations, therefore, depend critically upon SEBI's detection and enforcement capabilities.

By drawing on the experiences of regulators in other countries, this Committee recommends specific

steps to build capacity at SEBI.

These principles provided the Committee a framework to engage in a more extensive debate around

the relative importance of each of the principles and its applicability to the various issues. They also

acted as a guardrail to ensure we were leaving no significant issues uncovered in our quest for

preparing our boards for the future. All subsequent detailed chapters in the report are consistent

with these principles.

Approach to Implementation: Evolution not Revolution

The Committee was faced with a number of choices while defining timelines for implementation of

its recommendations. It was tempting to seek an accelerated implementation of all
recommendations — however, the Committee picked a balanced and measured approach as it feit

that preparedness is important and change must be smooth. Otherwise, there was the risk of poor
execution with damaging second order consequences. As such, we have arrived at a phased
timetable for most initiatives to be executed between 2018 and 2020. It was agreed that a phased
transition could allow companies time to adjust to new governance demands. For example, on
disclosure of long-term strategy, the Committee has provided guidance, as opposed to mandating a
timeframe.

There are also a few implementation challenges; for one, the availability of quaiified independent
directors. While we have tried to address some of the obvious deterrents, iike compensation, much
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needs to be done to enhance the supply of this scarce pool. Simiiariy, some of ti iese
recommendations will not only involve multiple stakeholders but also get into unchartisred
territories; perhaps even be contentious.

Hence, our approach is evolutionary. We propose that these be implemented In a sequenced but
disciplined way over the next three years.

The Committee comprises of persons from diverse backgrounds including representatives from the
corporate sector, the government, industry bodies, professional bodies, lawyers, academicians,
consulting and accounting firms, stock exchanges and proxy advisors. We have had extensive
discussions and our recommendations have been carefully finalized keeping in mind the objective of

enhancing corporate governance while facilitating ease of doing business.

We believe that we have a unique opportunity to create a world class corporate governance

environment in India that will enable India to fulfil Its destiny.
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iilpTigWIli® OF THE iOAR||ii||^

The basic principle underlying the governance of a corporate entity is that the superintendtince,
control and direction of its business and affairs lie with its board of directors, with the execjtive
management being delegated powers for smooth and efficient operational functioning. Accordingly,
the board of directors as a whole is responsible to all stakeholders for meeting the requisite
standards of corporate governance. The responsibilities of the board of directors are accentuated in
a listed entity given the wider ambit of stakeholder interests.

The Committee observed that while aspects relating to the composition and role of the boa -d of
directors of listed entities have been subjected to gradual reform, a holistic re-assessmeni is
required to further strengthen the same.

Accordingly, this review by the Committee and the attendant recommendations seek to address
aspects relating inter-alia to the size of the board and its diversity, separation of the rokis of
chairperson and executive management, attendance of directors at board meetings, ongoing
updation of knowledge of directors and disclosure of their skills/expertise.

1. Minimum Number of Directors on a Board

Current reeulatorv provisions:

At present, the Companies Act, 2013 read with rules issued thereunder [hereinafter referred to as
the "Companies Act") requires a minimum of three directors on the board of a public linkted
company. There is no similar requirement in the SEBI (Listing Obligations and Disclcsure
Requirements) Regulations, 2015 (hereinafter referred to as the "SEBI LODR Regulations"). (Click for
Detailed Provisions)

Recommendation and rationale:

The board of directors plays an important role in a company's governance and perforrr.ance. it is
therefore essential that a company has a sufficient number of directors on its board to ensure tliat it
is able to carry out its functions effectively. In view of the additional functions and obligations or the
board of a listed entity, relative to unlisted entities, it is crucial that a sufficient number of directors
with diverse backgrounds and skill sets are available on the boards of listed entities to fulfill these
functions and obligations.

Therefore, the Committee recommends that for any listed entity, a minimum of six directors should

be required on the board of directors.

Proposed amendments to SEBI LODR Regulations (w.e.f. October 1.2018):

Current prdvisldn ln iSEBI LObRlRegulatidns Ikklir Proposed i arhehded ; provision::
::Rppiilatirihc

In iSEBi; : lODR

No specific provision. Reg 17. Board of Directors.

(1) The composition of board of directors of the listed
entity shall be as follows:

Insertion of a new clause (c):

(c): board of directors shall comprise of not less than
six directors.

13
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2. Gender Diversity on the Board

Current regulatory provisions:

The Companies Act and the rules prescribed thereunder require at least one woman director on the
board of directors of every listed entity. The SEBI LODR Regulations also currently require at least
one woman director on the board of a listed entity. (Click for Detailed Provisions)

Recommendation and rationale:

Diversity, including gender diversity, is often seen to have a positive impact on the decision making
processes of corporate boards. The Companies Act and SEBI LODR Regulations took a progressive
step in requiring at least one woman director to be on the board of directors of listed entities. This

was done as under-rrepresentation of women on boards was a significant concern in India. Although
India lags behind global markets in women participation on corporate boards, the broad reaction of
corporate India on having to include at least one woman on every board has been largely positive.
Women representation on the boards of NIFTY 500 companies, which was at 5% as on March 31,
2012, increased to 13% as on March 31,2017.

To further improve gender diversity on corporate boards, the Committee recommends that every
listed entity have at least one independent woman director on its board of directors.

Proposed amendments to SEBI LODR Regulations fw.e.f. October 1.2018);

Current provision in SEBI LODR Regulations Proposed amended provision in SEBi LODR

Regulations

Reg 17. Board of Directors

(1) The composition of board of directors of the listed

entity shall be as follows:

(a) board of directors shall have an optimum

combination of executive and non-executive directors

with at least one woman director and not less than

fifty percent of the board of directors shall comprise

of non-executive directors;

Reg 17. Board of Directors

(1) The composition of board of directors of the listed

entity shall be as follows:
(a) board of directors shall have an optimum

combination of executive and non-executive directors

with at least one woman as an indeoendent director

and not less than fifty percent of the board of

directors shall comprise of non-executive directors;

3. Attendance of Directors

Current regulatory provisions:

Currently, the Companies Act provides for the automatic vacation of the office of director if a
director is absent from all meetings of the board of directors held during a 12-month period. There is
no requirement for minimum attendance of directors in meetings of the board of directors under
the SEBI LODR Regulations. (Click for Detailed Provisions)

Recommendation and rationale:

Board members have the responsibility to protect the interests of various stakeholders. Hence, it is
desirable that directors attend all scheduled meetings to carry out their fiduciary duties
appropriately. However, it is understandable that sometimes, they may not be able to do attend due
to certain exigencies.

The Committee is of the view that it is important for ail directors to attend a minimurn number of
meetings in order to enhance their contribution of skill, time and value towards serving the long-
term interests of all stakeholders, it is therefore recommended that if a director does not attend at

14
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least half of the total number of board meetings over two financial years on a rolling basis, hi s/her
continuance on the board should be ratified by the shareholders at the next annual general meeting.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.20181:

Current provision in SEBjiLObRiRegul^^^^^^

No specific provision.

Proposed )- amended - :;provlsioni in ■; SEBI
Regulations - i

.OOR

Reg 17. Board of Directors
insertion of a new sub-Regulation (2A):
2A, With effect from April 1, 2018, if a director does
not attend at least half of the total number of board
meetings held over the Relevant Period, his/her
continuance on the board shall be subject to
ratification by the shareholders at the next annual
general meeting (notwithstanding the nature of
directorship).
Explanation: For the purposes of this provisior, the
term "Relevant Period" shall mean a period of tv/o
consecutive financial years on a rolling itjasis,
commencing from the financial year immed ately
succeeding the date of appointment. For ex sting
directors, the "Relevant Period" shall commence from
April 1, 2018.

4. Disclosure of Expertise/Skills of Directors

Current regulatorv provisions:

The Companies Act and SEBI LODR Regulations require the disclosure of a brief profile of a director
on his/her appointment, including expertise in specific functional areas. However, there is no specific
requirement under the Companies Act or SEBI LODR Regulations for listed entities to disclose, the
required and available expertise of the board on a regular basis. (Click for Detailed Provisions)

Recommendation and rationale:

In today's dynamic and complex world, diverse skill-sets of the board of directors have becona a
necessity. The Importance of diversity on a board cannot be overstated. A group of Individuals .vith
varied skill-sets and experience Is critical for providing comprehensive guidance and direction co a
company.

The Committee acknowledged that while a board of directors may seek external expert advice on
various matters, given the collective responsibility and the need for the board to make infor.ned
business judgement, a balanced wholesome board with complementary skill-sets amongst the
directors Is Imperative. Typically, these skill-sets would comprise technical/academic skills, genara!
management, global business, technology, manufacturing/operations, risk management, ate.
Recognizing this, board members should collectively have a wide set of skill-sets appropriate for the
relevant business.

Currently, there Is no requirement for the disclosure of the expertise matrix of the board c n a
regular basis and therefore shareholders are unable to adequately analyze whether a board has a
sufficient mix of diverse expertise/skill-sets.

It is therefore recommended that the board of directors of every listed entity should be required to
list the competencies/expertise that it believes Its directors should possess. It should also be
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required to disclose the list of competencies/expertise that its board members actually possess.
Some illustrative parameters that may be considered in this context are listed in Annexure 4.

Further, it is recommended that initially, a listed entity should be required to disclose competencies
of its board members against every identified competency/expertise without disclosing names in the
annual report for financial year ending March 31, 2019. However, detailed disclosures of
competencies of every board member, along with their names, should be required w.e.f. March 31,
2020 (i.e. for annual report for the financial year ending March 31,2020).

Proposed amendments to SEBI LODR Regulations fw.e.f. FY ending March 31. 2Q19/March 31.
2020 as aPDiicablel;

Current provision in SEBI LODR Regulations '

No specific provision.

Proposed' amended

Regulations

provision in SEBI >LOOR

Schedule V: Annual Report

10 Corporate Governance Reoort: The following
disclosures shall be made in the section on the

corporate governance of the annual report.
(2) Board of Directors:

Insertion of a new sub-clause (h):

(h) A chart or a matrix setting out the

skiiis/expertise/competence of the board of directors
specifying the following:

(i) List of core skiiis/expertise/competencies

identified by the board of directors as required in

the context of its business(es) and sector(s) for it
to function effectively and those actually available

with the board; and

(ii) Names of directors who have such
skiiis/expertise/competence, with effect from
financial year ended March 31, 2020.

5. Approval for Non-executive Directors on Attaining a Certain Age

Current regulatory provisions:

The Companies Act provides that a person may be appointed/continue as Managing Director
{hereinafter referred to as "MD"), whole-time director or manager on attaining the age of 70 years
by passing a special resolution. However, no such provision exists for non-executive directors. (Click
for Detailed Provisions)

Recommendation and rationale:

The Committee recognizes that while age itself may not be a determinant of efficiency or capability
of a person or the basis for disqualification of a director, a higher level of shareholder endorsement
may be required for directors to continue in their position beyond a certain age. The Committee
further noted that non-executive roles on a board also require significant commitment of time. In
this regard, the Committee is of the view that checks and balances should be considered in
connection with the age of Non-executive Directors {hereinafter referred to as "NEDs") similar to the
provisions of the Companies Act for executive directors.
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Therefore, the Committee recommends that a provision requiring a special resolution on a similar
basis should be inserted for listed entities for the appointment/continuation of NEDs on attaining
the age of 75 years for the relevant term. All shareholders should be permitted to vote on such a
resolution.

Proposed amendments to SEBI LODR Regulations (w.e.f. October 1.2019):

Current provision in SEBI LODR Regulations Proposed;: .amended prdyisipri;; rin gSEBl : ; f.ODR
Regulations

No specific provision. Reg 17. Board of Directors.
Insertion of a new sub-Reeulatlon (lAl:

(lA) No listed entity shall appoint a perse n or
continue the directorship of any person as a non

executive director who has attained the age of

seventy five years unless a special resolution is pnsssd

to that effect, in which case the explanatory

statement annexed to the notice for such motion

shall indicate the justification for appointing such a

person.

6. Minimum Number of Board Meetings

Current reeuiatorv provisions:

Currently, both the Companies Act and the SEBI LODR Regulations require at least four meetings of
the board every year with a maximum gap of one hundred and twenty days between any tvo
meetings. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee believes that the four meetings of the board tend to focus primarily on financial
results and other matters relating to regular compliance. Hence, boards may be required to meet

more frequently to focus on other critical aspects of a listed entity such as its management and
corporate governance. Accordingly, it Is recommended that the minimum number of meetings of
board of directors be increased to five every year.

Additionally, the Committee Is of the view that aspects like strategy, succession planning, budgets,
risk management, ESG (environment, sustainabliity and governance) and board evaluation are

critical to the medium-term and long-term future of a listed entity - and in order to ensure chat

there is adequate attention paid thereto, the Committee recommends that, at least once a year, the

above-referred aspects should be specifically discussed by the board.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Current provision in SEBT LODR Regulations - Proposed amended provision, i: In SEBI ^ 13DR
: Regulations

Reg 17. Board of Directors.

(2) The board of directors shall meet at least four

times a year, with a maximum time gap of one

hundred and twenty days between any two meetings.

Reg 17. Board of Directors

(2) The board of directors shall meet at least feu - five

times a year, with a maximum time gap of one

hundred and twenty days between any two mee ;ings
and at least once a vear, the board shall soecificallv

discuss strategy, budgets, board evaluation, risk

management, ESG (environment, sustainabllitv and

governance) and succession planning.
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7. Updatlon of Knowledge of the Board Members

Current regulatory provisfons:

Currently, the Companies Act contains general provisions pertaining to the induction of independent
directors. SEBI LODR Reguiations require familiarization of the independent directors relating to
certain specified matters and that the board of directors periodically reviews compliance reports
pertaining to all laws applicable to the listed entity as well as steps taken to rectify instances of non-
compliances. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee is cognizant of the ever-evolving and changing reguiatory environment. The
Committee also acknowledges that ignorance of the law is no excuse, and that the board's
supervisory role holds it ultimately accountable for unlawful actions of the company. Accordingly, in
order for the directors to exercise their judgement and discharge their duties with sufficient
knowledge, the directors need to be kept abreast of changes in laws, regulations, relevant judicial or
regulatory orders, and compliance requirements.

Therefore, in order to fill this information gap, it is recommended that at least once every year, the
board of directors should be updated on reguiatory and compliance changes.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.20181:

CurrentprcvisioniinSEBLLODR Regulations Proposed amended provision in SEBI LODR

iReguiations - V
No specific provision. Reg 17. Board of Directors

Insertion of a new sub-Reculation (3A)

(3A) The listed entity shall, at least once every year,
undertake a formal updatlon programme for the

board of directors on changes in applicable laws,
regulations and compliance requirements.

8. NED Engagement with the Management

Current regulatory provisions;

Currently, the Companies Act and SEBI LODR Regulations do not have any provisions requiring

mandatory engagement of the NEDs with the management.

Recommendation and rationale:

The Committee believes that interaction between the NEDs and the management is critical for a

better understanding by NEDs of the company's business and of the managerial capacity and
capability of the company.

Therefore, it is recommended that at least once every year, an interaction should be required
between the NEDs and senior management.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Cufreht provision in SEBI LODRReguiations Proposed : amended ;: i'provision; :::in : SEBI .;.: LODR :
Regulations

No specific provision. Reg 17. Board of Directors
insertion of a new sub-Regulation (3Al

(3A) The listed entity shall, at least once every year.
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undertake a formal interaction between the non-

executive directors and the senior management.

9. Quorum for Board Meetings

Current regulatory provisions:

Currently, the Companies Act requires a quorum of one-third of the total strength of the board of
directors or two directors, whichever is higher, for every board meeting. SEBI LODR Regulations do
not prescribe any quorum for meetings of board of directors. (Click for Detailed Provisions]

Recommendation and rationale:

The Committee is of the opinion that in view of the increased obligations of the boards of isted
entities, a higher quorum may be required vis-a-vis other companies. The Committee also believes
that in the interest of all stakeholders, especially minority shareholders, the presence of at leas: one
independent director is required for every board meeting.

Therefore, it is recommended that the quorum for every board meeting of the listed entity should
be a minimum of three directors or one-third of the total strength of the board of directors,
whichever is higher, including at least one independent director.

Proposed amendments to SEBI LODR Regulations (October 1. 2018):

iiCutrentlprdvislbn.m.S^ Regulationstr:: . Proposed amended: provision;; in ;SEBI .ODR

Reguiations

No specific provision. Reg 17. Board of Directors

Insertion of a new sub-Reeuiation (2A):

(2A) The quorum for every meeting of the board of
directors of the listed entity shail be one-third of its

total strength or three directors, whichever is higher,
including at least one independent director and

subject to the requirements of the Companies Act,

2013, the participation of the directors by '/ideo
conferencing or by other audio-visual means shall

also be counted for the purposes of such quorurr..

10. Separation of the Roles of Non-executive Chairperson and Managing

Director/CEO

Current reeulatorv provisions:

Currently, the Companies Act states that an individual shall not be appointed/reappointed a< the
chairperson of a company as well as its MD/CEO at the same time unless the articles of ruch
company provide otherwise or the company does not undertake multiple businesses. SEBI LODR

Regulations do not mandate a separation of the posts of chairperson and chief executive officer of
the listed entity but state that it is a discretionary requirement for a listed entity. (Click for Detailed

Provisions)

Recommendation and rationale:

Corporate democracy is built into the interconnected arrangement amongst the board, the
shareholders and the management, where the board supervises the management and reports tc the
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shareholders. The issue of whether to separate the roles of the chairperson and the CEO/MD, while
not a recent phenomenon, is a growing concern in corporate governance worldwide.

The separation of powers of the chairperson (i.e. the leader of the board) and CEO/MD (i.e. the
leader of the management) is seen to provide a better and more balanced governance structure by
enabling better and more effective supervision of the management, by virtue of:

a)

b)

c)

d)

e)

f)

providing a structural advantage for the board to act independently;

reducing excessive concentration of authority in a single individual;

clarifying the respective roles of the chairperson and the CEO/MD;

ensuring that board tasks are not neglected by a combined chairperson-CEO/MD due to lack of
time;

increasing the possibility that the chairperson and CEO/MD posts will be assumed by individuals
possessing the skills and experience appropriate for those positions;

creating a board environment that is more egalitarian and conducive to debate.

Several corporate governance codes for best practices recommend this, a few jurisdictions require it,
and many companies are actively debating whether to undertake it. The Committee noted that in

some jurisdictions, such as the U.K. and Australia, this debate has tilted In favour of separating the
two posts. In other countries, such as France and the U.S., the issue continues to be vigorousiy
debated. Countries with a two-tier board structure, such as Germany and the Netherlands, separate
the top board and top management roles.

In this regard, the Committee also noted the rationale of the United Kingdom's Cadbury Committee

in the Report of the Committee on the Financial Aspects of Corporate Governance (1992) that "given
the importance and the particular nature of the chairmen's role, it should in principle be separate

from that of the chief executive. If the two roles are combined in one person, it represents a

considerable concentration of power".

After deliberation, the Committee believes that the time is right in India to introduce a separation of

the roles of the Chairperson and the CEO/md for listed entities. The Committee observed that such
separation, at least at the stage of introduction of the construct, may be more relevant where public

shareholders constitute a large portion of the shareholding of a company. In this regard, the

Committee considered various thresholds and concluded at least 40% of public shareholding would

be an appropriate threshold. Further, in view of the fact that this would require a significant
transition from the existing requirements, the Committee believes that listed entities should be
given sufficient time to undertake such a transition.

Therefore, it is recommended that;

•  Listed entities with more than 40% public shareholding should separate the roles of
Chairperson and MD/CEO with effect from April 1,2020.

«  After 2020;-SEBI may examine extending the requirement to all listed entities with effect from
April 1, 2022.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.202Q/ADrli 1.2022. as applicable):

Gurrent-provisioniinSEBlLODR.Regulations - Proposed-" amended provision. in; :: i SEBI ;-: LODRi:

Regulations

Schedule II: Corporate Governance:

Part E: Discretionary Requirements

D. Separate posts of chairperson and chief executive

Schedule II: Corporate Governance:

Part E; Discretionary Requirements
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officer

The listed entity may appoint separate persons to the
post of chairperson and managing director or chief
executive officer.

officer

17. Board of Directors

Insertion of a new sub-Regulation (lA):

(lA) With effect from April 1. 2020. all listed er tities

which have public shareholding of fortv percent or

more at the beginning of a financial year shall e isure

that the Chairperson of the board of such listed (intitv

shall be a non executive director, on and from that

financial year;

Provided that once a listed entity is subject t(j the

above provision, any subsequent reduction in rublic

shareholding below fortv percent will not make the

provision inaoolicable.

After 2020. if deemed fit by SEE!, the aforesaid sub-

Regulation (lA) may be modified as under:

(lA) With effect from April 1. 2022, the Chairpe.rson

of the board of each of the listed entities shall be a

non executive director.

11. Matrix Reporting Structure

Current regulatory provisions:

The Companies Act states that the board of directors of a company shall be entitled to exercise ail
such powers, and to undertake all such activities as the company is authorised to exercise and
undertake. Additionally, the board of directors of a company as a whole is responsible for ail
decision-making in relation to the company, with the ability to delegate certain power: to
committees/individuals, and is required to provide a detailed report (popularly referred to as the
Director's Report) that sets forth details in relation to the company's business, financial performance

and certain other aspects. The SEBI LODR Regulations also set forth detailed responsibilities for 'the
board of directors of a listed entity. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee acknowledges that many companies (including global conglomerates) follow matrix

reporting structures to meet their internal functional reporting requirements, whereby reporting

happens along functional lines to relevant heads who operate at a group level (including in other

jurisdictions). Given that the Companies Act and the SEBI LODR Regulations require the board of

directors of a listed entity to exercise authority and assume responsibility for the overall busi.:ess
and affairs of that entity, the Committee believes that informal matrix reporting struct:ures .nay
dilute the powers and the role of the board of a listed entity.

Accordingly, the Committee recommends that a confirmation be provided by the board of a li:rLed
entity as a part of the corporate governance report that it has been responsible for the business and
overall affairs of the listed entity in the relevant financial year and that the reporting structures of
the listed entity, formal and informal, are consistent with the above.
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Proposed amendments to SEBI LODR Regulations fw.e.f. FY ending March 31.. 2019):

Current provision in SEBI LODR Regulations . ̂ Proposed.' ari^i^nded provision in SEBI" LODR
Regulations

No specific provision. Schedule V: Annual Report

C Corporate Govemance Report

Insertion of a new clause (lA):

(lA) A confirmation that the board of directors has
been responsible for the business and overall affairs

of the listed entity in the relevant financial year and
that the reporting structures of the listed entity,
formal and informal, are consistent with the above.

12, Maximum Number of Directorships

Current regulatory provisions:

Currently, the Companies Act provides that the maximum number of public companies in vi/hich a
person can be appointed as a director shall not exceed ten. SEBI LODR Regulations state that a
person shall not serve as an independent director in more than seven listed entities and if the

director is a whole time director in one listed entity, then he/she can't serve as an independent
director in more than three listed entities. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee believes that multiple directorships beyond a reasonable limit may lead to a director
not being able to allocate sufficient time to a particular company, thus hindering their ability to play
an effective role. In light of the increasing responsibilities of corporate boards and thereby increased

requirement of time from directors, the Committee recommends that the maximum number of
directorships in listed entities should be reduced to seven (irrespective of whether the person is

appointed as an independent director or not). However, in the interest of providing adequate

transition time, the Committee recommends that the maximum number of listed entity directorships

held by a person be brought down to, eight by April 1,2019 and to seven by April 1, 2020,

Proposed amendments to SEBI LODR Regulations (w.e.f, April 1,2019/ADrii 1,2020,as applicable):

Current provision in SEBLLODR Regulations f Proposed amended provision in SEBI LODR
^Regulations

Reg. 25, Obligation with respect to independent

directors,

(1) A person shall not serve as an independent
director in more than seven listed entities;

Provided that any person who is serving as a

whole time director in any listed entity shall

serve as an independent director in not more

than three listed entities

Insertion ot a new reeulation I17AI:

Maximum number of directorshlos

17A. No oerson shall hold office as a director.

including anv alternate directorshio. in more than

eight listed entities at the same time (of which

indeoendent directorshios shall not exceed seven),

with effect from Anril 1, 2019 and not more than

seven listed entitles with effect from Anril 1.2020:

Provided that anv nerson who is serving as a whole

time director/managing director in anv listed entity

shall serve as an indeoendent director in not more

than three listed entities.
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13. Disclosures on Board Evaluation

Current regulatory provisions:

The Companies Act and SEBI LODR Regulations contain broad provisions on board evaluation i.e.
evaluation of the performance of: (i) the board as a whole, (ii) individual directors (including
independent directors and Chairperson) and (iii) various committees of the board. The provisions
also specify responsibilities of various persons/committees for the conduct of such evaluatior and
the disclosure requirements that are a part of the listed entity's corporate governance obligations. A
guidance note on board evaluation has also been issued by SEBi vide circular dated January 5, d017.
(Click for Detailed Provisions)

Recommendation and rationale:

The Committee is of the view that the concept of board evaluation is at a nascent stage in indio and
prescribing detailed requirements in this area may not be desirable at this stage. The Committee
also takes note of the Guidance Note dated January 5, 2017 issued by SEBI on board evaluatior. and

is of the opinion that the Note is comprehensive and covers ail major aspects of board evaiuatio

However, based on the study of a few actual board evaluation disclosures made by giobai

companies, the Committee recommends that in order to strengthen disclosures on board
evaluation, a guidance should be issued specifying, in particular, the following disclosures ta be

made as a part of the disclosures on board evaluation:

a) Observations of board evaluation carried out for the year

b) Previous year's observations and actions taken

c) Proposed actions based on current year observations

In due course, depending on the experience, SEBI could consider making them mandatory, if it so

deems fit.

Proposed amendments to SEBI LODR Regulations:

Since the aforesaid recommendations are in the nature of guidance, no specific amendments may be
required to the SEBI LODR Regulations. However, a guidance note in the nature of a circular should

be issued by SEBi, in this regard stating as under:

"All listed entities may consider the following as a part of their disclosures on board evaluation:

a) Observations of board evaluation carried out for the year
b) Previous year's observations and actions taken
c) Proposed actions based on current year observations."
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CHAPTER II: THE INSTITUTION OF INDEPENDENf DIRECTORS

The institution of independent Directors {hereinafter referred to as 'IDs') forms the backbone of the
corporate governance framework woridwide and in India. IDs are expected to bring objectivity into
the functioning of the board and improve its effectiveness. IDs are required to safeguard the
interests of all stakeholders, particularly minority shareholders, balance the conflicting interest of
the stakeholders and bring an objective view to the evaluation of the performance of the board and
management.

Given the importance of this role, the institution of independent directors must be continually
supported and strengthened. In this regard, the Committee believes that there needs to be greater
focus in areas of eligibility, monitoring, awareness of role and functions, domain knowledge,
provision of resources to play an effective role, adequacy of compensation vis-a-vis their
responsibilities, addressing the fear of disproportionate liability', etc. An attempt has been made in
this report to provide recommendations in this regard.

1. Minimum Number of Independent Directors

Current regulatory provisions:

At present, the Companies Act requires every listed company to have at least one-third of total
number of directors as IDs. SEBI LODR Regulations impose stricter obligations that require at least

half of the total directors of the board of a listed entity to be IDs if the Chairperson is
executive/related to the promoter, and in other cases, at least one-third IDs. (Click for Detailed

Provisions)

Recommendation and rationale:

With the institution of the ID being the backbone of the governance of a company, it is imperative

that there are sufficient IDs on a board to ensure safeguarding of interest of all stakeholders,
especially minority shareholders. To improve governance, it is recommended that every listed entity,
irrespective of whether the Chairperson is executive or non-executive, may be required to have at
least half its total number of directors as IDs. However, given that this may require significant
changes to the composition of the boards, the Committee felt that appropriate transition time
should be provided for effecting such change. In this regard, the Committee recommends that this
be applicable to top 500 listed companies by market capitalization by April 1,2019 and to the rest of
listed companies by April 1, 2020.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.2019/April 1.2020. as applicable):

Current provision in SEBI LODR Reguiations: : : Proposed: amended ^provision :in: ; SEBIi,v LODR;:
Regulations

Reg 17. Board of Directors.

(1) The composition of board of directors of the listed
entity shall be as follows:

(b) Where the chairperson of the board of directors is
a non-executive director, at least one-third of the
board of directors shall comprise of independent

directors and where the listed entity does not have a
regular non-executive chairperson, at least half of the
board of directors shall comprise of independent
directors:

Reg 17. Board of Directors.
(1) The composition of board of directors of the listed
entity shall be as follows:

drreetersf
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Provided that where the regular non-executive

chairperson is a promoter of the listed entity or is
related to any promoter or person occupying
management positions at the level of board of
director or at one level below the board of directors,

at least half of the board of directors of the listed

entity shall consist of independent directors.
Exolanation.-For the purpose of this clause, the
expression "related to any promoter" shall have the
following meaning: (i) if the promoter is a listed
entity, its directors other than the Independent
directors. Its employees or its nominees shall be
deemed to be related to It; (li) If the promoter Is an

unlisted entity, its directors, its employees or Its
nominees shall be deemed to be related to it.

Provided ■ that whore the regular non oxGctrtive

H'-Et—el

at-loast half of the board of diroctors of the-.^t-s#

(b) At least half of the board of directors shall

comprise of independent directors (il with effect from

April 1. 2019. for the top 500 listed entities,

determined on the basis of market capitalization, as

at the end of the immediatelv preceding financial

year: and (ill with effect from April 1. 2020, for all

listed entities.

2, Eligibility Criteria for Independent Directors

Current reeuiatorv provisions:

Section 149(6) of the Companies Act and Regulation 16(l)(b) of the SEBI LODR Regulations sc: out
certain objective criteria for determination of independence of a director. Under Section 149(."') of
the Companies Act, every ID is required to provide a declaration that he/ she meets the legal cri teria
of independence, at the first meeting of the relevant board in which he or she participates as a
director and thereafter at the first meeting of the board in every financial year or whenever the re is

any change in the circumstances which may affect his status as an independent director.

Further, at the time of appointment of an ID, the board needs to certify that in the opinion or the

board, the ID proposed to be appointed fulfils the conditions specified in the Companies Act anc' the

rules made thereunder and that the proposed director is independent of the management. (Clic r for
Detailed Provisions)

Recommendation and Rationale:

Given the critical role of IDs within a good governance framework, and one of the most important

elements being "independence", the Committee felt that the evaluation of "independence" of an ID

should entail both objective and subjective assessments and such assessments should be Iroth

continuing and genuine.

In this regard, the Committee noted that there were some instances of persons who are relatives of

promoters being appointed as IDs. It was therefore concluded that the net of exclusionj bs

appropriately expanded to avoid the appointment of family associates as independent directors. The

Committee also studied different options on measuring or ensuring the "spirit of independence"
that underlies the institution of IDs. Given the nebulous nature of the determination of

"independence". It was felt that a self-assessment of "independence" be required of every ID, the
veracity of which would need to be confirmed by the board.
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Another trend that was brought to the attention of the Committee and found to be undesirable
from a good governance standpoint, is "board interlocks" which may run a structural vulnerability of
quid-pro-quo.

In this context, the Committee recommends the revision of eligibility criteria for a director to be an
"independent director" to also include the following:

(i) Specifically exclude persons who constitute the 'promoter group' of a listed entity;

(ii) Requirement of an undertaking from the ID that such a director is not aware of any
circumstance or situation, which exists or may be reasonably anticipated, that could impair or
impact his/her ability to discharge his/her duties with objective independent judgements and
without any external influence.

(ill) The board of the listed entity taking on record the above undertaking after due assessment of
the veracity of such undertaking.

(iv) Exclude "board inter-locks" arising due to common non-independent directors on boards of
listed entities (i.e. a non-independent director of a company on the board of which any non-
independent director of the listed entity is an independent director, cannot be an independent
director on the board of the listed entity). For instance. If Mr. A is an executive director on Co. A

(being a listed entity) and is also an independent director on Co. B, then no non-independent
director of Co. B can be an independent director on the board of Co. A.

Further, the Committee observed that there needs to be continuous assessment of the

independence criteria. Regulatory requirements for testing the independence of directors are

currently based on factual information or checklists. However, true independence is a function of

behavior, and an objectiveness being brought to board deliberations and overall decision making.

Some markets follow a practice of the board certifying to the independence of its directors: the
Committee beiieves this practice must be brought to India as well. It is therefore recommended that

the board of directors as a part of the board evaluation process may be required to certify every
year that each of its IDs fulfils the conditions specified in the SEBI LODR Regulations and is
independent of the management.

Proposed amendments of SEBI LODR Regulations (w.e.f. April 1.2018);

current pfoyislbnsiriSEBtLODR Regulations Proposed amended provision in SEBI LODR

Regulations '

Regulation 16: Definitions

(1) (b) "independent director" means a non
executive director, other than a nominee director of

the listed entity:

(i) who, in the opinion of the board of directors, is a
person of integrity and possesses relevant expertise
and experience;

(ii) who is or was not a promoter of the listed entity
or its holding, subsidiary or associate company;

Regulation 16: Definitions

(1) (b) "independent director" means a non
executive director, other than a nominee director of

the listed entity:

(i) who, in the opinion of the board of directors, is a
person of integrity and possesses relevant expertise
and experience;

(ii) who is or was not a promoter of the listed entity
or its holding, subsidiary or associate company or

member of the promoter group of the listed entity;
(viii) who is not a non-independent director of

another company on the board of which any non-

independent director of the listed entity is an
independent director
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Reg 17. Board of Directors

(10) The performance evaluation of independent
directors shall be done by the entire board of
directors:

Provided that in the above evaluation the directors

who are subject to evaluation shall not participate

Reg 17. Board of Directors
(10) The performance evaluation of independent
directors shall be done by the entire board of

directors which shall include:

(a) performance of the directors: and

(bi fulfillment of the independence criteria as

specified m these regulations and their

independence from the manaeement:

Provided that in the above evaluation the directo s

who are subject to evaluation shall not participate..

No specific provision Schedule V: Annual Report

Part C.; Corporate Governance Report

insertion of a new sub-clause 2fh) as follov/s:

(h) confirmation that in the opinion of the board ihe

independent directors fulfill the conditions specif ed

in these regulations and are independent of the

management.

No specific provision. Reg 25. Obligations with respect to Independent

directors.

Insertion of new sub-regulations (8) and (91:

(8) Every independent director shall, at the first

meeting of the board in which he participates a,; a

director and thereafter at the first meeting of the

board in every financial year or whenever there is
any change in the circumstances which may affect

his status as an independent director, give a

declaration that he meets the criteria of

independence as provided In clause (b) of sub-

regulation (1) of regulation 16 and that he is r ot

aware of any circumstance or situation, which e>ist
or may be reasonably anticipated, that couid impair

or impact his ability to discharge his duties with

objective independent judgements and without any
external influence.

(9) The board of directors of the listed entity shall

take on record the declaration and confirmation

provided by the independent director under sub-
regulation (8) after undertaking due assessment of

the veracity of the same.

3. Minimum Compensation to Independent Directors

Current regulatory provisions:

While the Companies Act prescribes a ceiling on the compensation that can be paid to direc;or.:,
there is no requirement for minimum compensation to be paid, except that the sitting fee paid to
IDs cannot be lower than that of other directors. SEBI LODR Regulations also do not prescribe any
minimum compensation to be paid to IDs. (Click for Detailed Provisions)
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Recommendation and rationale:

The Committee acknowledges that good governance is the cornerstone of value creation and
sustainable growth of listed entities, and that independent directors have a pivotal role to play in
such good governance. The Committee believes that, (a) a risk-reward balance in the compensation
payable to IDs, would make it attractive for competent people to accept appointment as IDs, and
that (b) the compensation paid should be commensurate to the value that the IDs deliver.

Therefore, in order to attract competent IDs on the boards of the listed entities, it is recommended
that a listed entity may be required to pay certain minimum compensation to IDs as under:

1. The minimum total remuneration for an ID per year shall be Rs. 5 lakhs for top 500 companies
by market capitalisation (subject to approvals as required under Companies Act). In case of
inadequacy of profits, the minimum requirement of Rs. 5 lakhs shall not apply.

2. The minimum sitting fees to be paid to IDs for every board meeting shall be:

a. Rs. 50,000 for top 100 companies by market capitalisation;

b. Rs. 25,000 for next 400 companies by market capitalisation.

3. The minimum sitting fees to be paid to IDs for every audit committee meeting shall be:

a. Rs. 40,000 for top 100 companies by market capitalisation;

b. Rs. 20,000 for next 400 companies by market capitalisation.

4. The minimum sitting fees to be paid to IDs for every other board committee meeting (only for
those committees which are mandatory under SEBi LODR Regulations) shall be:

a. Rs. 20,000 for top 100 companies by market capitalisation;

b. Rs. 10,000 for next 400 companies by market capitalisation,

While the Committee acknowiedges the importance of all board committees, it is felt that the
workload and obligations on the Audit Committee are significantly higher and therefore merit higher
sitting fees.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.2018);

Current provision in SEBI; LODR Regulations::

No provision on minimum compensation.

Proposed amended provision In SEBI LODR
Regulations
Reg 17. Board of Directors
Insertion of a new sub-clause le) under sub-

Regulation (6):

(6) (e) The top 500 listed entities by market
capitalisation shall pay compensation to each
independent director as under:

(i) Minimum total remuneration in aggregate
of rupees five lakhs per annum, whether
through sitting fees or profit linked
commissions subject to receipt of
approvals, if any, as may be necessary
under Companies Act, 2013.

Provided that, this provision will not apply
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in case of Inadequacy of profits in
accordance with Section 197 of Companies

Act, 2013.

(ii) Minimum sitting fees for every bo-ird
meeting of rupees 50,000 for top 'j.OO
entities by market capitalisation and rupees
25,000 for next 400 entities by marxet
capitalisation.

(iii) Minimum sitting fees for each acdit
committee meeting of rupees 40,000 for

top 100 entities by market capitalisafon
and rupees 20,000 for next 400 entities by

market capitalisation.

(iv) Minimum sitting fees for each board
committee meeting (other than acdit

committee) of rupees 20,000 for top 'j.OO

entities by market capitalisation and rupees
10,000 for next 400 entities by mar.cet

capitalisation for all such committees

mandatory to be formed under those

regulations.

Explanation: Market capitalisation for -he

purpose of this clause shall be calculated as on

March 31 of the preceding financial year.

4. Disclosures on Resignation of Independent Directors

Current regulatory provisions:

The Companies Act provides that a director who resigns before the expiry of his term shail give

detaiied reasons to the registrar of companies. There is no specific provision on this aspect in SEBi
LODR Regulations. (Click for Detailed Provisions)

Recommendation and rationale:

The Companies Act already provides for the disclosure of detaiied reasons to the registrtir of
companies in case of resignation of a director prior to the expiry of his/her term. However this
disclosure can be made anytime within 30 days of the resignation and therefore is not current. There

is no corresponding provision in the SEBI LODR Regulations which requires (immediate) disclosure to

the stock exchanges in case of resignation of a director.

The Committee noted that IDs are in a unique position, not being a part of the executive

management but having overall insight into the functioning of the listed entity - and that their

resignation (prior to expiry of their term) may be occasioned by reasons that need wider disclosure
(including material negative developments or governance concerns). Also, as the resignation cf IDs
can be construed as a worrisome sign for external stakeholders, in order to provide greater c arity
and reassurance to the stakeholder community, it is considered a good practice for companias to
provide full disclosure on the reasons for an ID's resignation. In this context, the Committee also
encourages directors to be forthright in providing reasons for their resignation: resigning directors
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must consider this to be the last act of discharging their fiduciary responsibiiity towards the
company's stakeholders.

The Committee recommends that listed entities should be required to disclose detailed reasons for
resignation of iDs (as provided by such IDs) along with the notification of their resignation to the
stock exchanges, as well as subsequently as part of the corporate governance report. As part of such
disclosure, the listed entity should include a confirmation as received from the director that there
are no other material reasons other than those set out therein. The Committee believes this will
enhance transparency and strengthen the institution of IDs.

Proposed amendments to SEBI LODR Regulations and proposed modifications to SEBI circular

(w.e.f. April 1.20181:

Current provision in SEBI LODR Regulations Proposed amended provision in SEBI LODR

Regulations
No specific provision. Schedule V: Annual report

(C| Corporate Governance Report: The following
disclosures shall be made in the section on the

corporate governance of the annual report.

(2) Board of Directors:

Insertion of a new sub-clause (hi:

(h): Detailed reasons for resignation of Independent

directors who resigns before the expiry of his

tenure:

Provided that the director shall be required to
confirm that there are no other material reasons

other than those provided, the disclosure of which

shall also be made by the listed entity.
Proposed modifications to SEBI circular:

Clause 7 of Annexure I of SEBI circular No. CIR/CFD/CMD/4/2015 dated Sep 9, 2015 may be amended as
under:

7.1A. Detailed reasons for the resignation of independent directors as given by the said director;

Provided that the director shall be required to confirm that there are no other material reasons other than

those provided, the disclosure of which shall also be made by the listed entity.

5. Directors and Officers Insurance for Independent Directors

Current regulatory provisions:

The Companies Act provides that the letter of appointment of IDs shall specify the provision for
Directors and Officers (D&O) insurance, if any. However, it is not mandatory under the Companies
Act for a company to undertake such D&O insurance. SEBI LODR Regulations have no specific
provision on the matter. (Click for Detailed Provisions)

Recommendation and rationale:

IDs have significant responsibilities and liabilities in their capacity as board members and even more
so in their capacity as an IDs. It is often observed that such liabilities act as a deterrent for severai
good quality IDs from joining corporate boards.

It is therefore recommended that it may initially be mandatory for Top 500 companies by market
capitalization to undertake D&O insurance for its IDs, with effect from October 1, 2018, which may
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be subsequently extended to all listed entities. However, it may be left to the board of directors of
the listed entity to determine the quantum and type of risks covered under such insurance.

Proposed amendments to SEBI LODR Regulations (w.e.f. October 1.2018):

Current provlsioninSEBILODR Regulations:

No specific provision.

Proposed amended provision in SEBI .ODR
Regulations ^

Reg 25. Obligations with respect to independent
directors.

Insertion of a new sub-Regulation (8):

(8) The top 500 listed entities by rr.arket
capitalization, calculated as on March 31 o' the
preceding financial year, shall undertake Directors
and Officers insurance ('D and 0 insurance') for ail
their independent directors of such quantum ar ci for
such risks as may be determined by its board of
directors with effect from October 1, 2018.

Based on future impact assessment as deemed fit by

SEBI. the aforesaid sub-Regulation (E) ma r be

modified as under:

(8) All listed entities shall undertake Director:, and
Officers insurance ('D and 0 insurance') for all their
independent directors of such quantum and for such
risks as may be determined by its board of directors.

6. Induction and Training of Independent Directors

Current regulatory provisions:

The Companies Act provides general clauses pertaining to training, induction, etc. of directors. SEBI
LODR Regulations require familiarization of the IDs relating to certain specified matters. However,
specific provisions on induction training and periodicity of continuous updation are lacking. (Click for
Detailed Provisions)

Recommendation and rationale:

The IDs will, in most cases, bring a diverse set of skills and experiences to the board deliberaticns -
some of these may not be strictly associated with the company's main operation / busine.;s or
product. To ensure that these skills can be harnessed in the context of the company's business, It is
important to ensure that these IDs understand the company's operations in reasonable granularity.

While accepting that IDs will not, and need not, know the business as well as executive directorr, the

Committee recommends the following:

•  A formal induction should be mandatory for every new ID appointed to the board; and

•  Formal training, whether external/internal, especially with respect to governance aspects,

should be required for every ID once every five years, the onus of which shall be or the
director.
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Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.2018):

Current provlsionln^SEBItOPRRegulations

Reg 25. Obligations with respect to independent
directors.

(7) The iisted entity shall familiarise the independent
directors through various programmes about the
listed entity, including the following:
(a) nature of the industry in which the listed entity

operates;

business model of the listed entity:
roles, rights, responsibilities of independent
directors; and

any other relevant information.

(b)

(c)

(d)

Proposed amended provision in ^SEBI LODR

Regulations^- " , ' *
Reg 25. Obligations with respect to independent
directors.

(7) The listed entity shall undertake a formal
induction process to familiarise the independent
directors through various programmes about the

iisted entity, including the following:
(a) nature of the industry in which the iisted entity

operates;

(b) business model of the iisted entity;
(c) roles, rights, responsibilities of independent

directors;

(d) organization structure and operations: and

(e) any other relevant information.

Insertion of new sub-Regulation (7Al

(7Al Each independent director shall ensure that

he/she undergoes formal training once every five

years on their roles and resoonsibilitles with

particular emphasis on governance aspects, and shall

certify compliance with the same to the listed entities

every year:

Provided that all independent directors currently on

boards of listed entities shall ensure compliance with

this provision within a period of two years from the

date of its notification.

7. Alternate Directors for Independent Directors

Current regulatory provisions:

The Companies Act permits alternate directors for all directors including IDs (for a director during his
absence for a period of not less than three months from India). It also states that no person shall be
appointed as an alternate director for an ID unless he is qualified to be appointed as an ID under the
provisions of this Act. There is no specific provision pertaining to alternate directors in SEBI LODR
Regulations. (Click for Detailed Provisions)

Recommendation and rationale;

IDs are elected to the board for their skilis, experience, acumen, network and objectivity. These
qualities are unique to the relevant appointee and are not replaceable with an alternate.
Additionally, the concept of alternate directors itself (i.e. a director being appointed in case of
absence of the appointee director for a particular duration from a particular place) was probably
more relevant when the physical presence of directors was required to constitute attendance at
board meetings - currently, the Companies Act recognizes the right of directors to attend board
meetings via video conference and other audio visual means (which enables directors to attend
meetings from any location). For the above reasons, the Committee is of the view that the
appointment of an alternate director for IDs should not be permitted.
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Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018);

Current provision in SEBI LODR Regulations Prpposed ; amended provision in ; ;SEBl. ,odr
Regulations

No specific provision. Reg 25. Obligations with respect to independent
directors.

Insertion of a new sub- Reeulation (lA)

(lA) No person shall be appointed as an alternate
director for an independent director of a listed nntity
with effect from April 1, 2018.

8. Lead Independent Director in Companies with Non-indepencient
Chairperson

Current regulatory provisions:

Currently, there is no requirement of a Lead ID in Companies Act/SEBI LODR Regulations.

Recommendation and rationale:

The Committee acknowledges that while IDs have equal fiduciary responsibility as other directo "s on
the board, their role is more defined and distinct and needs better coordination amongst the IDs to
improve effectiveness. In this, it was felt that the appointment of a Lead ID may facilitate better
engagement of, and by, the IDs. Globally, there are several countries which adopt the concept of
lead IDs in their jurisdictions. The Lead ID is expected to assist in coordinating the activities and
decisions of the other non-executive and/or independent directors to chair the meetings of the iDs.

The position of Lead ID becomes especially crucial where the chairperson is non-independent.

The Committee recommends the following:

1. All listed entities where the Chairperson is not independent to designate an ID as the Lead ID;

2. The Lead ID should be a member of NRC;

3. The Lead ID shall:

a) lead exclusive meetings of the IDs and provide feedback to the Chairperson/board of
directors after such meetings;

b) Serve as liaison between the chairperson of the board and the IDs;

c) Preside over meetings of the board at which the chairperson or vice-chairperson i; not

present, including executive sessions of the IDs;

d) Have the authority to call meetings of the IDs; and

e) If requested by significant shareholders, ensure that he/she is available for consultation

and direct communication.
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Proposed amendments to SEBI LODR Regulations (w.e.f. October 1.2018k

Current provision in SEBI LODR Regulations

No specific provision.

Proposed amended ' provision in SEBI LODR
Regulations , " , -

Reg 25: Obligations with respect to independent
directors.

Insertion of a new sub-Reeuiation (2Ah

(2A) All listed entities which have a non-independent
chairperson shall designate an independent director
as the lead independent director who, apart from
being a member of the nomination and remuneration

committee, shall fulfil the following role:
a) leading exclusive meetings of the independent

directors and providing feedback to the

chairperson/board of directors after such
meetings;

b) serving as a liaison between the chairperson of
the board and independent directors;

c) presiding over meetings of the board at which

the chairperson and vice-chairperson, if any, is

not present, including executive sessions of the

independent directors;
d) having the authority to call meetings of

independent directors;

e) if requested by significant shareholders, ensuring
that he is available for consultation and direct

communication.

9. Exclusive Meeting of Independent Directors

Current regulatorv provisions:

The Companies Act and the SEBI LODR Regulations require at least one meeting of the IDs in a year

without the presence of other directors. (Click for Detailed Provisions]

Recommendation and rationale:

The Committee observed that given the inherent information asymmetry between IDs and
executive/promoter directors, exclusive meetings of IDs encourage free flowing discussions and
facilitate higher preparedness for effective participation of the IDs. Further, such meetings assume
greater importance in view of the proposed introduction of the concept of Lead ID. Therefore, the
Committee recommends that such meetings may be held more than once at the discretion of the
IDs.

Proposed amendments to SEBI LODR ReRulations:

No amendments are required to SEBI LODR Regulations.

10. Casual Vacancy of Office of Independent Director

Current regulatory provisions:

Currently, the Companies Act states that if the office of any director appointed by the company in a
general meeting is vacated before his term of office expires In the normal course, the resulting
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casual vacancy may, in default of and subject to any regulations in the articles of the compan' /, be
filled for the residual term by the board of directors at a meeting of the board.

SEBI LODR Regulations provide for filling the vacancy of IDs only in case of resignation and ren ;ovai
and provides that in case of such resignation/removal, such vacancy shall be filled but not later than
the immediate next meeting of the board of directors or three months from the date of such
vacancy, whichever is later. (Click for Detailed Provisions)

Recommendation and rationale:

IDs represent the interests of all stakeholders, especially minority shareholders. At the first instance,
the IDs are appointed by the shareholders, in the same spirit, the Committee recommends tha; any
appointment to fill a casual vacancy of office of any ID should also be approved by the shareholders
at the next general meeting.

Proposed amendments to SEBI LODR Regulations (w.e.f April 1.2018):

Curt;eht prpvlslqri in SEBI LODR

Reg 25. Obligations with respect to independent
directors.

(6) An independent director who resigns or is
removed from the board of directors of the listed

entity shall be replaced by a new independent
director by listed entity at the earliest but not later
than the immediate next meeting of the board of
directors or three months from the date of such

vacancy, whichever is later:

Provided that where the listed entity fulfils the

requirement of independent directors in its board of
directors without filling the vacancy created by such

resignation or removal, the requirement of
replacement by a new independent director shall not
apply.

Proposed amended - i provlslon In : SEBI i.
Regulations

Reg 25. Obllgaiions with respect to mdepeni
directors.

(6) Anv casual vacancy arising in the office c;
independent director >

replaced filled by a new independent directc
listed entity at the earliest but not later thar: tiie

immediate next meeting of the board of directc rs or

three months from the date of such vacancy,
whichever is later:

Provided that where the listed entity fulfik the

requirement of independent directors in its board of

directors without filling the vacancy created by such

resignation or removal, the requirement of

replacement by a new independent director sha I not

apply.

Insertion of a new sub-Regulation (6A1:

(6A) Anv appointment to fill a casual vacancy in the

office of independent director shall be subjert to

approval by the shareholders at the next general

meeting, and such director shall cease to hold office:

a) if not so approved at the said meeting;

b) on the last date on which the meeting cueht

to have been held:

whichever is earlier.
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Given the broad range of responsibilities of the board, the constitution of committees enables
effective governance through small-group discussions, focus and diligence on various aspects. The
key is to ensure an appropriate balance between the role delegated to a board committee while
maintaining the overall supervisory role of the Board, with key matters requiring prior
recommendation of the relevant committee and final approval of the Board. The law already
provides for several mandatory board committees with distinct roles and responsibilities, including
the audit committee, stakeholder relationship committee, nomination and remuneration
committee, corporate social responsibility committee, and for some companies, even a risk
management committee.

The Committee recognizes that the effective functioning of board committees is crucial for the
Board to successfully discharge its duties. Therefore, the Committee's recommendations address
fundamentals like balanced representation in board committees, mandating more focused
discussion by setting a minimum number of meetings and a quorum for each such committee.
Further, keeping in mind the changing operating environment, and expanding scope of roles and
responsibilities of the Board, the Committee also recommends an increase in the number and nature
of board committees.

1. Minimum Number of Committee Meetings

Current regulatory provisions:

Currently, SEBI LODR Regulations require at least four meetings of the Audit Committee every year.

The SEBI LODR Regulations does not require a minimum number of meetings for other committees.

(Click for Detailed Provisions)

Recommendation and rationale:

The four Audit Committee meetings in the year are generally tied In with the quarterly financial
results where most of the discussions revolve around financial and other regulatory & compliance

matters.

Therefore, to allow audit committees the time and opportunity to address matters beyond the
quarterly reporting, it is recommended that the minimum number of Audit Committee meetings be
increased to five every year. This is also consistent with the recommendation to increase the number
of board meetings from four to five.

In addition, the Committee recommends all other mandatory board committees necessarily meet at
least once in a year.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018);

Current provision-in SEBIlODR Regulations; ::: Proposed;;; amended;;;;; provision;: ;iln . SEBI - lODR:;
Resuiations

Reg 18. Audit Committee

(2) The listed entity shall conduct the meetings of the
audit committee in the following manner:

(a) The audit committee shall meet at least four times
in a year and not more than one hundred and twenty
days shall elapse between two meetings.

Reg 18. Audit Committee
(2) The listed entity shall conduct the meetings of the
audit committee In the following manner:

(a) The audit committee shall meet at least few^fiye
times in a year and not more than one hundred and
twenty days shall elapse between two meetings.
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No specific provision Reg. 19 Nomination and remuneration commltte'=i

Insertion of a new sub- regulation 3A;

(3A) The nomination and remuneration committee
shall meet at least once in a year.

No specific provision Reg. 20 Stakeholders Relationship Committee

Insertion of a new sub-regulation 3A:

(3A) The stakeholders relationship committee stall
meet at least once in a year.

No specific provision Reg. 21 Risk Management Committee

Insertion of a new sub-regulation 3A:

(3A) The risk management committee shall meet at
least once in a year.

2. Role of Audit Committee

Current regulatory provisions:

The Companies Act and the SEBI LODR Regulations provide the specific role and terms of refei snce
of the audit committee. (Click for Detailed Provisions]

Recommendation and rationale:

The Committee is of the opinion that the audit committee should also review the utilization of 1 unds
of the listed entity infused into unlisted subsidiaries including foreign subsidiaries. In order to ei:sure
such an obligation is not onerous on the audit committee, the Committee recommends tha': the
audit committee should be required to scrutinize the end utilization of funds where the total arr ount
of loans/advances/investment from the holding company to the subsidiary exceeds Rs. 100 cro. e or
10% of the asset size of the subsidiary, whichever is lower.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Current provision in SEBj LODR Regulations Prpppsed i:;; ai^
Regulations

in SEBf .ODR

No specific provision. Schedule II

Part C: Role of the Audit Committee and Revit.v/ of

Information by Audit Committee

A. The role of audit committee shall includi: the

following:

Insertion of a new sub- clause (211:

(21) reviewing the utilization of loans anc/ or
advances from/investment by the holding comp; ny in
the subsidiary exceeding rupees 100 crore or 10% of

the asset size of the subsidiary, whichever is lowe.-.
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3. Composition of Nomination and Remuneration Committee

Current regulatory provisions:

Under the Companies Act, the Audit Committee and the Nomination and Remuneration Committee

{hereinafter referred to as "NRC") are required to have at least half of their members as IDs. On the
other hand, under SEBI LODR Regulations, while the Audit Committee is required to have 2/3"* of its
members as IDs, the NRC is required to have only half of its members as IDs. (Click for Detailed
Provisions)

Recommendation and rationaie:

The Committee is of the view that the role and importance of NRC is increasing by the day and
ensuring independence of the NRC is becoming crucial for effective governance of the entity.
Therefore, the Committee recommends that the requirement of having at least two thirds' of its

members as IDs may be required for NRC as well, in line with the requirement for the audit
committee.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2019);

Current provision in SEBI LODR Regulations

' t t,' - * ^

Proposed- amended provision in SEBI LODR

Regulations ' .
Reg 19. Nomination and remuneration committee.

(1) The board of directors shall constitute the

nomination and remuneration committee as follows:

(c) at least fifty percent of the directors shall be

independent directors.

Reg 19. Nomination and remuneration committee.

(1) The board of directors shall constitute the

nomination and remuneration committee as follows:

Ic) at least fiftv Dorccnt of the directors two-thirds of

the members of the committee shall be Indeoendent

directors.

4. Role of Nomination and Remuneration Committee

Current regulatory provisions:

The Companies Act and SEBI LODR Regulations provide for detailed provisions on roles and functions
of the Nomination and Remuneration Committee (NRC). (Click for Detaiied Provisions)

Recommendation and rationale:

Currently, SEBI LODR Regulations state that the role of the NRC includes identifying persons who
may be appointed in senior management in accordance with the criteria laid down, and
recommending to the board of directors their appointment and removal.

It is recommended that a clarification be provided that persons in senior management should
include all members of management one level below the chief executive officer/managing
director/whole time director/manager (including CEO/manager, in case CEO/manager is not part of
the board) and shall specifically include the company secretary and the chief financial officer.

Further, it was noted by the Committee that in the absence of specific provisions in SEBI LODR
Regulations, compensation paid to certain KMPs were not being recommended by NRC in some
companies. Therefore, it was decided that it may be clearly specified in SEBI LODR Regulations that
all payments made to senior management, in whatever form, shall be recommended by the NRC to
the board of the listed entity. The Committee recommends that this process be followed for any
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payments to be made to the senior management, irrespective of existing contracts, unless the same
has been approved earlier through this process.

Prooosed amendments to SEBI LODR Regulations (w.e.f. ADril 1.20181:

Current provision in SEBI LODR Regulations

Reg 16(l)(d)
"senior management" shall mean officers/personnel
of the listed entity who are members of its core
management team excluding board of directors and
normally this shall comprise ail members of
management one level below the executive
directors, including all functional heads.

Schedule II: Corporate Governance

Part D (A): ROLE OF NOMINATION AND
REMUNERATION COMMITTEE:

Role of committee shall, inter-alia, include the
following:

Proposed amended provision ; in SEBI:,;; LOITR
Regulations ^
Regl6{l){d)

"senior management" shall mean officers/personnel
of the listed entity who are members of its cc re
management team excluding board of directors a:id
normally this shall comprise ail members of
management one level below the chief executive
officer/managing director/whole tune
director/manager (including chief executive

officer/manager, in case chief executive officer

/manager not part of the board) and shall

specificallv include company secretary and chief

financial officer:

Provided that administrative staff shall not ha

included.

Schedule II: Corporate Governance

Part D (A): ROLE OF NOMINATION AilD
REMUNERATION COMMITTEE :

Role of committee shall, inter-alia, include tne

following:

Insertion of a new sub-Regulations (6):

(61 recommend to the board all remuneration, in

whatever form, pavable to senior management:

5. Composition and Role of Stakeholders Relationship Committee

Current reeulatorv provisions:

The Companies Act and SEBI LODR Regulations provide for detailed provisions on composition and
role of the Stakeholders Relationship Committee [hereinafter referred to as "SRC") and specify that

the role of the SRC shall be inter alia to consider and resolve the grievances of the security holders of
a listed entity including complaints related to the transfer of shares, non-receipt of annual report
and non-receipt of declared dividends. (Click for Detailed Provisions)

Recommendation and rationale:

The rapidly growing influence of activists in global capital markets is fundamentally transforming
how public-company boards interact with investors. This transformation extends to the role o' the

board in investor relations, cognizance of the importance of outside voices, and more transparent

relationships between directors and company managers. Today, as a direct consequence of
shareholder activism, boards and executives frequently review lists of the largest shareholders in
order of percentage of holdings. They then decide on a consultation strategy. Mary Jo White, th(; ex-
chair of the US Securities and Exchange Commission, has even publicly stated that sharehcider

relations are now a board duty: "The board of directors is—or ought to be—a central player in
shareholder engagement."
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Larry Fink, CEO of BlackRock wrote an April 2015 letter to all S&P 500 CEOs, urging them to have
"consistent and sustained engagement" with their shareholders. And the Vanguard Group has
encouraged boards of its Investee companies to promote communication with shareholders through
a "shareholder liaison committee" or other structures.

Recent events in India have brought into sharp focus the role of active investors and major security
holders not just in questioning the quality of governance of boards, but aiso demanding greater and
continual engagement in the areas of strategy and significant decisions made by companies.

Whiie the SRC exists in India, currently, the Companies Act and SEBI LODR Regulations specify that
the role of the SRC shall be to consider and resolve the grievances of the security holders of a listed
entity, including complaints related to transfer of shares, non-receipt of annual report and non-
receipt of declared dividends. The Committee is of the view that the role of the SRC is limited and
recommends a significant increase in its scope and responsibilities to include actively engaging and
communicating with the major shareholders of the company/Group it represents, including
obtaining proactive input on strategy.

in arriving at its conclusions, the Committee considered several factors, including that most directors
assume that dealing with investors is the role of management and revamping the composition of the
existing SRC to add strategic and investor skills. In its deliberations, the Committee felt that these

challenges could be mitigated through a purposeful reshaping of the SRC by inducting new skills,
(including adding an ID).

In addition to the existing role of resolving the grievances of the security holders of the listed entity
including complaints related to transfer/transmission of shares, non-receipt of annual report and
non-receipt of declared dividends, it is recommended that the role of the SRC be widened to include
the following:

(1) Resolving security holder grievances reiating to issue of new/duplicate certificates, general

meetings etc.

(2) Proactively communicating and engaging with security holders including with the institutional

shareholders at least once a year along with members of the Committee/Board/KMPs, as may
be required and identifying actionable points for implementation.

(3) Reviewing measures taken for effective exercise of voting rights by shareholders.

(4) Reviewing adherence to the service standards adopted by the listed entity in respect of various
services being rendered by the Registrar & Share Transfer Agent.

(5) Reviewing various measures and initiatives taken by the listed entity for reducing the quantum
of unclaimed dividends and ensuring timeiy receipt of dividend warrants/annual
reports/statutory notices by the security shareholders of the company.

Further, the Committee recommends that there be at least three directors as members of the SRC,
with at least one being an ID. Further, the Committee recommends that the Chairperson of the SRC
be present in the annual general meeting to answer queries of the security holders.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018);

' Current provision in SEBI LODR;RegU|atibhs;:;;>;i;;;:i; i Rfbpbsed amended pfovislbh ih;SEBIitODR:Regtilati6ris;;;^

Reg 20. Stakeholders Relationship Committee.
(1) The listed entity shall constitute a
Stakeholders Relationship Committee to

specifically look into the mechanism of redressal

Reg 20. Stakeholders Relationship Committee.
(1) The listed entity shall constitute a Stakeholders
Relationship Committee to specifically look into the
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of grievances of shareholders, debenture holders
and other security holders.
(2) The chairperson of this committee shall be a
non-executive director.

(3) The board of directors shall decide other
members of this committee.

(4) The role of the Stakeholders Relationship
Committee shall be as specified as In Part D of
the Schedule II.

Schedule II: Corporate Governance

Part D (B): Stakeholders Relationship Committee
The Committee shall consider and resolve the

grievances of the security holders of the listed
entity Including complaints related to transfer of
shares, non-receipt of annual report and non-

receipt of declared dividends.

aspects of interest of shareholders, debenture holders and

other security holders.
(2) The chairperson of this committee shall be a non
executive director.

Insertion of a new sub-Reeulation (2Al and substlt jtlon

of sub-Regulation 3:

At least three directors, with at least one being an

Independent director, shall be members of the

Committee.

c-r-s-ef

(3) The Chairperson of the Stakeholders Relationship

Committee shall be present at the annual general meating

to answer queries of the security holders.

(4) The role of the Stakeholders Relationship Comn.ittee

shall be as specified as In Part D of the Schedule II.

Schedule II: Corporate Governance
Part D: ROLE OF COMMITTEES (OTHER THAN /^'JDIT

COMMITTEEl

(B): Stakeholders Relationship Committee

Inter-alla, include the

Insertion of a detailed role:

The role of committee shall,

following:

(1) Resolving the grievances of the security holders c f the
listed entity Including complaints relatec to
transfer/transmission of shares, non-receipt of annual

report, non-receipt of declared dividends, issi e of

new/duplicate certificates, general meetings etc.

(2) Proactivelv communicate and engage with

stockholders including engaging with the institutional

shareholders at least once a year along with members

of the Committee/Board/KMPs. as mav be reg jired

and identifying actionable points for imolementai ion.

(3) Review of measures taken for effective exercise of

voting rights by shareholders.

(4) Review of adherence to the service stantiarcis

adopted by the listed entity in respect of various

services being rendered by the Registrar & Share

Transfer Agent.

(5) Review of the various measures and initiatives taken

by the listed entity for reducing the quantum of

unclaimed dividends and ensuring timely receiut of

dividend warrants/annual reports/statutory notices

by the shareholders of the comoanv.
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6. Quorum for Committee Meetings

Current regulatory provisions:

Currently, there is no quorum requirement for meetings of the committees of the board in the
Companies Act. SEBI LODR Regulations specifies quorum requirement for meetings of the Audit
committee but not for other committees. (Click for Detailed Provisions)

Recommendation and rationale:

IDs bring an unbiased perspective to the proceedings of committee/board meetings, which improves
the quality of governance and decision making. In order to protect the interest of all stakeholders,
especially minority shareholders, it is recommended that for meetings of each such committee of
the board, the composition of which statutorily requires at least one ID, the presence of at least one

ID may be made mandatory for attaining quorum for such meetings (apart from the audit committee

where the quorum requirement remains unchanged).

Proposed amendments to SEBI LODR Regulations (w.e.f. April jL. 20181:

CurrentprovIslonlnvSEBILODR Regulations" Proposed .amended^ provision in SEBI LODR

Regulations ~ '
No specific provision Reg 19. Nomination and remuneration committee.

Insertion of a new sub-Reeulatlon i2Al

(2A) The quorum for a meeting of the nomination
and remuneration committee shall be either two

members or one third of the members of the

committee, whichever is greater, with at least one

independent director.

Reg 20. Stakeholders Relationship Committee.
Insertion of a new sub-Reeulatlon (3A)

(3A) The quorum for a meeting of the Stakeholders
Relationship Committee shall be either two members

or one third of the members of the committee,

whichever is greater, with at least one independent
director.

7. Applicability and Role of Risk Managenrient Committee

Current regulatory provisions:

Currently, SEBI LODR Regulations require the constitution of a risk management committee by the
top 100 listed entities. There is no specific provision in the Companies Act on this aspect. The role of
the risk management committee is not specified in the SEBI LODR Regulations. (Click for Detaiied
Provisions)

Recommendation and rationale:

Given the dynamic business environment, an active risk management committee is imperative for
identification, mitigation and resolution of risks. These risks that are being managed operationally on
a daily basis call for a more formal structure, especially for the next set of high-growth companies.
Hence, it is recommended to extend the requirement of a Risk Management Committee to the top
500 listed entities by market capitalization as against current applicability to top 100 listed entities.
In addition, the Committee recommends that, in view of the increasing relevance of cyber security
and related risks, the role of risk management committee specifically cover this aspect.
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Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.20181:

Current provision in SEBI LODR Regulations;:; IPrb^siedbcamended ^ provision In SEBI LC-DF.
Regulations >

Regulation 21: Risk Management Committee.
(4) The board of directors shall define the role and
responsibility of the Risk Management Committee
and may delegate monitoring and reviewing of the
risk management plan to the committee and such
other functions as it may deem fit.

(5) The provisions of this regulation shall be
applicable to top 100 listed entities, determined on
the basis of market capitalisation, as at the end of
the immediate previous financial year.

Regulation 21: Risk Management Committee.
(4) The board of directors shall define the role and
responsibility of the Risk Management Committee
and may delegate monitoring and reviewing of the
risk management plan to the committee and sjch
nthpr fiinrtinns as it may deem fit. Such function

shall soecificaliv cover cvber security.

(5) The provisions of this regulation shall be
applicable to top 400 ̂  listed entities, determined
on the basis of market capitalisation, as at the end of
the immediate previous financial year.

8. Membership and Chairpersonship Limit

Current regulatory provisions:

Currently, in determining the maximum number of committees of which a director can be a
member/Chairperson, SEBI LODR Regulations considers only the Audit Committee and Stakehoiders
Relationship Committee. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee recognizes the important role that is being played and would continue to be played
by the NRC, which is integral to the entity's governance processes. Therefore, in additicn to
recommending a higher number of IDs as part of constitution of the NRC (as recommended above),
it is also recommended that in determining the maximum number of committees of which a director
can be a member/Chairperson, NRC should also be included and thereby treated at par witii the

Audit Committee and Stakeholders Relationship Committee.

Proposed amendments to SEBi LODR Regulations w.e.f. April 1.20181:

Current pfpy|^loni|m LODR Regulations Proposed ; amended provision; in; SEBI J LC DR
Regulations

Regulation 26. (1) A director shall not be a member
in more than ten committees or act as chairperson

of more than five committees across all listed

entities in which he is a director which shall be

determined as follows:

(b) for the purpose of determination of limit,
chairpersonship and membership of the audit

committee and the Stakeholders' Relationship

Committee alone shall be considered.

Regulation 26. (1) A director shall not be a memoer

in more than ten committees or act as chairperson of

more than five committees across all listed entities in

which he is a director which shall be determined as

follows:

(b) for the purpose of determination of iitnit,
chairpersonship and membership of the audit

committee. Nomination and Remuneration

Committee and the Stakeholders' Relationshio

Committee atene shall be considered.
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9. Information Technology Committee

Current regulatory provisions:

There are no specific provisions in the Companies Act and SEBI LODR Regulations on constitution of
an information technology committee.

Recommendation and rationale:

The Committee is of the view that listed entities may constitute an information technology
committee which, in addition to the risk management committee, will focus on digital and other
technological aspects.

Proposed amendments to SEBI LODR Regulations:

:;|^freht:|^visidn:in^ " - Proposed amended provision in SEBI LODR,

Regulations

No provision. Schedule II: Corporate Govemance

Part E: Discretionary Requirements
Insertion of a new sub-clause (F):

F. Information technology committee

The listed entity may constitute an information

technology committee which will focus on digital and
technological aspects.
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CHAPTER iV ENHANCED MONITORING OF GROUP ENTITIES

As companies grow In scale and operations go global, businesses become more complex. Business
and structural compulsions (both legal and financial) often necessitate the creation of holding: and
operating entitles. The Committee notes that several listed entitles In India operate through a
network of entitles - where some companies have over 200 subsidiaries, step-down subsidiaries,
associates, and joint ventures. While Investors hold direct equity only In the listed holding com[ lany,
they have valued the entire business structure at the time of Investment. Therefore, It Is Impo.lant
for boards to ensure that good governance trickles down to the entire structure. Accordingly, to
provide for better transparency on the governance levels of downstream Investee entitles o." tne
listed entity and to Improve the monitoring of the listed entity at a consolidated level, the follc wing
recommendations have been made by the Committee.

1. Obligation on the Board of the Listed Entity with Respect to Subsidiarie:

Current reeulatorv provisions:

The Companies Act does not provide for the board of the listed entity to oversee the affairs its
subsidiaries. SEBI LODR Regulations, however. Impose specific obligations on the board of the listed
entity with respect to Its subsidiaries such as; at least one ID must be a director In unlisted material
Indian subsidiaries; audit committee to review financial statements of unlisted subsidiaries; mli:utes
of the board of directors of an unlisted subsidiary to be placed before a meeting of the board of
directors of the listed entity; etc. SEBI LODR Regulations also provide the threshold for determining
"material subsidiary" as a subsidiary whose Income or networth exceeds 20% of the consolidated
Income or networth of the listed entity. (Click for Detailed Provisions)

Recommendation and rationale:

Many Indian companies operate through global and Indian subsidiaries In view of business needs.
These subsidiaries are an Integral/material part of the listed entity. In many Instances, the giobal
subsidiaries are as large as the Indian listed entity. Hence, these global subsidiaries should be at par
with Indian subsidiaries In the context of governance. The Committee also observed that an
appropriate level of review and oversight Is required of the board of the listed entity over its unlisted
subsidiaries for protection of Interests of public shareholders.

Further, the Committee noted from the presentation made by ICSI that based on an analysis cf the

top 100 listed companies at BSE, under the existing threshold for determining "material
subsidiaries", less than 3% of the total subsidiaries get classified as such. Therefore, the threshold

may be modified to 10% to enhance monitoring and hence governance of material subsidiaries.

In the Interest of better monitoring at a consolidated level, the following Is recommended:

•  Currently, SEBI LODR Regulations require that at least one ID on the board of directors o' the

listed entity shall be a director on the board of directors of an unlisted material subslc'ian/.
Incorporated In India. The same may be extended to unlisted foreign material subsldlarh^s as
well.

•  Currently, LODR Regulations state that the management of the unlisted subsidiary be required

periodically to bring to the notice of the board of directors of the listed entity, a statement af all

significant transactions and arrangements entered Into by the unlisted subsidiary. However,
under the explanation for the term "significant transaction or arrangement", the term "unlisted

material subsidiary" has been used. The Committee Is of the opinion that signlf cant
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transactions which could be higher than the prescribed limits of even those companies which
are not material subsidiaries should come under the purview of the board of the listed entity.
Therefore, it was recommended that the word "material" shall be dropped from the
explanation to Regulation 24(4) of SEBl LODR Regulations,

•  The definition of the term "material subsidiary" should be revised to mean a subsidiary whose
income or net worth exceeds 10% (from the current 20%) of the consolidated income or net
vvorth respectively, of the listed entity and its subsidiaries in the Immediately preceding
accounting year, other than for requirement of appointment of independent directors on the
boards of material subsidiaries (where the threshold of 20% continues).

Proposed amendments to SEBl LODR Reeuiatlons (w.e.f. April 1.20181;

nCurrentprovlsionin^SEBILODR Regulations Proposed amended provision in SEBl LODR
Regulations

Reg 16. Definitions

(l)(c) "material subsidiary" shall mean a subsidiary,
whose income or net worth exceeds twenty percent
of the consolidated income or net worth respectively,
of the listed entity and Its subsidiaries in the
immediately preceding accounting year.

Reg 24. Corporate governance requirements with

respect to subsidiary of listed entity.

(1) At least one independent director on the board

of directors of the listed entity shall be a director

on the board of directors of an unlisted material

subsidiary, incorporated in India.

(4) The management of the unlisted subsidiary shall

periodically bring to the notice of the board of
directors of the listed entity, a statement of all

significant transactions and arrangements entered
into by the unlisted subsidiary.

Exolanation.-For the purpose of this regulation, the

term "significant transaction or arrangement" shall

mean any individual transaction or arrangement that

exceeds or is likely to exceed ten percent of the total

revenues or total expenses or total assets or total
liabilities, as the case may be, of the unlisted material
subsidiary for the immediately preceding accounting

year.

Reg 16. Definitions

(l)(c) "material subsidiary" shall mean a subsidiary,
whose income or net worth exceeds twenty ten
percent of the consolidated income or net worth

respectively, of the listed entity and its subsidiaries in
the immediately preceding accounting year.

Reg 24. Corporate governance requirements with

respect to subsidiary of listed entity.
(1) At least one independent director on the board of

directors of the listed entity shall be a director on

the board of directors of an unlisted material

subsidiary, whether incorporated in India or not.

Explanation- For the purposes of this provision,

notwithstanding anything to the contrary

contained in regulation 16. the term "material

subsidiary" shall mean a subsidiary, whose

income or net worth exceeds twenty percent of

the consolidated income or net worth

respectively, of the listed entity and its

subsidiaries in the immediately preceding

accounting year.

(4) The management of the unlisted subsidiary shall

periodically bring to the notice of the board of
directors of the listed entity, a statement of ail

significant transactions and arrangements entered

into by the unlisted subsidiary.

Explanation.-For the purpose of this regulation, the

term "significant transaction or arrangement" shall
mean any individual transaction or arrangement that
exceeds or is likely to exceed ten percent of the total
revenues or total expenses or total assets or total
liabilities, as the case may be, of the unlisted matefiaf
subsidiary for the immediately preceding accounting
year.
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2. Group Governance Unit/Committee and Policy

Current regulatory provisions:

There are currently no provisions under the Companies Act or SEBI LODR Regulations with respe :t to
group governance unit/governance committee or a group governance policy.

Recommendation and rationale:

In order to improve monitoring of group entities, it is recommended that where a listed entity hns a
large number of unlisted subsidiaries:

1) The listed entity may monitor their governance through a dedicated group governance ur.it or
Governance Committee comprising the members of the board of the listed entity.

2) A strong and effective group governance policy may be established by the entity.

3) However, the decision of setting up of such a unit/committee and having such a group
governance policy may be left to the board of the listed entity.

Accordingly, it is recommended that guidance to this effect may be provided by SEBI.

Proposed amendments to SEBI LODR Regulations:

No amendments may be required to SEBI LODR Regulations.

However, guidance may be issued by SEBI stating the following where a listed entity has multiple
unlisted subsidiaries:

•  The entity may monitor their governance through a dedicated group governance unit or
Governance Committee comprising the members of its board of directors.

•  A strong and effective group governance policy may be established by the entity.

•  The decision of setting up of such a unit/committee or having such a policy shall lie with the
board of directors of the listed entity.

3. Secretarial Audit

Current regulatory provisions:

Currently, the Companies Act requires a secretarial audit for listed companies and unlisted

companies above a certain threshold. However, there is no specific provision for secretarial rjucit

under SEBI LODR Regulations. fClick for Detailed Provisions)

Recommendation and rationale:

Secretarial functions are critical to efficient board functioning. Therefore, it is recommended that:

•  Secretarial audit may be made compulsory for all listed entities under the SEBI I DDR
Regulations in line with the provisions of Companies Act.

•  Secretarial audit may also be extended to all material unlisted Indian subsidiaries. This is in line

with the theme of strengthening group oversight and improving compliance at a group leve ,
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Proposed amendments to SEBI LODR Regulations (w.e.f. April 1. 2018h

^Currerltprovision In SEBILODRRegiilatiorts Proposed ' amended provision In SEBI LODR
Regulations >

No specific provision. Insertion of a new Regulation 24A

24A. Secretarial Audit

Every listed entity and its material unlisted

subsidiaries incorporated in India shall undertake
secretarial audit and shall annex with its annual

report, a secretarial audit report, given by a company
secretary in practice, in such form as may be

prescribed.
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CHARJER V.' PROMOTERS/CONTROLUNG SHAREHOLDERS AND RELATED
PARTY TRANSACTIONS ,

A majority of Indian listed entities continue to be promoter driven, with.significant shareholding held
by promoter/promoter group. Therefore, protection of the interests of minority shareholders,
especially those of retail shareholders assumes even greater importance, in this context, checks a.nd
balances on interactions and relationships between listed entities and the promoters/significant
shareholders is crucial for good governance.

The Committee therefore deiiberated at length on aspects such as information rights of promoters,
significant non-promoter shareholders, approval of related party transactions and arrived a: the
following recommendations:

1. Sharing of Information with Controlling Promoters/Shareholders \vith
Nominee Directors

Current regulatory orovisions:

The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015
(hereinafter referred to as "SEBI PIT Regulations") provide that any communication or procurerr.ent
of unpublished price sensitive information (hereinafter referred to as "UPSI") is prohibited except in
furtherance of legitimate purpose, performance of duties or discharge of legal obligations. The SEBI
LODR Regulations provide for equitable treatment of all shareholders. Under the SEB: FIT
Regulations and the SEBI LODR Regulations, there is no specific provision enabling inform ation
sharing by the listed entity with specific shareholders. ̂Click for Detailed Provisions)

Recommendation and Rationale:

Equal access to information and information symmetry is the cornerstone of efficient functioning of
any securities market. This, in fact, is the genesis and foundation of the market conduct laws in ndia
and specifically the laws curbing communication of UPSI and insider trading. The law does, however,
facilitate asymmetric access to UPSI for legitimate purposes, performance of duties and dischar.^e of

legal obligations. These are subjective standards requiring event-based determination.

The Committee members recognize that the business reality in India is that a majority of the listed
Indian entities are controlled by a single promoter (or a set of persons acting in concert) where; the

lines of control, influence and information flow do not necessarily follow the formal and distinct

corporate structure. This is true for Indian groups as well as MNCs. information flow occurs through
informal channels, matrix structures and through nominees. Generally, these may be for genuine

business reasons, such as strategic transactions, including acquisitions, mergers, divestments,

financing, etc., which often require the support of the promoter to be successful. The significani:e of
the role played by promoters is recognized in the legal construct as well, where extant regulations

impose greater responsibility on promoters as compared to other shareholders in relation to ce.tain
strategic matters such as funding. Further, in addition to promoters, there are shareholders vith
such strategic or financial association with the company (such as private equity investors) that :hey
are considered significant by the company and consequently, allowed to exercise their
representation and information rights through nominee directors on the board of such company

While it is recognized that the status of a promoter is akin to a perpetual insider requiring acce; s to
information on a regular basis and the role of the nominee director is to protect the interests o( the
nominating shareholder (subject to the former's fiduciary duty), the information flow to :.uch.
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promoters and significant shareholders occurs in the "shadows" in the absence of a green channel
legitimizing such information flow. Given the absence of a formal green channel on information
access and an explicit framework recognizing a legitimate right to information of promoters and
significant shareholders, all communication of UPS! to promoters and significant shareholders
(including those for legitimate purposes and on a need-to-know basis) are open to regulatory
scrutiny on a post facto basis.

Therefore, the Committee members felt that the ground realities are at substantial variance from
the legal framework and this regulatory white space has so far possibly been filled in by virtue of
legal interpretation (of terms such as "legitimate purpose", "need to" know", etc.), market practice
and pragmatism. Whilst derivative economic interest may suffice for some entities to constitute
legitimate purpose, other companies may need clarity on each issue. This entails event-based
determination based on subjective standards which not only leads to ambiguous legal
interpretations of "legitimate purpose" but also brings uncertainty in the business environment and
adversely impacts the ease of doing business. This has also led to creation of a grey zone which is
examined only when something goes wrong.

After due consideration and detailed deliberation, the Committee members proposed that the
regulatory framework should be amended to provide an enabling transparent framework regulating
the information rights of certain promoters (including promoters of the promoter) and significant
shareholders to reduce subjectivity and provide clarity for ease of business, along with appropriate

and adequate checks and balances to prevent any abuse and unlawful exchange of UPSI i.e. to

ensure information moves from one known safe container to another. The Committee recommends

that this framework be optional at this stage. In addition, this framework will not impact the
applicability of the SEBI PIT Regulations other than as specified.

Detailed recommendations of the Committee in relation to amendments to the current regulations

are set out below.

Proposed Amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Current

Provision-in

SEBI LODR

Reguiations

Proposed amended provision in SEBI LODR Regulations

No specific

provision.

Insertion of a new Chapter IV-A:

CHAPTER IV-A

INFORMATION RIGHTS OF CERTAIN PROMOTERS AND SIGNIFICANT SHAREHOLDERS

Definitions

48A. For the purposes of this chapter, unless the context otherwise requires-
(a) "agreement" means an agreement titled Access to Information Agreement entered

into between the listed entity and the counterparty;

(b) "control" shall have the same meaning as assigned to it under the Securities and
Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations,
2011;

(c) "counterparty" means any person who
(i) qualifies as promoter of the listed entity and holds, by itself or together with the

members of the promoter group, shareholding of more than 25% in the listed
entity;
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(ii) is in direct or indirect control of the person specified in sub-clause (i); or
(iii) has nominated a director on the board of directors of the listed entity.

(d) "Designated Person" shall have the same meaning as assigned to it under the
Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations,
2015;

(e) "unpublished price sensitive information" shall have the same meaning as assigned to
it under the Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015.

Information rights under the agreement

488. (1) A listed entity may enter into the agreement in relation to providing access to material
information (including unpublished price sensitive information) to the counterparty as per the

provisions of this chapter.

(2) Under the agreement, the persons mentioned in sub-clauses (i) and (ii) of clause (c) of sub-
regulation (1) of regulation 48A shall be provided access to any material information subject to
the terms of the agreement, and the persons mentioned in sub-clause (iii) of clause (c) of sub-
regulation (1) of regulation 48A shall be provided only such material information as is siiared
with the nominee director in the normal course by virtue of his directorship in the listed entity.

Terms of the agreement

48C. (1) The agreement shall include provisions adopting the principles set out below, wif hout

diluting them in any manner:

(a) Counterparty's duty to maintain strict confidentiality of ali material information.

(b) Each party to the agreement to put in place appropriate safeguards in respect of
procedures for communication and procurement of material information pursuant to the

agreement, including categorization of any individual representative of the counterparty
who is a recipient of unpublished price sensitive information as a 'Designated Person'
under the code of conduct formulated in accordance with sub-regulations (1) and (2) of

regulation 9 of the Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015, where necessary.

(c) The counterparty may be categorized as a 'Designated Person' by the listed entity under
the code of conduct formulated in accordance with sub-regulations (1) and (2) of
regulation 9 of the Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015, at the time of entering into or at any time during the subsistence of the

agreement pursuant to an assessment by the board of directors of the listed entity, in
consultation with the compliance officer, on the basis of the extent of information access

provided or proposed to be provided to the counterparty.

(d) The listed entity to have no responsibility for the accuracy and veracity of the material
information shared pursuant to the agreement.

(e) The counterparty may onward communicate the information received pursuant to the
agreement only in compliance with the Securities and Exchange Board of India (Prohibition
of Insider Trading) Regulations, 2015.

(f) The counterparty to provide the following undertaking/acknowledgement to the li.sted
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entity:

(1) the counterparty shall comply with and use the information received pursuant to the
agreement in accordance with, the securities laws; and

(ii) the access to information provided pursuant to the agreement does not undermine
the independence and autonomy of the board of directors of the listed entity in any
manner.

(g) The listed entity to have the right to withhold communication/access to material
information in case the board of directors of the listed entity determines that:

(i) providing access to the material information to the counterparty is not in the interests
of the listed entity, or

(ii) there is a conflict of interest in the listed entity sharing the material information with
the counterparty, or

(iii) there has been a breach of the agreement by the counterparty and the same has been
established by the board of directors of the listed entity or its committee pursuant to

.  an investigation.

(h) Term and termination of the agreement shall be as follows:

(i) The term of the agreement shall not be less than one year at a time.

(ii) In case the counterparty ceases to be eligible in the same category (i.e. one of the

three categories as specified in clause (c) of sub-regulation (1) of regulation 48A) to

which the counterparty belonged at the time of entering into the agreement, there will

be an automatic termination of the agreement.

(iii) The counterparty shall have the right to unilaterally terminate the agreement,
provided that the obligations in respect of material information communicated or

procured under the agreement shall survive such termination.

(iv) The listed entity shall have the right to unilaterally terminate the agreement with the
consent of majority of directors of the listed entity representing three-fourths in
number, provided that the counterparty or a nominee of the counterparty on the

board of directors of the listed entity shall abstain from such voting.

(2) In case of the termination of the agreement (other than expiry of the term of the agreement
in its normal course), the parties may enter into another agreement only after a 6 month
cooling off period from the date of termination. For avoidance of doubt, any renewal of the
agreement in the normal course will not require any cooling off period.

(3) Once a counterparty is categorized as a "Designated Person", such counterparty may be
permitted to be removed from being a "Designated Person" as per clause (c) of sub-regulation
(1) of regulation 48C during the subsistence of the agreement pursuant to a good faith
assessment undertaken by the board of directors of the listed entity in consultation with the
compliance officer. In the absence of such an assessment, the said counterparty shall continue
to be a Designated Person.

(4) A listed entity that enters into the agreement shall disclose the following information or
events under regulation 30:

(a) fact of entering into the agreement;

52



Report of the Conirvittee on Corporate Governance / October 20

{b) the names of the counterparty to such agreement;
(c) termination of the agreement.

(5) A listed entity may enter into the agreement after amending Its articles of association to
Include an enabling provision authorizing the listed entity to enter into such agreements in
accordance with this chapter.
Schedule III Part A

A: Events which shall be disclosed without any application of the guidelines for materiality as
specified in sub-regulation (4) of regulation (30);

Insertion of a new clause (16)

16. The fact of entering into or termination of the agreement under regulation 48B along with
the name of the counterparty.

Proposed Amenciments to SEBI PIT Regulations:

CurferitiPfdvisibih-lriiSEBlPITiRegula^ Proposed amended^ Rrbvlslori iri;SEBI PIT Regulations

Regulation 3. Communication or procurement of
unpublished price sensitive Information.
(1) No insider shall communicate, provide, or allow

access to any unpublished price sensitive
information, relating to a company or securities

listed or proposed to be listed, to any person

Including other insiders except where such
communication is in furtherance of legitimate

purpose, performance of duties or discharge of
legal obligations.

(2) No person shall procure from or cause the
communication by any insider of unpublished

price sensitive information, relating to a
company or securities listed or proposed to be

listed, except in furtherance of legitimate

purposes, performance of duties or discharge of
legal obligations.

ofRegulation 3. Communication or procuremet

unpublished price sensitive Information.
(1) No insider shall communicate, provide, or -illow

access to any unpublished price sensitive

information, relating to a company cr securities

listed or proposed to be listed, to any pi;rson
including other insiders except where such
communication is in furtherance of legiti.Tiate

purpose, performance of duties or dischar.je of
legal obligations.

(2) No person shall procure from or cause, the
communication by any insider of unpublished

price sensitive information, relating to a
company or securities listed or proposed la be

listed, except in furtherance of legitimate

purposes, performance of duties or discharge of
legal obligations.

Insertion of a new sub-Regulation (2A)

(2A) Notwithstanding anything contained in this

regulation, any unpublished price senritive

information mav be communicated, provided, access

is allowed to or procured, as part of and in

accordance with Chapter IV-A of the Securities and

Exchange Board of India (Listing Obligations and

Disclosure Requirements) Regulations, 2015, anc the

same shall be considered as communicatiot or

procurement of unpublished price sensitive

information in furtherance of legitimate purposes.
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2. Re-classification of Promoters/Classification of Entities as Professionally
Managed

Current regulatory provisions:

Presently, the Companies Act is silent on reclassification of promoters, while the SEBI LODR
Regulations permit reclassification of promoters in limited circumstances.

SEBI LODR Regulations cover mainly four aspects on the subject: (i) requirement of approval of stock
exchanges, (ii) reclassification when a promoter is replaced by a new promoter, (ill) reclassification
where a company ceases to have any promoters (i.e. becomes professionally managed) and (Iv)
general conditions. The specific categories of reclassification as specified in points (ii) and (ill) require
the approval of shareholders. In addition, in cases where the entity becomes professionally
managed, the aggregate shareholding of a person or group along with persons acting in concert
(hereinafter referred to as "PACs") should not exceed 1%. (Clfck for Detailed Provisions)

Recommendation and rationale;

The Committee is of the opinion that where there is no identifiable promoter/promoter group, the
1% threshold to be able to classify the entity as professionally managed is too low and merits an
increase to 10% for the following reasons:

•  from the listed entity's perspective, if a promoter (being soie promoter) along with its promoter
group/PAC in aggregate holds less than 10%, it is unlikely to be able to exercise de-facto
control; and

•  from the promoter's perspective, even after ceasing to be in control, a 'promoter' may want to
continue as a financial investor with a shareholding of more than 1%, and in such cases, should
not be required to reduce his/her shareholding to 1% or lower.

in addition, the SEBI LODR Regulations aiso do not deal with a situation where there are multiple and

distinct parties classified as promoters, and one of them wishes to be reclassified. The Committee is

of the opinion that there ought to be a mechanism to enable such reclassification, to ensure that
persons who may have been promoters but are no ionger in day-to-day controi and management

and have a low shareholding, should have an "opt-out" from being classified as "promoters". The

Committee is also of the view that any reclassification would have to be done in a fair and

transparent manner, keeping in mind the interests of public shareholders.

The Committee accordingly recommends the following;

•  Where there are multiple oromoters/oromoter groups and a specific aromoter/oromoter

group wishes to undergo re<lassification

In case the following conditions are met:

(i) promoters, promoter group and PACs cumuiativeiy hoid 10% or more of the aggregate
shareholding and voting rights in a listed entity;

(ii) a specific person/entity therein (classified as a "specific promoter"), its promoter group
and PACs cumulatively hold less than 5% of the aggregate shareholding and voting rights;
and

(iii) the specific promoter or its promoter group or PAC are neither on the board of directors of
the listed entity ("Listed Entity Board") (including not having a nominee director) nor in the
management of the listed entity and are not acting in concert with other persons forming
part of the promoter and promoter group,
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then, on request for reclassification being received from the specific promoter, the Listed
Entity Board shali consider the same.

Post the Listed Entity Board's consent, reclassification would require shareholder app.'ovai
based on the Listed Entity Board's (positive) recommendation. The specific promoter, its
promoter group and PAC shall abstain from voting on such a resolution placed before the
shareholders for approval.

•  Where there is only one specific promoter/ promoter arouo who/ which wishes to ba de

classified and the entity wishes to be classified as orofessionallv managed

in the case of a promoter, where:

(i) such promoter or its promoter group or PAC for that promoter is/are neither or the Listed
Entity Board nor in management of the company nor has a nominee director;

(ii) cumulative shareholding and voting rights of such promoter and its promoter grouf and
PACs goes below 10%; and

(ill) there are no other persons qualifying as promoters of the company,

then, on request for reclassification being received from the promoter, the Listed E ntity
Board shall consider the same.

Post the Listed Entity Board's consent, reclassification would require shareholder app.oval

based on the Listed Entity Board's (positive) recommendation. Ail members of promoter,
promoter group and PAC shall abstain from voting on such a resolution placed before the
shareholders for approval.

Proposed amendments to SEBI LODR Regulations (with immediate effect):

Gurrehf ipfovision in SEBI LODR Regulatioris Proposed-^arnehd
Regulations

prpyisiori; Tri SEBI IODR

Reg 31A. Disclosure of Class of shareholders and

Conditions for Reclassification.

(6) Where an entity becomes professionally managed

and does not have any identifiable promoter the
existing promoters may be re-ciassified as public

shareholders subject to approval of the shareholders
In a general meeting.

Explanation.- For the purposes of this sub-regulation
an entity may be considered as professionally

managed, if-

(!) No person or group along with persons acting in

concert taken together shall hold more than one

per cent paid-up equity capital of the entity
including any holding of convertibles/outstanding

warrants/ Depository Receipts:
Provided that any mutual fund, bank, insurance
company, financial institution, foreign portfolio
investor may individuaiiy hold up to ten per cent

paid-up equity capital of the entity including any
holding of convertibles/outstanding

Reg 31A. Disclosure of Class of shareholders and

Conditions for Reclassification.

(6) Where an entity becomes professionaL'y managed

and does not have any identifiable promoter then
existing promoter(s) may be re-classified as public

shareholders, on receipt of request in this regard

from the promoteris). subject to approval oi the

board of directors and the shareholders in a general
meeting in which the promoter, promoter grout and

persons acting in concert shall not vote.

Explanation.- For the purposes of this sub-reguk tion,

an entity may be considered as professionaliy

managed, if-

(i) No person promoter or promoter group tlong
with persons acting in concert taken together
shall hold more than one ten per cent paid-up
equity capital of the entity including any ho ding
of convertibles/outstanding warrants/Depository
Receipts^.

s-nee
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warrants/Depository Receipts.
The promoters seeking reclassification and their
relatives may act as key managerial personnel in
the entity oniy subject to shareholders' approval
and for a period not exceeding three years from
the date of shareholders' approval.
The promoter seeking reclassification along with
his promoter group entities and the persons
acting in concert shall not have any special right
through formal or Informal arrangements. All
shareholding agreements granting special rights
to such outgoing entities shall be terminated.

company, financial institution, foreign portfolio

hetdwg convGrtiblos/outstanding

(ii) The promoter(s) seeking reclassification and their
relatives may act as key managerial personnel in
the entity only subject to shareholders' approval-

tlr shall not be

on the board of directors of the listed entity or in

manaeement of the listed entity or have a

nominee director on the board of the listed

entity.

(ill) The promoter(s) seeking reclassification along
with his promoter group entities and the persons
acting in concert shall not have any special right
through formal or informal arrangements. All
shareholding agreements granting special rights
to such outgoing entities shall have been fee

terminated.

Insertion of a new sub-Regulation iSA):

(6A1 Any person/entity ("Specific Promoter") which is

a part of promoters, promoter eroup or persons

acting in concert with them may be re-classified as

public shareholders, on receipt of request in this

regard from the Specific Promoter, subiect to the

approval of the board of directors and approval of the

shareholders in a general meeting, wherein the

Specific Promoter(s), along with its promoter group

and persons acting in concert shall abstain from

voting on such resolution placed before the

shareholders for approvai, and provided the foiiowing

conditions are met:

(i) promoters, promoter group and persons acting in

concert of the listed entity cumulatively hold 10%

or more of the paid-up equity capital of the

entity: and

(ii) the Specific Promoter, its promoter group and

persons acting in concert cumulatively hold less

than 5% of the oaid-up equity capital of the

entity:

(iii) Specific Promoter or its promoter group or
persons acting in concert (ai is not on the board

of directors of the listed entity or in management

of the listed entity or have a nominee director on

the board of the listed entity, and (b) is not acting

in concert with other persons forming part of the

nrnmoter and promoter group: and
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(iv) The Specific Promoter(s) seeking reclassification
alone with his promoter group entities ar.d the

persons acting in concert shall not have any

special right through formal or iniormal

arrangements and all shareholding agreements

granting special rights to such outgoing entities

shall have been terminated.

(7) Without prejudice to sub-regulations (5), (6)
and f6Al, re-classiflcatlon of promoter as jublic

shareholders shall be subject to the following

conditions:

3. Disclosure of Related Party Transactions

Current regulatory provisions:

Currently, the Companies Act contains provisions on disclosure of related party transactions
{hereinafter referred to as "RPTs") in the board's report, approval of the shareholders in certain
cases, etc. Similar approval and disclosure requirements are also required in SEBI LODR Regula :lons.
(Click for Detailed Provisions)

Recommendation and rationale:

In order to strengthen transparency on related party transactions, the following is recommende i:

(a) Half yearly disclosure of RPTs on a consolidated basis, in the disclosure format required fo " R^T

in the annual accounts as per the accounting standards, on the website of the listed entity

within 30 days of publication of the half yearly financial results. Copy of the same to ai:o be

submitted to the stock exchanges.

(b) Strict penalties may be imposed by SEBI for failing to make requisite disclosures of RPTs.

In addition, the Committee observed that that certain promoters/promoter group entities weni not
getting categorised as related parties under SEBI LODR Regulations on account of not strictly fr.iling
under the definition of "related parties" under the relevant accounting standards and thereby
transactions with such persons were not getting categorised as RPTs under the SEBI l ODR

Regulations. The Committee recommends that all promoters/promoter group entities that hold 20%
or above in a listed company to be considered "related parties" for the purposes of the SEBI LODR
Regulations. In addition, the Committee recommends that disclosures of transactions with

promoters/promoter group entities holding 10% or more shareholding be made annually and on a
half yearly basis (even if not classified as related parties).

The Committee noted that penalties included in SEBI Circular No. CIR/CFD/CMD/12/2015 dated
November 30, 2015 for breach of Regulation 33, will be applicable to the recommended
amendments.
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Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.20181:

Current provision in SEBttODRiRegulations Proposed' amended provision In SEBI LODR
Regulations

No specific provision on half yearly disclosure of RPTs Reg 33. Financial results.

(3) The listed entity shall submit the financial results

in the following manner:

Insertion of a new clause fe):

(g) The listed entity shall submit within 30 days of
publication of its standalone and consolidated

financial results for the half year, disclosures of

related party transactions on a consolidated basis, in

the format prescribed in the relevant accounting

standards for annuai results, to the stock exchanges

and publish the same on its website.

Reg. 34. Annual Report

(3) The annual report shall contain any other

disclosures specified in Companies Act, 2013 along

with other requirements as specified in Schedule V of

these regulations

Reg. 34. Annual Report

(3) The annual reoort shall include foliowine:

(a) disclosures of transactions of the listed entitv

with anv person or entitv beioneinR to the

oromoter/oromoter srouo which hold(s) 10% or

more shareholding in the listed entitv. in the

format orescribed in the relevant accounting

standards for annual results:

(b) contain any other disclosures specified in

Companies Act, 2013 along with other
requirements as specified in Schedule V of these
regulations

Reg. 2(1) Definitions

(zb)"related party" means a related party as defined
under sub-section (76) of section 2 of the Companies

Act, 2013 or under the applicable accounting

standards:

Provided that this definition shall not be applicable

for the units issued by mutual funds which are listed
on a recognised stock exchange(s);

Reg. 2(1) Definitions

(zb)"related party" means a related party as defined
under sub-section (76) of section 2 of the Companies
Act, 2013 or under the applicable accounting

standards:

Insertion of a new oroviso:

Provided that anv oerson or entitv belonging to the

oromoter or oromoter grouo of the listed entitv and

holding 20% or more of shareholding in the listed

entitv shall also be a related oartv:

Provided further that this definition shall not be

applicable for the units issued by mutual funds which
are listed on a recognised stock exchange(s);

4. Approval of Related Party Transactions

Current regulatory provisions;

The Companies Act provides that a shareholder cannot vote to approve a contract or transaction
which may be entered into by a company if such a shareholder is a related party to that transaction.
However, SEBI LODR Regulations have a blanket restriction on related parties voting on any
resolution pertaining to a material related party transaction. (Click for Detailed Provisioris)
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Recommendation and rationale:

The Committee deliberated upon the gap In the legal framework wherein the Companie-
allowed related parties to vote on (albeit not In favour of) a related party transaction while the.
LODR Regulations require such parties to abstain from voting. The Committee is of the view
similar to the Companies Act, the SEBI LODR Regulations may be amended to allow related part
cast a negative vote, as such voting cannot be considered to be in conflict of interest

Proposed amendments to SEBI LODR Regulations (with immediate effect):

Act

SEBI

that

2S to

Current provision in SEBI LODR Regulations

Reg 23. Related party transactions

(4) All material related party transactions shall
require approval of the shareholders through
resolution and the related parties shall abstain from
voting on such resolutions whether the entity Is a
related party to the particular transaction or not.

(7) For the purpose of this regulation, all entities
falling under the definition of related parties shall
abstain from voting irrespective of whether the
entity is a party to the particular transaction or not.

Proposed amendedi ii provision ; In SEBI LO
Regulations ■ ■

JR

Reg 23. Related party transactions

(4) All material related party transactions shall
require approval of the shareholders through
resolution and no the related partyies shall ahstore

from voting vote to approve en such resoluticns

whether the entity Is a related party to the
particular transaction or not.

(7) For the purpose of this regulation, all entities
falling under the definition of related parties shall
abstain from voting not vote to approve the relevant

transaction irrespective of whether the entity is a

party to the particular transaction or not.

5. Royalty and Brand Payments to Related Parties

Current regulatory provisions:

Currently, there are no specific provisions In the SEBI LODR Regulations pertaining to payrr ents
made pertaining to brand and royalty to related parties.

Recommendation and rationale:

A number of companies make payment towards royalty/brand usage. While royalty paymentr are
recognized as there Is value in brand strength and product technology, which drive sales or margins,

shareholders must comprehend the terms and conditions of such payouts. Therefore, the

Committee encourages all companies to make better disclosures on the value a company de.ives
from a brand or technology for which It has agreed to pay royalty, brand, or technical fees tc the

parent company/promoters. Where royalty payout levels are high and exceed 5% of consolidated
revenues, the Committee believes the terms of conditions of such royalty must require sharehclder
approval.

The Committee therefore recommends that payments made by listed entitles with respect to bri.ncs
usage/royalty amounting to more than 5% of consolidated turnover of the listed entity may require
prior approval from the shareholders on a "majority of minority" basis. This sub-limit of 5% wi i be

considered within the overall 10% limit to determine material related party transactions.
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Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.20l«^;

Current proylsion in SEBI LODR Regulations Proposed amended provision in SEBI LODR
Regulations

Reg Z3. Related party transactions

(1) The listed entity shall formulate a policy on
materiality of related party transactions and on
dealing with related party transactions:

Explanation.- A transaction with a related party shall
be considered material If the transaction(s) to be
entered into individually or taken together with
previous transactions during a financial year, exceeds
ten percent of the annual consolidated turnover of

the listed entity as per the last audited financial
statements of the listed entity.

Reg 23. Related party transactions

(1) The listed entity shall formulate a policy on
materiality of related party transactions and on
dealing with related party transactions:

Explanatlon.-

(1) A transaction with a related party shall be
considered material if the transaction(s) to be
entered into individually or taken together with
previous transactions during a financial year, exceeds
ten percent of the annual consolidated turnover of

the listed entity as per the last audited financial
statements of the listed entity.

Insertion of a new sub-Regulation 121:

(2) Notwithstanding the above, a transaction

involving payments made to a related party with

respect to brand usage or royalty shali be considered

material if the transactionfsl to be entered into

individually or taken together with previous

transactions during a financial year, exceeds five

percent of the annual consolidated turnover of the

listed entity as per the last audited financial

statements of the listed entity.

6. Remuneration to Executive Promoter Directors

Current regulatory provisions:

While the Companies Act prescribes a ceiling on the compensation that can be paid to directors,

there are no specific provisions in the SEBI LODR Regulations on maximum remuneration payable to

executive promoter directors. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee noted various cases of disproportionate payments made to executive promoter

directors as compared to other executive directors. It is felt that this issue should be subjected to
greater shareholder scrutiny. The Committee recommends that shareholder approval by special
resolution should be required if the total remuneration paid:

a) to a single executive promoter-director exceeds Rs. 5 crore or 2.5% of the net profit, whichever
is higher; or

b) to all executive promoter-directors exceeds 5% of the net profits.

It is clarified that net profits should be calculated under Section 198 of the Companies Act. The
Committee also recommends that SEBI could review the status in future based on experience
gained.
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Proposed amendments to SEBI LODR Regulations (w.e.f. F/ starting April 1.2018):

Current provision in SEBI LODR Regulations-

No specific provision on minimum compensation.

Proposed i amended provision In SEBi LODR
Regulations ■ . _
Reg 17. Board of Directors
Insertion of a new sub-clause (ei under SLib-

Reguiation 16):

(e) The fees or compensation payable to executive
directors who are promoters or members of r.he
promoter group, shall be subject to the approval of
the shareholders by special resolution ir. general
meeting, if:

(i) the annual remuneration payable to soch
executive director exceeds rupees 5 crore or 2.5 per

cent of the net profits of the listed entity, whiche'-'er

is higher; or

(ii) where there is more than one such director, the
aggregate annual remuneration to such directors
exceeds 5 per cent of the net profits of the listed
entity:

Provided that, the approval of the shareholders

under this provision shall be valid only till expiry of
term of such director.

Explanation: For the purposes of this clause, r.et
profits shall be calculated as per section 198 of the
Companies Act, 2013.

7. Remuneration of Non-executive Directors

Current reeuiatorv provisions:

In case of non-executive directors, the Companies Act requires the approval of shareholders foi' any
remuneration payable to such directors exceeding 1% of the net profits in case there is a mant,ging

director or whole time director or manager and 3% in other cases. As per SEBI LODR Regulations, the

board is required to recommend all fees and compensation to be paid to non-executive directors.
(Click for Detailed Provisions)

Recommendation and rationale:

The Committee deliberated upon managerial remuneration based on the data available and

observed that certain non-executive, directors (generally promoter directors) were receiving
disproportionate remuneration from the total pool available vis-^-vis ail other non-executive

directors.

Based on its deliberations, the Committee recommends that in case the remuneration of a single
non-executive director exceeds 50% of the pool being distributed to the non-executive directors as a
whole, shareholder approval should be required. However, it is clarified that the promoter should
also be allowed to vote.
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Proposed amendments to SEBI LODR Resulations (w.e.f. April 1.20181;

Current provision in SEBI LODR Regulations iProposed amended provision in SEBi LODR
Regulations

No specific provision Reg 17. Board of Directors

Insertion of new sub-clause (ca) under sub-

regulation 6

(ca) The approval of shareholders shall be obtained
every year in which the annual remuneration payable

to a single non-executive director exceeds fifty per
cent of the total annual remuneration payable to all

non-executive directors, giving details of the
remuneration thereof.

8. Materiality Policy

Current regulatory provisions:

Currently, SEBI LODR Regulations require listed entities to formulate a policy on materiality of
related party transactions and on dealing with related party transactions. (Click for Detailed

Provisions)

Recommendation and.rationale:

The Committee considered that while some companies have formulated their materiality policy,

they have not spelt out any threshold limits for determining materiality and therefore, enforcement

in such cases becomes difficult. It was therefore decided that clear threshold limits, as considered

appropriate by the board of directors may be required to be disclosed in the materiality policy. The

Committee also recommends that such materiality policy should be reviewed and updated at least

once every three years.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1. 20181:

Current provision in SEBJ IODR Regulations : : Proposed : ::amended provision in SEBI- LODR :

Regulations

Regulation 23; Related party transactions.

(1) The listed entity shall formulate a policy on
materiality of related party transactions and on
dealing with related party transactions:

Regulation 23: Related party transactions.

(1) The listed entity shall formulate a policy on
materiality of related party transactions and on
dealing with related party transactions including clear
threshold limits dulv aooroved bv the board of

directors.

Insertion of a new sub-Reeulation llAh

(lAl Such Doiicv on materialitv shall be reviewed bv

the board of directors at least once everv three vears

and updated accordingly.
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! CHAPTER \|ii|)ISCLOSURES AND TRANSPARENCY Jl;;; :

Disclosure and transparency underpin good governance and the efficient functioning of the markets.
A corporate governance framework should ensure that timely and accurate disclosure is made on ail
material matters regarding the corporation, including the financial situation, business performance,
strategic shifts, ownership, and governance of the company.

Regulations in India, have driven a large part of the disclosure and transparency construct, especially
for listed entities. While companies, in general, comply with the regulatory minimum, the
Committee encourages boards and managements to view disclosure and transparency as a means to
build trust with stakeholders and to proactively disclose material information that may in;pact
decision-making variables.

Accordingly, the Committee makes the following recommendations;

1. Submission of Annual Reports

Current regulatory provisions:

Currently, under the Companies Act read with Companies (Accounts) Rules, 2014, for listed entities,
the financial statements may be sent inter-alia by electronic mode to such members (holding d'amat
securities) whose email ids are registered with the depository for communication purposes, and by
dispatch of physical copies in all other cases.

However, under SEBI LODR Regulations, soft copies of the full annual report are required to be sa.nt
to ail those shareholder(s) who have registered their email address(es) for the purpose, hard cnpias
of statement containing the salient features of all the documents, as prescribed in Section 1.-16 of
Companies Act or rules made thereunder to those shareholder(s) who have not so registered and
hard copies of full annual reports to those shareholders, who request for the same. Further, under
SEBI LODR Regulations, the annual report is required to be submitted to the stock exchange within
21 working days of it being approved and adopted in the AGM. (Click for Detailed Provisions)

Recommendation and rationale:

In the interest of environmental responsibility and in view of increased digital access, it is
recommended that only a soft copy of the annual report should be given to all shareholders who
have registered their email addresses either with the company or with the depository, unlesr the
shareholder specifically asks for a physical copy. Only in case the shareholder has not provided

his/her e-mail address, should he/she be sent a hard copy.

The Committee also felt that there is a need to consider making mobile numbers and email

addresses compulsory for demat accounts. The Committee is also of the view that SEBI may consider
taking up with the depositories the linking of all demat accounts with Aadhar, wherein depositories

may be permitted to pick up information like bank account details, telephone numbers and e Tiail

addresses from the Aadhar database.

Further, the Committee is of the opinion that requiring disclosure of annual report to the exchanges

within 21 working days after the AGM results in delayed disclosures to the shareholders. Therefore,
it is recommended that the annual report may be disclosed by the listed entity to the stock
exchanges and on the website in the following manner:

•  Copy of the annual report sent to the shareholders along with the notice of the AGM tc be
disclosed not later than the day as dispatched to the shareholders.
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•  In the event shareholders approve any amendments to any portion of the annual report, then
the revised copy (with details of and explanation for the changes so approved) is to be sent no
later than 48 hours after the AGM.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.20181;

Current provision in SEBI LODR Regufations Proposed amended
Regulations

provision in SEBC LODR

Reg 34. Annual Report.

(1) The listed entity shall submit the annual report to
the stock exchange within twenty one working days
of it being approved and adopted in the annual
general meeting as per the provisions of the

Companies Act, 2013.

Reg 36. Documents & Information to sharehoiders.

(1) The listed entity shall send the annual report in
the following manner to the shareholders:

(a) Soft copies of full annual report to all those
shareholder(s) who have registered their
email address(es) for the purpose;

Reg 34. Annual Report.

(1) The listed entity shall
the stock exchange and publish on its website:
within twenty one working days of it being approved
and adopted in the annual goncrQl meeting as per the

(a) Copy of the annual report sent to the

sharehoiders alone with the notice of the annual

general meeting not later than the dav of

commencement of dispatch to its shareholders:

(b) In the event shareholders approve anv

amendments to any portion of the annual

report, then the revised coov (with details of and

explanation for the changes so approved) to be

sent no later than 48 hours after the annual

general meeting.

Reg 36. Documents & Information to shareholders.
(1) The listed entity shall send the annual report in

the following manner to the shareholders;
(a) Soft copies of full annual report to all those

shareholder(s) who have registered their

email address(es) for the purpose either with
the listed entity or with anv depository,

2. Disclosures Pertaining to Holders of Depository Receipts

Current regulatorv provisions:

Currently, there is no specific provision in the Companies Act or SEBI LODR Regulations on requiring
disclosures of holders of Depository Receipts (ADRs/GDRs) issued by listed entities.

Recommendation and rationale:

The Committee believes that transparency in understanding a company's holding structure and
voting rights requires disclosure of the holders of the depository receipts and not just the name of
the overseas depository that has issued the depository receipts. The Committee recognizes that the
member of the listed entity for the purpose of depository receipts issuance is the overseas
depository. However, the Committee notes that the information of holders of the depository
receipts is available with the overseas depository. Therefore, the Committee recommends that:

•  Indian listed entity should obtain details of holders of any global depository receipts (as defined
under the Companies Act, which includes American Depository Receipts) issued by such entity
from the overseas depository at least on a monthly basis.

•  Based on the information shared by the overseas depository, the listed entity shall disclose
details of such holders of global depository receipts who hold more than 1% shareholding of the
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entity to the stock exchange as a part of the disclosure on shareholding pattern on a qua terly
basis.

This would enable transparency in shareholding and consequently in voting by such sharehoiders.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1. 2018);

eufrentif^0V|si6hiinSEB!;iL0DB^ Proposed ^amended provision ; In SEBI: ;::ldDR
Regulations

No specific provision. Reg 31. Holding of specified securities and
shareholding pattern

Insertion of new sub-regulations(lAl and (IB):

(IA) The statement of holding of securities and
shareholding pattern as specified in clause (1) csbove
shall include details of names of holders of global

depository receipts issued by the listed entity, r any,
holding more than 1% of the total shareholding of the
entity.

(IB) The listed entities shall obtain the information on
holders of global depository receipts issued by the
entity, if any, from the overseas depository at least

once every month.

3. Disclosures Pertaining to Credit Rating

Current regulatory provisions;

Currently, there is no specific provision in the Companies Act with respect to disclosure of credit
ratings. SEBI LODR Regulations require the disclosure of revisions in credit ratings. (Click for Detailed
Provisions)

Recommendation and rationale:

Currently, listed entities are required to disclose the changes in credit rating for different

instruments from time to time to the stock exchanges as and when changes happen.

The Committee is of the opinion that an updated list of all credit ratings obtained by the listed entity

be made available at one place, which would be very helpful for investors and other stakehoiden.

It is therefore recommended that the listed entity may be required to disclose all credit ratings

obtained by the entity for all its outstanding instruments annually to stock exchanges and also o.n its

website which shall be updated on a regular basis as and when there is any change. In addition, .SEB!
may consider requiring the credit rating agencies and the stock exchanges to set up a mechanism by
which the ratings may be sent directly from the credit rating agencies to the stock exchanges.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

i Current provision In SEBI LODR Regulations^' ' iPrbpfKed r; amende^ in >SEBI y tODR
Regulations

No specific provision. Reg 46. Website.

(2) The listed entity shall disseminate the foiiowinj
information on its website:

Insertion of a new sub-clause fr):
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(r) all credit ratings obtained by the entity for all its
outstanding instruments, updated immediately as
and when there is any revision in any of the ratings.

Schedule V: Annual Report

C. Corporate Governance Report

The following disclosures shall be made in the
section on the corporate governance of the annual

report.

(9) General shareholder information;

Insertion of a new sub-clause fa)

(q) List of all credit ratings obtained by the entity
along with any revisions thereto during the relevant

financial year, for all debt instruments of such entity
or any fixed deposit programme or any scheme or

proposal of the listed entity involving mobilization of

funds, whether in India or abroad.

4. Searchable Formats of Disclosures

Current regulatory provisions;

Currently, there is no specific provision in Companies Act or SEBi LODR Reguiations with respect to

'searchability' of the disclosures.

Recommendation and rationale:

While several disclosures (both event based and periodic) have been mandated under applicable
law, certain concerns were raised on the manner of presentation thereof by listed entities.

Specifically, information shared is often not in "searchable" formats (i.e. if an investor wishes to
search for a particular word or a phrase in the voluminous disclosures, he/she is unable to do so due
to the formats of the documents, especially scanned documents), substantially constraining the ease
of review.

Accordingly, it is recommended that all the disclosures made by the listed entity on its website and
submitted to the stock exchanges should be in a searchable format that allows users to find relevant
information easily. Specifically, the Committee recommends that all disclosures made to the stock
exchanges by listed entities should be in XBRL format.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.2018);

:Current:provision;lnSEBILODR Regulations :Proposed :::amended : provision i ln i: SEBI LODR
:: Regulations

No specific provision. Reg 36. Documents & Information to shareholders.

Insertion of a new sub-Reeulation (41:

(4) All disclosures made in soft copy by the listed
entity shall be in XBRL format to the stock exchanges
and in any searchable format on its website.
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5. Harmonization of Disclosures

Current regulatory provisions:

Currently, there is no specific provision in the Companies Act or SEBI LODR Regulations with respect
to harmonized/standardized dissemination of disclosures made by the listed entitles across websites
of stock exchanges.

Recommendation and rationale:

The Committee felt that in the absence of such a mandated, harmonized dissemination of
disclosures, there could be a risk of disclosure arbitrage. In addition, multiple disclosure formats in
different exchanges as well as to the MCA place an unnecessary compliance burden on the Msted
entities without any consequent benefit.

Therefore, it is recommended that:

•  The stock exchanges shall collectively harmonise the formats of the disclosures made by the
listed entities on their respective websites no later than April 1,2018.

•  The stock exchanges shall move to disclosures by listed entities on exchange platforms in XBRL
format in iatest available taxonomy no later than April 1,2018.

•  Further, a common filing platform may be devised on which a listed entity may submit all filings,
which could then be disseminated to all exchanges simultaneously. The exchanges shall
introduce such a platform in consultation with SEBI by April 1,2018.

®  The disclosures filed with the exchanges may, as far as possible, be harmonized with the filings
made to MCA.

Proposed amendments to SEBI LODR Regulations:

No amendments may be required to SEBI LODR Regulations. However, SEBI may consider issuance of
a circular to the stock exchanges in this regard.

6. Disclosures Pertaining to Analyst/Institutional Investor Meets

Current reeulatorv provisions:

Currently, SEBI LODR Regulations require the disclosure of schedules for analyst or institutional
investor meetings and presentations made by the listed entity to analysts or institutional invecto.'s

on its website and to the stock exchange. (Click for Detailed Provisions]

Recommendation and rationale:

The Committee was of the view that the disclosure of schedules of analyst/institutional investor

meetings does not serve any practical purpose, and there have been instances of its misuse. Hence,
the Committee recommended that the disclosure of schedules of analyst/institutional investor

meetings may not be required. To clarify, the information to be shared at such meetings has to be
strictly in compliance with the SEBI PIT Regulations.
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Proposed amendments to SEBI LODR Regulations (with immediate effect^:

Current provision in SEBI LODR Regulations Proposed amended provision in >^SEBI> LODR
Reguiations

Ree 46. Website

(2) The listed entity shall disseminate the following
information on its website:

(o) schedule of analyst or institutional investor meet
and presentations made by the listed entity to
analysts or institutional investors simultaneously
with submission to stock exchange;

SCHEDULE III . PART A: DISCLOSURES OF EVENTS

Reg 46, Website

(2) The listed entity shall disseminate the following
information on its website:

and presentations made by the listed entity to
analysts or institutional investors simultaneously
with submission to stock exchange;

SCHEDULE iil . PART A: DISCLOSURES OF EVENTS

OR INFORMATION: SPECIFIED SECURITIES OR INFORMATION: SPECIFIED SECURITIES

The following shall be events/information, upon
occurrence of which listed entity shall make
disclosure to stock exchange(s):
A. Events which shall be disclosed without anv

The following shall be events/information, upon
occurrence of which listed entity shall make
disclosure to stock exchange(s):
A. Events which shall be disclosed without anv

aoolication of the guidelines for materialitv as application of the guidelines for materialitv as

specified in sub-reeulatlon (4) of regulation 130); specified in sub-regulation (4) of regulation f30):

15. Schedule of Analyst or institutional investor

meet and presentations on financial results made by
the listed entity to analysts or institutional investors;

moot and p Presentations on financial results made

by the listed entity to analysts or institutional

investors;

Appropriate modifications may also be made to SEBI circular No. CIR/CFD/CMD/4/2015 dated Sep 9,
2015.

7. Disclosures of Key Changes in Financiai indicators

Current regulatory provisions;

Currently, there is no specific provision in the Companies Act or SEBI LODR Regulations requiring an
entity with listed equity shares to report key changes in certain indicators and explanations for the

same, other than general disclosures in the Management Discussion and Analysis (MD&A) section of

the annual report. (Click for Detailed Provisions)

Recommendation and rationale:

While the periodic disclosure of financial information and disclosure of material events/information
is mandated for listed entities, the Committee considered that in addition to the same, disclosures of
significant changes in key financial indicators along with reasons thereof would enable the investors
to further comprehend the company's business and financial performance.

Accordingly, it is recommended that all listed entities may be required to disclose in the section on
MD&A in the Annual report, certain key financial ratios (or sector-specific equivalent ratios), as-
applicable, wherever there is a change of 25% or more in a particular financial year, along with
detailed explanations thereof, including:

1. Debtors Turnover

2. Inventory Turnover

3. Interest Coverage Ratio
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4. Current Ratio

5. Debt Equity Ratio

6. Operating Profit Margin (%)

7. Net Profit Margin (%)

In addition, the Committee recommends that the listed entity shall disclose any change in Return on
Net Worth along with a detailed explanation thereof irrespective of the percentage of change in the
financial year under the same section.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Ciirrehtprpyisi^ in SEBI: LODR Regulations:

No specific provision.

Proposed: •:amended ; ::provision : in; SEBI LODR
Regulations
SCHEDULE V: ANNUAL REPORT

B. Management Discussion and Analysis:

1. This section shall include discussion on the

following matters within the limits set by the listed
entity's competitive position:

Insertion of new sub-clause (il and (I):

(I) Details of significant changes (I.e. change of 25%
or more as compared to the Immediately previous
financial year) In key financial ratios, along with
detailed explanations therefor, Including:

(I) Debtors Turnover

(II) Inventory Turnover

(III) Interest Coverage Ratio

(Iv) Current Ratio

(v) Debt Equity Ratio
(vl) Operating Profit Margin (%)

(vll) Net Profit Margin (%)

or sector-specific equivalent ratios, as applicable.

(j) Details of any change In Return on Net Worth as
compared to the Immediately previous financial

year along with a detailed explanation thereof.

8. Utilisation of Proceeds of Preferential Issue and Qualified Institutional

Placement

Current regulatorv provisions:

Currently, SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2009 {hereincfter
referred to as "SEBI iCDR Regulations") require periodic disclosures on utilization of issue proceeds in
case of public issues. However, these disclosures are not required for funds raised by way of

preferential allotments and QIPs. (Click for Detailed Provisions)

Recommendation and rationale:

The Committee felt that for better transparency, appropriate disclosures may be required on
utilisation of proceeds of preferential issues and QIPs till the time such proceeds are utilised.
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Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.2018):

Current provision in SEBl tODR Regulations'^ Z., Proposed amended provision in SEBI LODR
Reguiatlons '

No specific provision Schedule V: Annual Report
C. Corporate Governance Report

(10) Other Disclosures

Insertion of a new clause (hi:

(h) Utilization of funds raised through preferential

allotment or QiPs undertaken in the relevant

financial year, until such funds are fully utilized

9. Disclosures in Valuation Reports in Schemes of Arrangement

Current regulatory provisions:

Currently, there is no specific provision in the Companies Act or SEBI LODR Regulations pertaining to
disclosures of the basis of the valuation arrived at in valuation reports or requirement of disclosure
of assets and liabilities of the relevant entities which are part of, or subject to, the schemes of
arrangement.

Recommendation and rationale:

The Committee noted that it has been observed that there are divergent market practices of"

disclosures made in valuation reports and the schemes of arrangement involving listed entities. This

may lead shareholders not having sufficient information to make an informed decision.

Therefore, in the interest of full disclosures to the investors, it is recommended that:

e  SEBI may consider issuing guidelines for overall improvement In standards of information in the
valuation reports that are included as part of schemes of arrangement disclosures.

•  Specific disclosures on assets, liabilities and turnover of the entities involved should be
disclosed in the valuation reports on schemes of arrangement.

Proposed amendments to SEBI LODR Regulations:

No amendments may be required to SEBI LODR Regulations. However, SEBI may consider amending
its circular dated March 10, 2017 on Schemes of Arrangement by listed entities in this regard.

10. Disclosures Pertaining to Directors

Current reeuiatorv provisions:

Currently, SEBI LODR Regulations provide that at the time of the appointment of a director, the
names of listed entities in which the proposed director holds directorship and membership of the
committees are to be disclosed to the shareholders.

Recommendation and rationale:

The Committee felt that for better transparency, it is recommended that disclosures on details of
directorships of a director as included in the Corporate Governance section of the Annual Report
may additionally include details of directorships (e.g. Independent/executive) in other listed entities.
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Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Current provision in SEBI LOOR Regulations "Proposed H -amended-: provision in' SEBI LODR
Regulations

Schedule V: Annual report Schedule V: Annual reoort

C. Corporate Governance Report:

(2) Board of directors:
(c) number of other board of directors or
committees in which a directors Is a member or

chairperson;

C. Corporate Governance Report;

(2) Board of directors:

(c) number of other board or committees in which a
riirprtor Ls a member or chairoerson, elvlnfl

seoaratelv the names of the listed entitles where

the oerson Is a director and catesorv of dlrectorshio:

11. Disclosures Pertaining to Disqualification of Directors

Current regulatory provisions;

Currently, there is no provision under the Companies Act or the SEBI LODR that requires a
confirmation on a regular basis of the directors of the company not having been barred to ai:t as
such by any regulatory authorities.

Recommendation and rationale:

The Committee felt that investors are often unaware whether the directors of the company have
been debarred from acting as directors of a company. Therefore, the Committee recommended that
disclosures on this basis be made in the annual report as certified by a practising company secretary.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Currehtiprovlsibniln SEBI LODR Regulations' iiprppbsed; aniendedh; prpvislbfr
Regulations

No specific provision. Schedule V: Annual report

C. Corporate Governance Report:

(10) Other Disclosures:

Insertion of a new sub-clause fh):

(h) A certificate from a company secretary in

practice that none of the directors on the board of

the company have been debarred or disqualified

from being appointed or continuing as directors of

companies by the SEBI/MCA or any such statutory
authority.

12. Disclosures on Website

Current regulatory provisions:

Currently, as per Regulation 46 of the SEBI LODR Regulations, a listed entity is required to maintain a
functional website containing the basic information about itself. (Click for Detailed provisions)

Recommendation and rationale:

The Committee recommended that companies shall maintain a separate section for investors on its
website and provide all the information mandated under Regulation 46 of SEBI LODR Regulations in
a separate section, to ensure ease of availability and access of pertinent information in one place to
investors and regulators alike.
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Proposed amendments to SEBI LODR Regulations (w.e.f. April :L. 20181:

Current provision in SEBI LODR Regulations Proposed amended provision in > SESf ' LODR
Regulations,

Regulation 46: Website.

(2) The listed entity shali disseminate the following
Information on its website;

Regulation 46: Website.
(2) The listed entity shall disseminate the following
information on its website under a separate section:

13. Disclosures of Subsidiary Accounts

Current regulatory provisions:

Currently, proviso to Section 136(1) of the Companies Act requires every company having a
subsidiary to place separate audited accounts in respect of each of its subsidiary on its website, if
any. Further, as per Regulation 46 of the SEBI LODR Regulations, a listed entity is required to
maintain a functional website containing the certain specified information. (Click for Detailed
Provisions)

Recommendation and rationale;

In the spirit of transparency and ease of reference for public shareholders of listed entities, the

Committee recommends that a listed entity be required to have audited financial statements for the
relevant financial year of each of its subsidiaries available on its website at least 21 days before the

date of the annual general meeting.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1.20181;

Current provision:inSEBlLODR Regulations: . - Proposed amended provision in SEBI ~LODR
Regulations

Regulation 46: Website.

(2) The listed entity shall disseminate the following

information on its website:

Regulation 46: Website.

(2) The listed entity shall disseminate the following
information;

(r) seoarate audited financial statements of each

subsidiarv of the listed entity in resoect of a relevant

financial vear, uoioaded at least 21 davs orior to the

date of the annual general meeting which has been

called to inter alia consider accounts of that financial

vear.

14. Disclosures on Long-term and Medium-term Strategy

Current reeulatorv provisions;

Currently, there is no specific provision on disclosure of medium-term and long-term strategy under
the Companies Act, 2013 or SEBI LODR Regulations.

Recommendation and rationale:

The Committee recommends that in order to provide for disclosures pertaining to strategy of the
entity, especially the medium-term and long-term strategy (in line with the Committees
recommendation that boards devote more time on strategy), a guidance may be issued by SEBI to
listed entities to disclose their medium and long-term strategy in their annual reports under the
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MD&A section. In addition, entities should articulate a clear set of long-term metrics specific tc> the
company's long term strategy to allow for appropriate measurement of progress. However, isach
entity may define its own time frame with respect to medium and long-term since it would vary
across entities/sectors. Some examples of strategy and metrics in this regard that may be considered
are included in Annexure 5.

Further, SEBI may review the status in future based on experience gained.

Proposed amendments to SEBI LODR Regulations fw.e.f. April 1,2018):

Current provision In SEBI LODR Regulations- ;; -Proposed amended; provision; In SEBI ; LODR
Regulations

No specific provision Schedule V: Annual Report:

B. Management Discussion and Analysis:
Insertion of a new sub-clause (2)

(2) Under this section, the listed entity may also
disclose, within the limits set by its competitive

position, its medium-term and long-term strategy
based on a time frame as determined by its board of

directors.

15. Prior Intimation of Board Meeting to Discuss Bonus Issue

Current regulatory provisions:

Currently, SEBI LODR Regulations require prior intimation to the stock exchange about the meeting
of the board of directors in which a proposal for the declaration of certain items including bonus

shares is going to be discussed. However, where the declaration of bonus by the listed entity i: not
on the agenda of the meeting of board of directors, prior intimation is not required to be given to

the stock exchanges. fClick for Detailed Provisions)

Recommendation and rationale:

The Committee felt that in view of the price sensitive nature of bonus issues, advance notice for

consideration of bonus issue by the board should be required to be submitted to stock exchanges.

Accordingly, it is recommended that the proviso to Regulation 29 in the SEBI LODR Regulations may
be dropped.

Proposed amendments to SEBI LODR Regulations (with immediate effect):

Current provision in SEBI; LODR Regulations: Prbpi^ed^ii^amehdM i
Regulations

provision; in SEBI; LdfiR

29. Prior Intimations

(1) The listed entity shall give prior intimation to
stock exchange about the meeting of the board of

directors in which any of the following proposals is
due to be considered;

(f) the proposal for declaration of bonus securities
where such proposal is communicated to the board

of directors of the listed entity as part of the agenda
papers:

Provided that in case the declaration of bonus by
the listed entity is not on the agenda of the meeting

29. Prior Intimations

(1) The listed entity shall give prior intimation to
stock exchange about the meeting of the board of

directors in which any of the following proposals is

due to be considered:

(f) the proposal for declaration of bonus securitias

where such proposal is communicated to the board

of directors of the listed entity as part of the agencJa
papers:

73



Hepart of the Committee on Corporate Governance j October 2017

of board of directors, prior intimation is not
required to be given to the stock exchange(s).

of board of directors, prior intimation is not required
to be e'von to the stock exchango(s)T

16. Views of Committees Not Accepted by the Board of Directors

Current regulatory provisions;

Several provisions of the Companies Act and the SEBI LODR Regulations require the committees of
the board (including the audit committee and the nomination and remuneration committee) to
consider and recommend certain matters to the board of directors. However, except for Section
177(8) of the Companies Act (in relation to the Audit Committee), there is no provision for disclosure
to shareholders if the recommendations of the relevant committee are not accepted by the board.
^Click for Detailed Provisions)

Recommendation and rationale;

The committees constituted by the board usually provide their recommendations to the board of

directors in relation to relevant matters falling within their terms of reference, after due

consideration. The final decisipn, except in certain instances, (on whether to accept the
recommendation or not) lies with the board of directors. However, the Committee is of a view that if

the board of directors chooses not to accept the recommendations of the statutory committees of
the board, the same should be disclosed to shareholders on an annual basis.

It is clarified that the above disclosure requirement pertains to matters which require a
recommendation of the committee for the approval of the board (or submission by the committee

for approval of the board), and will not affect matters that require prior approval of the relevant
committee (for e.g., approval of related party transactions by the audit committee).

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018);

Current provision fn SEBI LOOR Regulations Proposed' aniended provision in SEBI LODR
Regulations '

No Specific provision. Schedule V: Annual Report

(C1 Coroorate Governance Renort: The followine

disclosures shall be made in the section on the

corporate governance of the annual report.
(2) Other Disclosures:

Insertion of a new sub-clause (hi:

(hi where the board had not accepted anv

recommendation of anv committee of the board

which is mandatoriiv reauired. in the relevant

financial vear, the same to be disclosed alone with

reasons thereof.

17. Commodity Risk Disclosures

Current resulatorv provisions:

SEBI LODR Regulations require the disclosure of commodity price risk and commodity hedging
activities by the listed companies in the corporate governance section of the annual report. (Click for
Detailed Provisions)
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Recommendation and rationale:

The Committee noted the lack of uniformity in disclosures with respect to the commodi^ risks and
hedging activities by listed companies. In order to benefit the shareholders and to bring further
clarity in disclosures to be made in the annual reports by the listed companies, the Committee s of
the view that the listed companies should disclose their risk management activities during the y sar,
including their commodity hedging positions in a more transparent, detailed and uniform manner for
easy understanding and appreciation by the shareholders.

The Committee believes that for the consistent implementation of the requirements of SEBI LODR
Regulations regarding disclosure of commodity risks and other hedging activities across listed
companies, a detailed reporting format along with the periodicity of the disclosures may be outlined
by SEBI which would depict the commodity risks they face, how these are managed and also the
policy for hedging commodity risk, etc. followed by the company for the purpose of disclosures in
the annual report.

Proposed amendments to SEE! LODR Regulations;

No amendment to the SEBI LODR Regulations required. SEBI should consider issuing a circular in this
regard.
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liiiBillHliliiiiiiiiiiB

Financial statements are the primary document that stakeholders (Including investors, lenders,
customers, and suppliers) rely upon. These statements are intended and expected to depict the true
nature of the business, and foretell its iongevity. The Committee acknowledges that a good audit
and appropriate levels of disclosure are pre-requlsites for reliable financial statements. After careful
consideration, the Committee makes the foilowing recommendations with a view to improving
disclosures and enhancing the quality of financial statements and audit.

1. Audit Qualifications

Current reeuiatorv provisions:

Currently, under the Companies Act, or SEBI LODR Regulations, there is no restriction on an auditor
qualifying the accounts of a company. However, both the Companies Act and SEBI LODR Regulations
and circulars issued thereunder require detailed disclosures in this regard. Specifically, the SEBI
LODR Regulations require quantification of the audit qualification by the auditor and if not possible,
the management shall make an estimate which is to be reviewed by the auditor. (Click for Detailed
Provisions)

Recommendation and rationale:

The Committee noted that several jurisdictions across the world proscribe a listed company from
filing a set of financial results/statements on which the auditor has issued a qualified opinion. In
these jurisdictions, financial statements with audit reports that express a qualified or "except for"
opinion due to a departure from generally accepted accounting principles (GAAP), or state that the

auditor is disclaiming an opinion on the financiai statements for any reason, or state that the

financial statements taken as a whole are not presented fairly in conformity with GAAP, are not
considered sufficient to meet the requirements of the listing regulations. These jurisdictions

consider that financial statements not In conformity with GAAP are presumed to be inaccurate or

misleading, notwithstanding explanatory disclosures in footnotes or in the auditor's report. Detailed
deliberations were held as to whether it is the right time to consider moving in the direction of not

permitting filing of financial results with audit qualifications in India as well.

After due deliberation, the Committee concurred that it may be early to entirely proscribe the filing

of financiai results with audit qualifications in India. Therefore, the Committee recommends that a
move may be made to strengthen disclosures by requiring quantification of audit qualifications to be
mandatory, with the exception being only for matters like going concern or sub-judice matters. In
such an instance, the management will be required to provide reasons, which will be reviewed by
the auditors and reported accordingly.

Proaosed amendments to SEBI LODR Regulations (w.e.f. April 1.20181:

Current provlsion1n;SEBI:LODR Regulations:: Proposed '' amendediiii provlslon^iiTnii^SEBI - iLODR::

Regulations t

Schedule IV, Part A: Disclosure In Financial Results
The listed entity shall disclose the following while
preparing the financial results:-
B. If the auditor has expressed any modified
opinion(s) in respect of audited financial results
submitted or published under this para, the listed
entity shall disclose such modified opinion(s) and

Schedule IV, Part A: Disclosure m Financial Results
The listed entity shall disclose the following while
preparing the financial results:-
B. If the auditor has expressed any modified
opinion(s) in respect of audited financial results
submitted or published under this para, the listed
entity shall disclose such modified opinion(s) and
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cumulative impact of the same on profit or ioss, net
worth, total assets, turnover/total Income, earning
per share, total expenditure, total liabilities or any
other financial item(s) which may be impacted due to
modified oplnion(s), while publishing or submitting
such resuits.

BA. If the auditor has expressed any modified
opinion{s), the management of the listed entity has
the option to explain its views on the audit
qualifications and the same shall be included in the
Statement on Impact of Audit Qualifications (for audit
report with modified opinion).
BB. With respect to audit qualifications where the
impact of the qualification is not quantifiable:

i. The management shall make an estimate
and the auditor shail review the same and

report accordingly; or
11. If the. management is unable to make an

estimate, it shali provide the reasons and the
auditor shali review the same and report

accordingly.

The above shall be included in the statement on

impact of audit qualifications (for audit report with
modified opinion)

cumulative impact of the same on profit or loss, .let
worth, total assets, turnover/total income, earring
per share, total expenditure, total liabilities or any
other financial Item(s) which may be impacted dun to
modified opinion(s), while publishing or submitting
such resuits.

BA. If the auditor has expressed any modlried
opinlon(s), the management of the listed entity has
the option to explain Its views on the audit
qualifications and the same shall be included in the
Statement on Impact of Audit Qualifications (for audit
report with modified opinion).

BB. With respect to audit qualifications where the
Impact of the qualification is not quantifiable^

h  Tthe management shall mandatorily make an
estimate and the auditor shall review the same and

report accordingly;-er
Provided that the manaeement mav be permitted to

not provide estimate on matters like going concern or

sub-iudice matters; in which case, the management

shall provide the reasons and the auditor shail re view

the same and report accordingly.

4k If the manDgcmcnt is unable to mak-e-apr

The aboye shall be included in the statemen: on

impact of audit qualifications (for audit report with
modified opinion)

Proposed modifications to SEBI Circular No. CIR/CFP/CMD/SG/ZOIG dated Mav 27. 2016:

IGurrehtipfbvIsioniin SEBIicircul^ u . ^Proposed rnddjified^pfbyisiph circular^:
4.4. Where the impact of the audit qualification is not

quantified by the auditor, the management shail
make an estimate. In case the management is unable

to make an estimate, it shall provide reasons for the

same. In both the scenarios, the auditor shall review

and give the comments.

make on ostimato. in coso the monagomont is mtafeie

(The clause Is recommended to be deleted since the

aforesaid amendments to SEBI LODR Reaulations

incoroorote the necessary reauirements.)

2. Independent External Opinion by Auditors

Current regulatory provisions:

Currently, there is no specific provision in the Companies Act or the SEBi LODR Regulations enabling
an auditor to obtain an independent external opinion in relation to the audit/limited review at the

cost of the listed entity.
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Recommendation and rationale:

It is felt that in cases where the auditor does not concur with the opinion of an expert {e.g. lawyers,
valuers, actuaries etc.) appointed by the listed entity, the auditors should have a right to obtain
independent external opinions as deemed fit, at the cost of the listed entity. This would boost the
independence of the auditors.

Therefore, it is recommended that SEBI LODR Regulations should be amended, providing a clear
right to an auditor to independently obtain external opinions from experts.

Proposed amendments to SEBI LODR Regulations (w.e.f. Aorll 1.2018):

> Current provision in SEBI LODR Regulations - Proposed ^ amended provision in SEBI LODR
Regulations

No specific provision. Reg 33. Financial results.

Insertion of a new sub-reeulation (7):

(7) In case an auditor is not satisfied with the views or

opinions of the management or of an expert whose
services have been availed by the management, the

auditors shall have the right to independently obtain
external opinions from experts appointed by the
auditors themselves and any expenditure incurred for
such purpose shall be borne by the listed entity.

3. Group Audits

Current regulatory provisions:

Currently, there is no specific provision with respect to group audits under the Companies Act or
SEBI LODR Regulations.

However, provisions for group audits are covered under the Standards on Auditing Issued by ICAI
which permit the holding company auditor to place reliance on the audit performed by the auditor

of the subsidiaries and provide an audit opinion on the consolidated financial statements based on

the audit report provided by the other auditors.

The principal auditor may, depending upon circumstances, decide that supplemental tests of the

records or the financial statements of the subsidiary companies are necessary. When considered

necessary, the principal auditor may require the other auditor to answer a detailed questionnaire

regarding matters on which the principal auditor requires information for discharging his duties.

Recommendation and rationale:

The Committee noted that several international jurisdictions that have adopted the internationai

Standards on Auditing (ISA) are governed by the requirements of ISA 600 which do not permit a
division of responsibility between auditors of the holding company and its subsidiaries. Therefore, in
such cases, the auditor of the holding company is responsible for the direction, supervision and
performance of the group audit engagement.

The Committee noted that auditing standards in India (SA 600) differ from the International
Standards on Auditing by allowing the holding company auditor to place reliance on the audit
performed by the auditor of the subsidiaries and provide an audit opinion on the consolidated
financial statements based on the audit report provided by the other auditor. While certain
provisions as specified above permit auditors of the holding company to decide supplemental
tests/require the other auditor to answer a detailed questionnaire, such an auditor is not completely
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responsible for the direction, supervision and performance of the group audit engagement a:, in
other jurisdictions. It was also noted that this was the only provision in which Indian auditing
standards differed from their international counterpart.

It was therefore deliberated as to whether there is a need to introduce such a requirement in Irdic
in line with international standards, which will require the auditor of the holding company to tike
full responsibility for the audit opinion in the consolidated financial statements in respect of incian
subsidiaries and not permit a division of responsibility between the auditor of the holding company
and the other auditor in the consolidated auditors' report.

Various concerns which may arise upon the introduction of such a requirement were noted by ine
Committee. For instance, if such a requirement is introduced, inevitabiy, the same auditor woulc be
engaged for all subsidiaries as weli in most of the cases and therefore, may lead to concentration. In
addition, there may not be alignment in the rotation periods of auditors of the hoiding company .ind
its subsidiaries due to the respective periods of appointment or regulatory requirements (e.g. RB!
requires auditors to be rotated every four years with a cooling off period of six years whereas the
Companies Act requires rotation every five years). However, the Committee believes that a move
needs to be made to align Indian auditing standards with globai best practices.

Therefore, as a step in the right direction, but keeping in mind the concerns that may arise, :t is
recommended that for iisted entities in India, the auditor of the holding company should be made

responsible for the audit opinion of all material unlisted subsidiaries.

Proposed amendments to SEBI LODR Regulations:

No amendment may be required to the SEBi LODR Regulations. However, SEBI may consider
recommending to the iCAl to introduce amendments to the reievant accounting/auditing .standards
to impiement the above.

4. Quarterly Financial Disclosures

Current regulatory provisions:

While the Companies Act does not require a company to submit quarterly financial results, .REBI
LODR Regulations have detailed provisions for the submission of quarterly financial results by a
listed entity to the stock exchanges. (Click for Detailed Provisions)

Recommendation and rationale:

In order to strengthen periodic financial disclosures, the following recommendations are made:

(i) Consolidated financial results: Currentiv. the Companies Act and SEBI LODR Regulat'ons

mandate the submission of consolidated financial statements by a listed entity every financial

year. However, SEBI LODR Regulations do not mandate that a iisted entity submit consolidated

financial results on a quarterly basis. In the interest of greater transparency at the group level, it

is recommended that that disclosure of consolidated financial statements should be rrads

mandatory for all listed entities on a quarterly basis. It is also clarified that standalone results

shall continue to be required to be published. The Committee also believes that in due cot rse,

SEBI may, based on experience gained, consider requiring only consolidated accounts to be

published.

(ii) Cash flow statement: It is recommended that publishing a cash flow statement on a half-ye arly
basis should be made mandatory for all listed entities for the following reasons:
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1. It will provide timely information necessary to evaluate the operational, financial or
investment decisions of the company. Such information may not be available in the
quarterly financial results.

2. Cash flow statements can give investors meaningful information regarding business
development directions and information on the seasonality of some activities, collection
efficiency, quality of revenue or asset liquidation efforts, etc. which may not be available in
the quarterly financial results.

3. Overall, half-yearly cash flow statements will enhance levels of transparency by providing
quality and prompt financial and accounting information as well as contribute to the
efficient management of the company and assessment of value driver potential.

(iii) Audit/limited review of Quarterly financial results: The Committee believes that the
audit/limited review of the listed entity does not often take into account a substantial portion
of the group business since the accounts of the underlying subsidiaries often do not undergo
limited review/audit. It is therefore recommended that for all listed entities, for every quarter,
financial information of the group, accounting for at least 80% of each of the consolidated
revenue, assets and profits, respectively, should have undergone limited review/audit.

(iv) Last quarter financial results: Currently, SEBI LODR Regulations state that the listed entity shall
submit the audited financial results in respect of the last quarter along with the results for the
entire financial year, with a note stating that the figures of the last quarter are the balancing
figures between audited figures in respect of the full financial year and the published year-to-
date figures up to the third quarter of the current financial year. The Committee believes that
any material adjustments made in the results of the last quarter which pertain to earlier periods
should be disclosed by the listed entity as a note in the financial results.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.20181:

Curreiit pfpvjsibh^ln SEBjitODRi^^^ Proposed : amended:

Regulations ■

provision in SEBI. LODR

Reg 33. Financial results.

(3) The listed entity shall submit the financial results
In the following manner:

(a) The listed entity shall submit quarterly and

year-to-date standalone financial results to

the stock exchange within forty-five days of
end of each quarter, other than the last

quarter.

(b) In case the listed entity has subsidiaries, In

addition to the requirement at clause (a) of
sub-regulation (3), the listed entity may also

submit quarterly/year-to-date consolidated
financial results subject to following:
(I) the listed entity shall Intimate to the

stock exchange, whether or not listed
entity opts to additionally submit
quarterly/year-to-date , consolidated
financial results In the first quarter of

the financial year and this option shall
not be changed during the financial
year.

Provided that this option shall also be
applicable to listed entity that Is

Reg 33. Financial results.

(3) The listed entity shall submit the financial results
In the following manner:

(a) The listed entity shall submit quarterly and

year-to-date standalone financial results to
the stock exchange within forty-five days of
end of each quarter, other than the last
quarter.

In case the listed entity has subsidiaries. In

addition to the requirement at clause (a) of
sub-regulation (3), the listed entity may shall

also submit quarterly/year-to-date
consolidated financial results, subject to

following:

fij—the listed ontity shall IntimBto to the

stock oxchongo, whether or not listed

entity—opts—te—additionally—submit

(b)

yxsxSTT

Provided that this option shall also bo
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m

required to prepare consolidated
financial results for the first time at the

end of a financial year in respect of the
quarter during the financial year in
which the listed entity first acquires the
subsidiary.

(ii) in case the listed entity changes its
option in any subsequent year, it shall
furnish comparable figures for the
previous year in accordance with the
option exercised for the current financial
year.

(c) The quarterly and year-to-date financial
results may be either audited or unaudited
subject to the following:
(i) In case the listed entity opts to submit

unaudited financial results, they shall be

subject to limited review by the
statutory auditors of the listed entity

and shall be accompanied by the limited
review report.

Provided that in case of public sector

undertakings this limited review may be
undertaken by any practicing Chartered

Accountant.

(ii) In case the listed entity opts to submit
audited financial results, they shall be

accompanied by the audit report.

(d) The listed entity shall submit annual audited
standalone financial results for the financial

year, within sixty days from the end of the
financial year along with the audit report and
Statement on Impact of Audit Qualifications

(applicable only for audit report with

modified opinion):

Provided that if the listed entity has

subsidiaries, it shall, while submitting annual

audited standalone financial results also

submit annual audited consolidated financial

results along with the audit report and

Statement on Impact of Audit Qualifications
(applicable only for audit report with

modified opinion)

Provided further that, in case of audit

reports with unmodified opinion(s), the listed

entity shall furnish a declaration to that

effect to the Stock Exchange(s) while
publishing the annual audited financial

results.

(e) The listed entity shall also submit the

audited financial results In respect of the last
quarter along-wlth the results for the entire

ma"applicable stes ontity

ee-nseii^atearequired prepare

me

■shaU

-the

(-the

seeiai

ycui"

(c) The quarterly and year-to-date financial
results may be either audited or unaui'ited
subject to the following:

(i) In case the listed entity opts to submit
unaudited financial results, they shell be
subject to limited review by the
statutory auditors of the listed entity
and shall be accompanied by the limited
review report.
Provided that in case of public sector
undertakings this limited review mty be
undertaken by any practicing Charlered
Accountant.

(ii) In case the listed entity opts to submit
audited financial results, they shall be
accompanied by the audit report.

(d) The listed entity shall submit annual au iited
standalone financial results for the financial
year, within sixty days from the end o' the
financial year along with the audit repor; and
Statement on Impact of Audit Qualifica cions
(applicable only for audit report with
modified opinion):

Provided that if the listed antity has
subsidiaries, it shall, while submitting ar.nual
audited standalone financial results also
submit annual audited consolidated fintnclal
results along with the audit report and
Statement on Impact of Audit Qualificadons
(applicable only for audit report with
modified opinion)

Provided further that, in case of audit
reports with unmodified opinion(s), the listed
entity shall furnish a declaration to that
effect to the Stock Exchange(s) vhile
publishing the annual audited fintncia!
results.

(e) The listed entity shall also submit the
audited financial results in respect of the last
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(f)

financial year, with a note stating that the
figures of iast quarter are the balancing
figures between audited figures in respect of
the fuil financial year and the published year-

to-date figures upto the third quarter of the
current financial year.

The listed entity shall also submit as part
of its standalone or consolidated financial

results for the half year, by way of a note,
a statement of assets and liabilities as at the

end of the half-year.

quarter along-with the results for the entire

financial year, with a note stating that the
figures of last quarter are the balancing
figures between audited figures in respect of
the full financial year and the published year-
to-clate figures upto the third quarter of the
current financiai year

(f) The listed entity shali also submit as part
of its standalone or consolidated financial

results for the half year, by way of a note,
a statement of assets and liabilities as at the

end of the half-year.

insertion of a new clauses fcl. (h) and (II:

(g) The listed entity shall also submit as part of
its standalone and consolidated financiai

results for the half year, by wav of a note,

statement of cash flows for the half-year.

(h) The listed entity shall ensure that, for the

Duraoses of quarterly consolidated financial

results, at least eighty percent of each of the

consolidated revenue, assets and profits,

respectively, shali have been subiect to audit

or in case of unaudited results, subiected to

limited review.

(i) The listed entity shall disclose bv wav of a

note, the aggregate effect of material

adiustments made in the results of the last

Quarter which pertain to earlier periods.

5. Internal Financial Controls

Current regulatory provisions:

Section 143(3){i) of the Companies Act requires the auditor to report on Internal Financial Controls
[hereinafter referred to as "iFCs") and Section 129(4) of the Companies Act states that the provisions
of the Companies Act applicable to the preparation, adoption and audit of the financial statements
of a holding company shall, mutatis mutandis, apply to the consolidated financial statements.
However, ICAl, vide its guidance, has restricted the reporting requirements for an auditor of the
consolidated financial statements, to the IFC at the Indian subsidiaries only. The Companies
(Amendment) Bill, 2017 proposes to substitute the words "internal financial control system" with
the words "internal financial controls with reference to financial statements". Further, while the SEBI
LODR Regulations have general provisions on IFC, there is no specific provision on the coverage of
the same. (Click for Detailed Provisions)

Recommendation and rationale:

As per the Companies Act, India has adopted IFC reporting requirements for certain companies.
Therefore, while reporting on the consolidated financial statements, the auditors of companies in
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India are required to report on the IFCs for Indian companies only and their foreign subsidiaries are
exempt unlike in other markets, where the requirement applies to the entire group.

The Committee recommends that IFC reporting requirements-be made applicable to the entire
operations of the group and not just to the Indian operations. However, the Committee recognizes
that companies may require adequate transition time and in this regard, recommends that IFC
reporting requirements for entire operations Initially be only applicable to listed entities ivith
networth of Rs. 1000 crore and above.

Proposed amendments to SEBI LODR Regulations:

No amendments required to SEBI LODR Regulations. The Committee suggests that SEBI take up the
above recommendation with ICAI.

6. Disclosure of Reasons of Resignation of Auditors

Current regulatory provisions:

The Companies Act read with Companies (Audit and Auditors) Rules, 2014 requires that upon the
resignation of auditors, reasons for such resignation shall be filed with the company and the
Registrar. While under SEBI LODR Regulations, a change in auditor is a deemed material event and
disclosure is required to be made to the exchanges, there is no specific provision for disclosure of
detailed reasons for such change. (Click for Detailed Provisions)

Recommendation and rationale:

Auditors are critical gatekeepers of corporate governance standards. Their role in ensuring that the
financial statements of the entity provide a true and fair view of the affairs of the entity makes tnem
critical to the corporate governance agenda. The resignation of an auditor before the expiry of the
term may be a cause for concern. For the sake of greater transparency, the Committee believes that
it is important for companies to disclose the reasons for the resignation of its audit firm. Moreover,
audit firms too must be encouraged to truthfully disclose the reasons for their resignation as audit

firms must see this disclosure as part of their fiduciary responsibility towards the shareholders.

Proposed modifications to SEBI circular iw.e.f. April 1.2018):

Clause 7 of Annexure I of SEBI circular No. CIR/CFD/CMD/4/2015 dated September 9, 2015 may be amended
by insertion of a new clause as under:
7.5. Detailed reasons for resignation of auditor as given by the said auditor.

7. Disclosures on Audit and Non-audit Services Rendered by the Auditor

Current regulatory provisions:

The Companies Act permits auditors to perform only those non-audit services as approved by the

board/audit committee and specifically prohibits certain services that can be provided. Under SEBI
LODR Regulations, the audit committee approves payment to statutory auditors for any other

services rendered by the statutory auditors. However, there is no requirement in either the
Companies Act or the SEBI LODR Regulations on disclosure of non-audit services rendered by the
auditor to the entire network/group. (Click for Detailed Provisions]

Recommendation and rationale:

In the interest of improving transparency, the Committee recommends that the total fee paid to
auditor and all entities on the network firms/network entity of which the auditor is a part shall be
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disclosed by the listed entity in its annual report on a consolidated basis (i.e. paid by the listed entity
and its subsidiaries).

Proposed amendments to SEBILODR Regulations fw.e.f. Aoril 1.20181:

Current provision in SEBI LODR Regulations > Proposed amended provision in SEBI LODR'^
Regulations

No specific provision. Schedule V: Annual report
C. Corporate Governance Report: The following
disclosures shall be made in the section on the

corporate governance of the annual report.

(lOi Other disclosures:

Insertion of a new sub-clause ih):

(h) total fees for all services paid by the listed entity
and its subsidiaries (i.e. on a consolidated basis) to
the statutory auditor and all entities in the network

firm/network entity of which the auditor is a part.

8. Audit Quality Indicators

Current regulatory provisions;

There is no specific provision in the Companies Act or SEBI LODR Regulations with respect to audit
quality indicators.

Recommendation and rationale;

The quality of audit/auditors can be judged through various indicators such as workforce metrics,
skill-development and training of audit team, quality metrics such as audit restatements, trends in

audit metrics such as billable hours and audit fines, legal actions and fines against the firm,

independence metrics such as client and group concentration, use of technology, etc.

The Committee noted that many of the aforesaid indicators are already a part of ICAI's peer review
system.

The Committee believes that making such indicators public will enable transparency and comparison
of the audit quality of different auditors.

Proposed amendments to SEBI LODR Regulations;

There is no specific amendment required to SEBI LODR Regulations. The Committee suggests that
SEBI take up the above recommendation with iCAI.

9. Disclosures of Credentials and Audit Fee of Auditors

Current regulatory provisions:

Section 142 of the Companies Act provides for the remuneration of auditors. Section 102(1) of the
Companies Act requires certain disclosures to be made in the notice convening the meeting for each
item of "special business" to be transacted at the general meeting. The appointment of auditors at
an annual general meeting is not considered to be a "special business" and hence does not require
any statement to shareholders with requisite disclosures.
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While the SEBI LODR Regulations do not prescribe any specific disclosures in relation to appointment
of auditors, Regulation 4(l)(b) of the SEBI LODR Regulations imposes an obligation on the listed
entity to ensure that the audit is conducted by an independent, competent and qualified auditoi.

(Click for Detailed Provisions)

Recommendation and rationale:

In order to ensure that the shareholders are able to take informed decisions on the appointment of
auditors of listed entities, the Committee is of the view that the notice being sent to shareho'ders
shouid contain certain minimum disclosures in relation to the credentials and terms of appointment

of the auditors who are proposed to be appointed/re-appointed.

Further, the Committee is of the view that the audit fee that is charged by some of the firms i:3 not
on parity with benchmarks such as percentage of total assets, etc. Therefore, the Committee
recommends that in order to improve transparency, the proposed audit fees must be disclosed in
the notice and if there is any material change in the fees paid to a new auditor as compared to the
current audit fee, the rationale for the same must be provided.

Hence, the Committee recommends that the explanatory statement in relation to the item on
appointment/re-appointment of auditor(s) in the relevant notice calling an annual general meeting,
should include the following disclosures (in addition to any other disclosures that the board of
directors may deem fit):

(a) Basis of recommendation for appointment including the details in relation to and credentials of
the auditor(s) proposed to be appointed; and

(b) Proposed fees payable to the auditor(s) along with terms of appointment and in case of a new
auditor, any material change in the fee payable to such auditor from that paid to the outgoing
auditor and the rationale for such change.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1. 20181:

Current pfoyisidn in SEBI LODR Regulations: iPfoposed amended :f; provision:: in : SEBI
Regulations

.DDR:

No provision. Insertion of Regulation 34A

34A Disclosure in notice to shareholders

The notice being sent to shareholders for an annual
general meeting where the statutory audltor(s) is/are

proposed to be appolnted/re-appointed shall Include

the following disclosures as a part of the explanatory
statement to the notice:

(a) Proposed fees payable to the statutory

auditor(s) along with terms of appointment

and In case of a new auditor, any material

change in the fee payable to such auditor

from that paid to the outgoing auditor along

with the rationale for such change;

(b) Basis of recommendation for appointment
including the details In relation to and

credentials of the statutory audi:or{s)

proposed to be appointed.
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10, IND-AS Adoption

Current regulatory provisions:

The MCA and SEBI have specified timelines for listed entities (including listed banks, NBFCs and
insurance companies) to adopt IND-AS, While listed entities (other than banks, NBFCs and insurance
companies) are currently required to comply with the provisions of IND-AS in preparation of their
financial statements and audit,:

(i) Banks are required to prepare IND-AS based financial statements for accounting periods
beginning from April 1,2018;

(ii) Certain NBFCs (depending on net worth and whether listed/unlisted) are required to prepare
IND-AS based financial statements for accounting periods beginning from April 1, 2018 or April
1,2019, as the case may be; and

(ill) Insurance companies are required to prepare IND-AS based financial statements for accounting
periods beginning from April 1,2020,

Recommendation and rationale:

The Committee is of the view that listed banks, NBFCs and insurance companies are important
financial intermediaries, critical to the sanctity of India's financial markets and its growth. Given the
principle-based rules of IND-AS and resultant disclosures in financial statements, the Committee

recommends full implementation of IND-AS as currently scheduled without extension, for all listed
entitles including banks, NBFCs and insurance companies.

Proposed amendments to SEBI LODR Regulations;

No amendments are required to the SEBI LODR Regulations,, The Committee suggests that SEBI take
up the above recommendation with the relevant authorities/ regulators, as necessary,

11, Strengthening Monitoring, Oversight and Enforcement by SEBi

A, Review of Audit Qualifications

Current regulatory provisions:

Earlier, SEBI LODR Regulations had detailed provisions on the review of audit qualifications by the
Qualified Audit report Review Committee (QARC) and further reference of the same to the Financial
Reporting Review Board (FRRB) of ICAI. However, after consultation with SEBI Advisory Committees,
ICAI, Stock Exchanges and Industry Bodies, it was decided by SEBI to discontinue with QARC
mechanism and in place of the same, require disclosures on the impact of audit qualifications.

Recommendation and rationale:

The Committee is of the view that any audit qualification needs detailed scrutiny and therefore, the
QARC mechanism may be revived or any other similar mechanism may be devised wherein audit
qualifications are examined in greater detail. It is also recommended that the process to be followed
by such committee should be time bound.

Proposed amendments to SEBI LODR Regulations;

Suitable amendments may be made as determined by SEBI.
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B. Powers of SEBI with Respect to Auditors and Other Statutory Third Party Fiduciaries, for
Listed Entities

Current regulatory provisions:

1. The statutory audit process forms the bedrock of reliance by external stakeholders
(shareholders, lenders and regulatory authorities, among others) on the financial performance
of a listed entity, making statutory auditors the principal gatekeepers, enhancing corporate
governance. ICAI, as the professional services regulator, regulates the profession of chartered
accountants and has a mechanism in place for disciplinary proceedings against them. The
Companies Act also sets forth detailed provisions for responsibilities and liabilities of auditors,
which are administered by the MCA.

2. Section 11 of SEBI Act provides that subject to the provisions of the SEBI Act, it shall be the
duty of SEBI to protect the interests of investors in securities and to promote the
development of, and to regulate the securities market, through such measures as it thinks fit.
However, under the SEBI Act or Regulations framed thereunder, there is no specific provision
which provides specific penal powers in relation to auditors.

3. In Price Waterhouse and Co. a partnership firm registered with the Institute of Chartered
Accountants of India and Ms. Sharmiia Karve, Partner, Price Waterhouse and Co. vs. Securities
and Exchange Board of India and Whole Time Member Mr. M.S. Sahoo, Securities and Exchange
Board of india (2011(2) BomCR173), the Bombay High Court has extensively considered SEBI's
Jurisdiction on statutory auditors (keeping in mind the provisions of the ICAI Act), where the
issue of show cause notice by SEBI to auditors (the individuals as well as the firm) was
challenged - relevant extracts from the said decision are set forth below:

(a) After considering the provisions of Section 11(1) and other applicable provisions ov the
SEBI Act, held the following:

17...."A reading of the said provisions discloses the scope and width of the powers vested
with the SEBI to be exercised in the interest of investors and for regulating the secwities

market. The SEBI in its capacity as a Market Regulator can take any of the measures
mentioned in sub-section (2) of Section 11 towards the said end. The said measures are only
illustrative and not exhaustive and in a given case the SEBI considering the duty it is

enjoined with may take such measures as it deems appropriate. In our view, the words

employed in the aforesaid provisions are of wide amplitude and would therefore take

within its sweep a Chartered Accountant if his activities are detrimental to the interest of

the investors or the securities market."

(b) "35... In a given case, if there is orima facie evidence in connection with the conduct of a
Chartered Accountant such as fabricating the books of accounts, etc.. the SEBI can certainiy

give appropriate direction not to utilize the services of such a Chartered Accountant in the

matter of audit of a listed Com pan v." (emphasis supplied)

(c) "39...Section 11(1) of the SEBI Act empowers SEBI to inquire into as well as to initiate the

proceedings like the one in question. As pointed out earlier, the proceedings started against

the petitioners on the basis of some statements made by one Ramalinga Raju on the jasis

of e-mail to which a reference is made in the show cause notices. Whether any a' the
petitioners with an intention and knowledge tried to fabricate and fudge the books of
accounts is a matter of investigation and inquiry by the SEBI. Ultimately if any evidenze in

this behaif is brought on record before the SEBi during the inquiry, appropriate steps can be
taken in this behalf as provided for by the SEBI Act. We must at this stage take note o f the
argument of Mr. Seervai that so far as his clients are concerned, thev were not in any way
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connected with the audit of the Company in any manner. Simolv because thev are Partners
of Price Waterhouse Network, no notice could have been issued aaainst his clients.
However, so far as this submission is concerned, these petitioners can very well point out

these facts before the concerned Member of SEBI. SEBI being a auasHudicial authority,
while adiudicatina the matter, will look into this aspect and will consider as to whether any
particular firm of Chartered Accountants has any role to olav or for that reason any of the

petitioners had played any role In anv manner thev mav brina the matter to the notice of

the SEBI. In a given case. If ultimately It Is found that there was only some omission without

any mens rea or connivance with anyone In anv manner, naturally on the basis of such

evidence the SEBI cannot alve anv further directions. If there Is available evidence. SEBI can

proceed further In the matter ofalvlna direction aaainst a particular Chartered Accountant
as envisaged by Sections 11 and 12 of the SEBI Act and Regulations In this behalf. On the

basis of detailed evidence on record, this aspect Is reaulred to be considered by SEBI. The

question ofjurlsdictlonalfact depends upon the facts which may be available at the time of
evidence before the SEBI. SEBI will have to answer the question as to whether on the basis

of evidence on record. It has any power to alve directions as provided under the SEBI Act.

This aspect will depend upon the evidence which mav be available at the time of Inquiry. All

these aspects are therefore left to the consideration of SEBI at the time of passing final

order In the Inquiry." (emphasis supplied).

Recommendation and rationale:

Given SEBI's mandate to protect the interests of investors in the securities market and regulating
listed entities, the Committee recommends that SEBI should have clear powers to act against
auditors and other third party fiduciaries with statutory duties under securities law (as defined under

SEBI LODR Regulations), subject to appropriate safeguards. This power ought to extend to act

against the impugned individual(s), as well as against the firm in question with respect to their
functions concerning listed entities. This power should be provided in case of gross negligence as

well, and not just in case of fraud/connivance. This recommendation may be implemented after due
consultation with the relevant stakeholders, including the relevant professional services regulators/

institutions.

Dissenting View: The iCAl has expressed its dissent on the above recommendation as the regulation
of chartered accountants is covered under the Chartered Accountants Act, 1949 and to avoid

jurisdictional conflict and other issues.

Proposed amendments to SEBI LODR Regulations:

No amendment may be required to SEBI LODR Regulations.

12. Strengthening the Role of ICAl

Current regulatory provisions;

The ICAl Act regulates the conduct of Chartered Accountants in India and provides a mechanism for
taking disciplinary action against members who are in violation of obligations cast on such
professionals. Further, ICAl Act permits ICAl to punish such a member or levy a penalty on the
member not exceeding Rs. 5 lakh. It does not permit iCAl to punish or impose penalties on firms.
While the Companies Act also has provisions for enhanced, monetary penalties on auditors, the
enforcement of the same is through the MCA and not the iCAI, which is the professional services
regulator.
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Recommendation and Rationale:

The Committee is of the view that reliable financial statements are at the core of corporate
governance and therefore the fiduciary role of the auditor is crucial. Hence there needs to be
sufficient deterrence to ensure this objective In the Interest of corporate governance. In this context,
the current maximum amount for penalty under the ICAI Act of Rs. 5 lakh is too low to act as a
deterrent. Additionally, a need is identified for ICAI to be able to punish or impose penalties on riudit
firms, in addition to individual members.

Therefore, in the interest of enhancing governance of listed entities, the Committee recomm ends
that ICAI may be given powers to increase the scope of punishment as well as the penalty amount as
follows:

•  On the member - penalty of up to Rs. 1 crore;

•  On the audit firm- punishment or impose penalties of up to Rs. 5 crore in case of repeated
violations (that is, where the number of violations exceed three).

In addition, in relation to the enforcement/disciplinary process of the ICAI, the Committee
recommends:

•  increased disclosure by ICAI of actions taken against members to increase transparency and act
as a deterrent

•  a separate team/cell for enforcement pertaining to listed entities in order to reduce the
turnaround time for disciplinary proceedings

•  to have a team that analyses reports of proxy advisors on audit related matters of listed entities
and take appropriate action, if any, against its members.

ICAI view: This recommendation is outside the scope of the terms of reference of the Committee
and ICAI has already taken up most of the aforesaid matters at appropriate levels.

Committee view: The Committee stands by its recommendation as it believes that the abo.'e is

critical for enhancing corporate governance of listed Indian entities.

Proposed amendments to SEBI LODR Regulations:

No amendments required to the SEBI LODR Regulations.

The Committee suggests that SEBI take up the above recommendation with the appropriate

authorities/ regulators.

13. Strengthening the Independent Functioning of QRB

Current reeulatorv provisions:

There is no specific provision on Quality Review Board ("QRB") under the Companies Act or 5EB1
LODR Regulations.
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Recommendation and Rationale:

Most major economies in the world have inipiemented systems of independent oversight for the
auditors of listed companies that provide confidence to shareholders and stakeholders. The

International Forum of Independent Audit Regulators (IFIAR) is an International body established in
2006 that comprises Independent audit regulators from 52 Jurisdictions representing Africa, North
America, South America, Asia, Oceania, and Europe. IFIAR's mission is to serve the public interest
and enhance investor protection by improving audit quality globally. In India, the Quality Review
Board (QRB) is mandated to conduct such reviews and has now started carrying out reviews of

audits performed by various auditors. Therefore, strengthening the role of QRB assumes

significance.

In view of the above, the Committee recommends that:

•  QRB should be further strengthened to meet the independence criteria laid down by the
International Forum of Independent Audit Regulators (IFIAR) and should become a member of
IFIAR at the earliest. In this regard, QRB may also be provided requisite financial resources as
well as staffed with adequate full time personnel to be able to effectively carry out its mandate.
Steps should also be taken for further operational independence of QRB such as providing
infrastructural support by the government, etc.

•  Reasons for disagreement between the ICAI and the QRB should be recorded In writing and

communicated to QRB for improving transparency in functioning.

ICAI view: This recommendation is outside the scope of the terms of reference of the Committee.

Further, QRB has already applied for IFIAR membership and the dialogue is on with the IFIAR with

respect to the above.

Committee view: The Committee stands by its recommendation as it believes that the above is
critical for enhancing corporate governance of listed Indian entitles.

Proposed amendments to SEBI LODR Regulations:

No amendments required to the SEBI LODR Regulations. The Committee suggests that SEBI take up
the above recommendation with the appropriate authorities/ regulators.
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CHAPTER VIII: INVESTOR PARTICIPATION IN MEETINGS OF LISTED!

ENTITIES .

It is understood that increased and better participation by constituents enhances good governance.
Accordingly, the Committee recognises that easing investor participation, inciuding through th s use
of technology, is imperative. While e-voting has enabled shareholders to have a greater s=iy in
shareholder resolutions (over 70% of the voting power is being exercised in most companies),
participation in general meetings continues to be limited. The Committee believes that respoi sding
to questions from shareholders promotes accountability of boards and management. Accordingly, it
is important to facilitate and ease participation by removing the boundaries of physical meeting s and
adopting the use of technology.

The Committee also acknowledges the stewardship role that must be played by asset managers who
in turn hold fiduciary responsibilities towards their own investors, it is only with the discharge of
duties on both sides that the governance agenda will be served. In this context, the folicwing
recommendations have been made by the Committee.

1. Timeline for Annual General Meetings of Listed Entities

Current regulatory provisions:

Currentiy, under the Companies Act, listed entities in India are required to hoid Annual General
Meetings within six months from the end of the financial year. There is no specific provision in SEBI
LODR Regulations on this matter. (Click for Detailed Provisions)

Recommendation and rationale;

It was observed that in many countries such as South Korea, Thailand, Italy, Singapore, Japan, etc.,

timelines for holding AGM were shorter than the timeline of six months provided in India The

Committee felt that in line with the global practices, and to avoid a bunching up of AGMs (espe cially

in August/September) which results in lower shareholder participation, there is a need to reduce
timelines for holding of AGMs by listed entities, albeit in a phased manner.

Therefore, it is recommended that;

•  Initially, the top 100 listed entities by market capitalization (as at the end of the pre/ious

financial year) may be required to hold AGMs by August 31, 2018, I.e. within five months from

the end of the next financial year. The same may be extended to other entities in a pf ased
manner based on the experience gained.

•  Over time, the target may be to reduce the timeline to four months from the end 0' the

financial year.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.20181:

::Cufreht:prpytsioh in SEBlLOpR Regula^^^^ Pfdppsed amended ; provision;:;;; in: SEBI .ODR

Regulations

No specific provision Insertion of a new Reeulation 43A;

Reg 43A. Meetings of shareholders

(1) The top 100 listed entities by market
capitalization, determined as on March 31 of every
financial year, shall hold their annual ge.ierai
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meetings within a period of five months from the

date of dosing of the finandal year with effect from
the financial year beginning April 1, 2018.

2. E-voting and Webcast of Proceedings of the Meeting

Current regulatory provisions;

Currently, under the Companies Act read with Companies (Management and Administration) Rules,
2014, it is mandatory for a listed entity to provide e-voting facility to shareholders and such e-voting
is permitted upto 5 p.m. one day prior to the general meeting. Further, webcast of the meeting
proceedings is not mandatory. Similarly, under SEBI LODR Regulations, remote e-voting facility is
mandatory in respect of all shareholder resolutions and voting results are to be submitted within

forty eight hours of conclusion of the general meeting. (Click for Detailed Provisions)

Recommendation and rationale;

As stated above, currently, e-voting is permitted upto 5 p.m. one day prior to the general meeting
and webcast of the meeting proceedings is not mandatory. Given that the e-voting timeline expires

before the meeting is held, shareholders not attending the meetings in person are unable to take
into account discussions at the meeting in order to make informed decisions.

For the investors to take into account the discussions during the general meeting and hence, vote

with complete information, it Is recommended that:

(i) Live one-way webcasts of all shareholder meetings may be introduced for top 100 listed entities
on a trial basis. Based on the feedback and the experience, the same may subsequently be

extended to other listed entities.; and

(ii) E-voting should be kept open till midnight (i.e. 11:59 p.m.) on the day of the general meeting.

The current requirement of not permitting modification of votes cast through e-voting may
continue.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

:;Gurrent:provIsioniin SEBMODR Regulations^:: Proposed aniended provision in .SEBI LODR
Regulations

No specific provision (on webcast). Insertion of a new clause under the new Reeulation

44A as recommended above:

Reg 44A, Meetings of shareholders

(2) The top 100 listed entities by market
capitalization, determined as on March 31 of every
financial year, shall provide one-way live webcast of
the proceedings of all shareholder meetings held on
or after April 1, 2018.

The Committee suggests that SEBI take up the above recommendation with the Ministry of
Corporate Affairs for amendment of the Companies (Management and Administration) Rules, 2014
to allow the facility for remote e-voting to remain open till end of the day (i.e. 11:59 p.m.) on the
date of the general meeting.
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3. Stewardship Code

Current regulatory provisions:

There is no specific provision for a 'stewardship code' under SEBI LODR Regulations. Howeve for
specific institutional investors such as mutual funds, etc., certain stewardship principles such ;is on
voting, conflict of interest, etc. have been adopted under the specific SEBI regulations as mey be
applicable. IRDAI in March 2017 issued a stewardship code for insurance companies in India.

Recommendations and rationale:

The Committee observed that in view of the increasing importance of institutional investors in
capital markets across the world, they are expected to shoulder greater responsibility tovyards their
clients/beneficiaries by enhancing their monitoring of and engagement with their invostee
companies. Such activities are commonly referred to as 'Stewardship Responsibilities' of institutional
investors. Such increased engagement is also seen as an important step towards improved corporate
governance of the investee companies. The fulfillment of stewardship responsibilities by institutional
investors also protects the interests of the retail investors in such companies.

Several countries such as United Kingdom, Japan, Malaysia, etc. have prescribed detailed
Stewardship Codes to be followed by institutional investors in their jurisdictions on a voluntary L asls.
These Codes include certain principles applicable to institutional investors which require that
investors have clear and comprehensive policies on:

a) Discharge of their stewardship responsibilities

b) Management of conflicts of interest in fulfilling stewardship responsibilities

c) Monitoring of investee companies

d) Intervention In investee companies

e) Collaboration with other institutional investors

f) Voting and disclosure of voting activity

g) Periodical reporting on their stewardship activities

Several other countries have also adopted one or more of the principles in different forms in ';heir
own jurisdiction. The Committee noted that one of the first steps in this regard was taken by SEBI
which prescribed detailed requirements for disclosures with respect to voting policies and actual
voting on different resolutions of investee companies by mutual funds in India.

The Committee was informed that based on SEBI's representation in the matter, the Finaicial

Stability and Development Council (FSDC) directed the formation of a Committee under the
Chairpersonship of SEBI with representatives from the Insurance Regulatory and Development
Authority of India (IRDAI) and the Pension Fund Regulatory and Development Authority (PFRDA) to
consider various aspects of introduction of a stewardship code in India. It was also informed thai, the
said Committee has submitted Its recommendations to FSDC and is pending FSDC approval. It was
also noted that after the formation of the aforesaid Committee, IRDA had also issued a detailed

stewardship code for insurance companies.

The Committee has taken note of the efforts made by FSDC and the regulators towarc's a
stewardship code, and recommends that a common stewardship code be introduced in India for the

entire financial sector on the lines of best practices globally based on the seven principle.; of
stewardship as outlined above. The Committee also recommends that since SEBI is the capitEl
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market regulator and the Code applies to investments in the capital market, the common
Stewardship Code may be introduced by SEBI for investments by institutional investors in Indian
capital markets.

Proposed amendments to SEBI LODR Regulations:

Amendments to SEBI Regulations, if any,, may be in accordance with the framework devised by SEBI
to implement the Stewardship Code in India.

4. Treasury Stock

Current regulatorv provisions;

The Companies Act specifically prohibits the creation of treasury stock (i.e. shares in its own name or
in the name of any trust either on its behalf or on behalf any of Its subsidiary or associate
companies). However, there is no requirement for cancelling/extinguishing treasury stock which
existed prior to notification of provisions of the Act. Further, under SEBI LODR Regulations, there is
no specific provision on treasury stock. (Click for Detailed Provisiorts)

Recommendation and rationale:

As stated above, there is no requirement to cancel/extinguish treasury stock which existed prior to
notification of provisions of the Companies Act. To avoid misuse arising from exercise of voting
rights in respect of shares held by employee benefit/employee welfare trusts, SEBI had withdrawn
voting rights of the trustees on such shares under the SEBI (Share Based Employee Benefits)
Regulations, 2014 - however, SEBI has permitted a three year sunset period in this regard. To meet
the same objective as set forth above and to balance voting rights of all shareholders, the
Committee recommends that a sunset clause may be imposed requiring ail existing treasury stock in
listed entities to not carry voting rights after three years.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2021):

Currentiprovisionln SEBILQDR Regulations IPfoposed:: iamended :'::provision ;:in ; : SEBI: LODR;
Regulations ^ '

No specific provision. Insertion of a new Regulation 43B:

43B. Voting rights attached to Treasury Stock

in case a listed entity holds its own shares in Its name

or in the name of any trust either on its behalf or on
behalf of any of its subsidiaries or associates (I.e.

treasury stock), no voting rights attached to such

shares shall be exerclsable with effect from April 1,

2021.

5. Resolutions sent to Shareholders without Board's Recommendation

Current regulatory provisions:

While in certain cases the board's recommendation is required for consideration by shareholders
(for e.g. declaration of dividend), there is no general rule (either in the Companies Act or in SEBI
LODR Regulations) that every resolution placed before the shareholders should have been
recommended by the board of directors.
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Recommendation and rationale:

It is not necessary for every resolution placed before shareholders to have received a
recommendation from the board of directors. The Committee recognises that there may be

(exceptional) circumstances where the resolution being sent to shareholders would not have
received such a recommendation. However, in such circumstances, some additional safeguards and
disclosures may be made in the general meeting notice to enable the shareholders to come :o an
informed decision while considering the same.

In this regard, the Committee recommends the following:

(i) In the usual course, the resolution placed before the shareholders should be recommended by
the board of directors. Placing a resolution before the shareholders without a t^oard
recommendation should be used sparingly and on rare occasions;

(11) However, in exceptional circumstances, a listed entity may issue a notice of a general meeting,
which may include one or more resolutions for consideration by shareholders without such
resolution having been recommended by the board. In such cases, an explanatory statement
for such a resolution must disclose the board's deliberated views to the shareholders.

Proposed amendments to SEBI LODR Regulations (w.e.f. April 1.2018):

Current provision iniSEBI LODR Regulations ^Proposed amended provision in SEBI

Regulations

LODR

No specific provision. Reg 17. Board of Directors.

Insertion of new clauses llA and IIB

IIA. The statement referred to in Section 102,1) of

the Companies Act, 2013 in respect of items of soeciai

business to be transacted at a general meeting shall

also set forth clearly the recommendation of the
board to the shareholders.

IIB. Notwithstanding what is contained in sub-clause

llA above, in exceptional circumstances as may be

determined by the board at its discretion:

(i) the statement referred to above may not contain

the recommendation referred to in sub-clause

llA;and

(ii) instead of the recommendation, the board of

directors shall. In the statement referred to in

sub-clause llA, disclose the nature of exceptional

circumstances that have arisen, and their

deliberated views that explains the different

views on the resolution as may be applicable.

95



Report of the Committee on Corporate Governance / October 2017

CHAPTER IX: GOVERNANCE ASPECTS OF PUBLIC SECTOR ENTERPRISES

Public Sector Enterprises (PSEs) play a prominent role in the economic development of our country,
and their importance can not only be gauged from their size but also their leadership position in
sensitive and strategic sectors of the economy. Further, the role of PSEs in generation of
employment opportunities, welfare initiatives, balanced regional development, undertaking long-
term capital intensive projects and other initiatives for the general public welfare is well
acknowledged. Some of them are also listed, allowing them access to public markets for funds.
These have a broader range of stakeholders. The Committee discussed various issues to enhance
governance concerning PSEs and consequently improve shareholder value. This may also set the
stage for more PSEs to list.

The Committee acknowledged that PSEs also face unique challenges that make their governance
more complex than in the private sector, given that (i) most PSEs pursue multiple and diverse
objectives in line with their broader social welfare objectives (unlike private enterprises which may
focus on value maximization for their shareholders); (ii) PSEs may also have certain structural issues
arising due to conflicts of interest that are inherent in cases where the same entity is both the owner
and regulator; (iii) protracted decision making in PSEs owing to accountability at multiple levels.
Nonetheless, there is a need for moving to enhanced governance standards.

The Committee debated several mechanisms in addressing these challenges and was of the view
that all listed entities, government or private, should be treated at par on governance standards.
Therefore, all listed PSEs should be compliant with the SEBI LODR Regulations. In case there is any
inconsistency between the relevant legislation, if any, under which the respective PSE has been

established and the SEBi LODR Regulations, appropriate harmonization of the legislation to bring the
same in line with the requirement of SEBI LODR Regulations should be undertaken.

During the course of detailed deliberations, the Committee reviewed international examples on PSE
governance and ownership structures (as set out in Annexure 6) and had broad consultations with

different stakeholders to understand the issues in the Indian context. The Committee came to the

conclusion that while this issue would require more consideration and detailed analysis, the

following key guiding principles must be kept in mind for such assessment on this subject:

1. Establish a transparent mandate for PSEs and disclose its objectives and obligations: The

government, as owner, must set clear objectives and mandates for the PSEs, and, where there

are non-commercial objectives, these should be clearly articulated, quantified and
transparently disclosed to the shareholders on a regular basis so that investors can take

informed investment decisions.

2. Ensure independence of the PSEs from the administrative ministry: The government should aim

at ensuring independence of the PSEs from the administrative ministry to ensure speedy
decision making, functional and operational autonomy in pursuit of their stated objectives, for
better commercial goals and to attract talent in a competitive market place.

3. Consolidate the Government stake in listed PSEs under holding entity structure(s): As a

sustainable and optimal solution for minimizing conflicts arising from the ownership and
regulatory dichotomy in PSEs, the government should consider consolidating its ownership and
monitoring of PSEs into independent holding entity structure(s) by April 1, 2020. An
independent board with diversified skill set of the holding entity(s) would also facilitate
operationalizing a consistent and high quality process on significant issues such as strategy,
performance monitoring, mergers and acquisitions, and recruitment of best talent.

96



Report of the Committee on Corporate Governance j October 2017

Recommendations;

The Committee recommends that the listed PSEs fully comply with the provisions of SEBI LODR
Regulations and the same be suitably enforced. Additionally, the government should assesi and
examine the broader issues referenced above inter alia concerning ownership structure for the
government stake, removal of conflicts and creating a more autonomous environment for PSEs to
function in the best interest of all stakeholders. The Committee believes that this wiil significantly
enhance value of the national assets. This should be done in a time-bound manner.
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SSS"CHAPTER X; LENIENCY MECHANI
?,ri a mbi:

Current regulatory arovistons:

Section 24B of the SEBI Act and Section 230 of the Securities Contracts (Regulation) Act, 1956
("SCRA") provide powers to the Central Government (based on recommendations by SEBI) to grant
immunity both from prosecution and imposition of penalty under the SEBI Act and the SCRA for the
alleged violation, subject to certain conditions. (Click for Detailed Provisions)

In addition, while SEBI currently has a consent mechanism for certain categories of violations, there
are no specific provisions in the regulatory framework that empower SEBI to grant leniency (by way
of reduction in/waiver of penalty or immunity from prosecution) as well as to protect a whistle-
blower who is allegedly in violation of relevant securities laws.

Recommendation and rationale:

A leniency programme creates structural incentives for persons connected with the commission of
an infringement to come forward and disclose such violations and assist the regulatory authorities
by receiving ienient treatment and protection against victimization. Currently, the Competition
Commission of India has powers to grant leniency to cartel members in case they disclose true, full
and vital information. The Committee felt that a leniency programme would improve effective
detection of violations and enhance ease of investigation and enforcement, while also acting as a
deterrent that could result in an increase in the overall compliance of securities regulations.

The Committee felt that SEBI may be empowered to grant leniency and offer protection against
victimisation to whistle-blowers in certain instances determined on a case by case basis. Any such

power would have to be accompanied by the rules and regulations in relation to the conditions to be

satisfied for getting benefits under the leniency programme and protection against victimization, the

procedure for the grant of lesser penalty or reduction in liability, the quantum of penalties that are

waived when lenient treatment is meted out and protection of the whistle-blower. In a nutshell,

availing of leniency provisions is a win-win situation for SEBI as well as the whistle-blower.

The Committee suggests that SEBI take up the above recommendation with the Ministry of Finance,

in this regard, the drafts of proposed amendments to the SEBI Act and the SCRA are below;

Current provision in SEBI Act and SCRA ^Proposed amended provision in^SEBI Act and SCRA;

No specific provision Insertion of a new section f«1:

(1) The Board may, if it is satisfied that any person
(the informant) who has disclosed to the Board any
alleged vioiation(s) of this Act or rules or regulations
made thereunder and has made full, true and vital

disclosures in respect of the alleged vioiation(s),

impose a lesser penalty or liability than that
prescribed or waive the same, as it may deem fit, in
respect of the informant, to the extent and in the
manner as may be prescribed:

Provided also that lesser penalty or liability or waiver

of the same shall not be imposed/granted by the

Board if the informant does not continue to

cooperate with the Board till the completion of the
proceedings before the Board, and if required, shall
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cooperate in any further legal proceedings;

Provided also that the Board may, if it is satisfied

that the informant had in the course of

proceedings,—

a) not complied with the condition on which the

lesser penalty or liability was imposed or wai\'er

was granted by the Board; or

b) had given false evidence or material

misstatements; or

c) the disclosure made is not vital,

and thereupon the informant may be tried for the

violation/offence with respect to which lesser

penalty or liability was imposed or waiver was

granted by the Board and shall also be liable to the

imposition of penalty/liability to which the

informant has been liable, had lesser penalty or

liability not been imposed or waiver not bean

granted.

(2) The discretion of the Board, In regard to

reduction in penalty or liability or grant of waiver

under this Act, shall be exercised having due regard

to-

a) the stage at which the informant comes forward

with the disclosure;

b) the evidence already in possession of the Board;
c) the quality of the information provided by the

informant;

d) role played by the informant In the said

violations; and

e) the entire facts and circumstances of the case.

(3) The Board shall treat as confidential the identity
of the informant and the information obtained from

such informant and shall not disclose the identity or

the information obtained unless-

a) the disclosure is required by law; or
b) the informant has agreed to such disclosure in

writing, which has not been withdrawn in

writing until the disclosure is made; or

c) there has been a public disclosure by the
informant.

(4) The Board may require companies to offer

protection to the informant or any other person
against victimisation in the manner as may i3e
prescribed.

99



'■isport of the Committee on Corporate Governance j October 2017

CHAPTER XI: CAPACIP/ BUILDING IN SEBI FOR ENHANCING CORPORATEW

GOVERNANCE IN LISTED.ENTITIES
s

fij

Corporate governance deals not only with the de jure but also the de facto aspects of the law. In this
context, SEBi's role as a regulator of capital markets assumes particular importance given that it
requires diligent detection, monitoring and enforcement action. Thus, the efficacy of the Committee
recommendations depends criticaliy upon SEBTs detection and enforcement capabilities. This
chapter focuses on various steps that the Committee recommends to enhance capacity of SEBI in
line with global best practices. Broadly, the Committee therefore recommends that SEBI should:

A. enhance the number and skill-sets of its human resources;

B. exploit the power of data science and technology; and

C. strategically work with other agencies, especially for monitoring and enforcement.

A. Bridge the Human Resources Gap
staff strength: Based on the Annual Report (a 2016) of the US Securities and Exchange Commission
(SEC), the SEC has almost one employee for each listed company. However, based on SEBi's Annual
Report (FY 2017), it appears that SEBI has one employee for six iisted companies. In key divisions
such as Corporate Finance, which is inter alia responsible for ascertaining the quality of financial
statements of listed entities, SEC has more than 15 times as many employees as SEBI (477 versus
31). Key indicative comparative data in this regard is set out below:

SEC SEBI Equivalent

Division ;Manpower.;: Division . Manpower •

Corporate Finance 477 Corporate Finance Department 31

Enforcement 1,380

Integrated Surveillance Department

214
Enforcement Department, Investigations
Department

Investment Management 183 Investment Management Department 53

Economic Analysis and Risk 151
Department of Economic and Policy
Analysis (DEPA)

20

Trading and Markets 258

Market Intermediaries Regulation and
Supervision Department (MIRSD)

109Market Regulation Department (MRD)
Others 2,105 Others 353

Total , 4,554 T X 1Total ' 780

Therefore, staff strength at SEBI needs to be increased to strengthen its monitoring and
enforcement functions. SEBI may also at an appropriate stage consider the need to outsource
certain functions with relevant safeguards.

Staff Skill and Expertise: Successful enforcement actions by SEE! can have the twin effect of
penalising the guilty, on the one hand, and creating a significant deterrent effect on the other hand.
However, for such deterrent effects to be felt in India, SEBI must equip itself so that it can adroitly
gather evidence with the objective of "investigate to litigate." SEBI needs to develop teams
comprising data scientists, accountants, lawyers specialised in corporate law, software engineers
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and academicians. The members need to have depth of knowledge within their respective areas as

also possess broad expertise across functional areas. In addition, SEBI should build its market
intelligence through reguiar review of market research and reports of proxy advisors.

Revolving Door Policv: Successful leveraging of investments in technology, data science ano risk
prediction requires high quality professionals. SEBI therefore needs to follow regulators across the
world in utilising speciaiist hires. It may even consider creating a revolving door policy betveen
employees at SEBI and in the private sector, allowing SEBI to hire laterals.

B. Use of Data Science and Risk Prediction

Form a data science department within SEBI: The Committee recommends that a separate

department be set up to focus on review of the financial statements and filings to detect reporting,
disclosure and audit failures. The principal goal of the department will be to create a robust data
processing framework which can form the basis of further investigation, detection of violations
involving misleading financial statements and disclosures. The department will also focus on
identifying and exploring areas susceptible to fraudulent reporting, including ongoing review of
information and use of data analytics.

A sub-unit for assessing accounting aualltv: The Committee recommends that SEBI set up a sut -unit

for reviewing quality of audit (including forensic audit) to investigate any potentiai red flags in a
timely manner. This sub-unit should make extensive use of modern technological tools includinf; text
analytics and artificial intelligence. Further, this sub-unit should also be responsible for conducting
review of audited accounts and filings by listed entities, with at least a certain percentage of listed

entities being covered every year. This percentage should increase to cover more entities o /er a

period of time.

C. Greater collaboration between SEBI and Other Agencies

The Committee recognises that SEBI has worked on investigations in coordination with other

regulatory agencies, and believes that there is substantial scope to develop cross-regulator
coordination to ensure effective enforcement. In addition to domain-specific regulators like tax

authorities, SEBI can work extensively with MCA and leverage stock exchanges to ensure effective
investigations, not only by mining information and expertise available with a cross-section of

regulators but also piecing together discrete pieces of information/evidence (which individually may
not be sufficient) to build a strong case for enforcement. Gradually, cross-regulatory platforms may
be built and harmonised with the use of sophisticated technology tools to ensure that an effective
monitoring mechanism is established.

SEBI may consider examining the above recommendations in greater detail.
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ANNEXURES
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ANNEXURE 1: LETTER OF THE MINISTRY OF CORPORATE AFFAIRS

Amardeep S Bhatia
Joint Secretary

M ?PRqi^ ̂  r,ejIprTi
fecft..

^  iSovernmenl of India
^  Ministry of Corporate Affairs

New Delhi

D.O.N0. Ily^l5/2017 -CL. V
Dated: 3r<l October,2017

Dear Sir,

Please refer to the discussions held in the Conrimittee meetings
tfiat I had the pleasure to attend wherein inter alia concems were
expressed in extending the jurisdiction through SEBI Listing Obligations
and Disclosure Requirements (LODR) over provisions which; are
already covered under the Companies Act, 2013; (the Act). The draft
report of the Committee has been examined and comments on the
recommendations were also shared during::the last meeting of the
Committee by the representative of Ministry of Corporate Affairs.

2. While it is clearly understood, that SEBI has the poweis to
prescribe stringent norms, over and above those prescribed for listed
companies, it is felt that such prescnption should: only be madC In
exceptional circumstances where inter alia these requirements cannot
be covered through the subordinate :leg|slatipni under the Cpmpanies
Act, 2013, are required only for listed companies and' not for ail
companies and after examining whether the costs involved justify the
benefits on account of the more stringent; requirements;, Reasons such
as improving public accessibility through disclosures may not- be
sufficient enough reasons for extending jurisdiction as the disclosures
made under either of the jurisdictions are publicly available.

3. It is felt that many of the proposed Changes ihvolye prescription of
higher standards primarily aim at creation ibf jurisdiction, where there is
none at the rnoment, through SEBI LObR and sdme changes also
propose to extend the jurisdiction over unlisted companies (which are
associates or subsidiaries). If would be pertinent to note that; in keeping
with the stated Government objective: Of facilitating ease of doing
business and reducing regulatory burden, Goverrimeht has proposed
changes In the Act, which are contained in the Companies
(Amendment) Bill. 2017 passed by the liok Sabha and with the Rajya
Sabha for consideration,, that are airtied at reducing multiple
jurisdictions, where possible. To be noted: are the proposed ornisSiOns
of certain filings by listed companies, the prescriptive powers through
Rules under the Act relating to prospectuses and provisions relating to
insider trading. It Is important, therefore, that in keeping with the
emphasis of the Government to facilitate ease of doing business,
providing for multiple jurisdictions should be avoided.

T 505, srrj-Jt sr. f^^~iioooi
Roo.ni No 505. 'A' W:ng. Shasili Eiia'.vao, Di. Rajond.-a.Prasad Road, Ksw-Daihi-l-IOOOl

Pliooe : S1)-2338305a, rai . On-20074213, E-maii;. asohatiaiggoy.lrt
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4. It is also noted that the Commiltee proposes to make
recommendations, which, inter alia, seek to empower SEBI to prescribe
a number of additional requirements (through LODR) on matters which
have been core company law principles and finds place, rightly so,
under the Companies Act only. It is felt that the core company law
principles for which specific- provisions have been provided in the Act
and which shouldvbevapplicable to all companies uniformly should not
be proposed for modification for listed companies. Kind attention is also^
drawn to section 24 of the Companies Act, 2C13 which empowers SEBI
to administer certain provisions of : the Act With regard to IssUe? and
transfer of securities and non-payment of dividend only,-and: it would be
in keeping with the intention of; law makers: ttiat administration Of other
provisions specifically prbvid^i are riot: brought under SEBI through
LODR. ■

5. A; statement showing: proposed njcommendations of the
Committee and the comments ofthe IWinistry: is enclosed. It is assumed
that further cOtrirnents will^ also Ije sought by SEi3| allowing' for detailed
examination; where required, ;

6; ' it is understood that if may be difficult to ; change the
recommendations at this stage. In such circumstances. I would request;
thatlthe: comments contained in this letter are taken on record and
shared virffliiSEB as a part of;ibeTeportioriseparately.

With regards.

Yours sincerely,

(Amardeep S. Bhatia):

Ericto.: As above

Shri Uday Kotak,
Executive Vice Chairman and Managing Director,
Kotak Mahlridra Bank Limited and

Chairmarii SEBI Committee on Corporate Governance,
27 BK^i,C^27,G Block,
Bandra ikiifla Complex, Bandra (E),
Munibal ?46o 051
Fax tiumber ̂ 91-22-67082213
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SI. No. Chapter No./recommendation NoJTitle Remarks of MCA

1. Ch 1:1 rMinimum Number of Directors on a Board Minimum number of directors for a public
company has already been prescribed in ;hc CA,
2013. This will be an additional cost to i he

company. Before prescribing any such 1 mils a
study of the top companies may be conc'ucied.

2. Ch I: 2: Gender Diversity on the Board The woman director may not be restrictc^d to ID
only. The issue can be addressed if a pr< -vision is
made whereby there may be one woman director

who is not a relative.

3. Ch I: 3: Attendance of Directors No comments

4. Ch 1:4: Disclosure of Expertise/ Skills of D irectors No comments

5. Ch I: 5: Approval for Non-executive Directors on
Attaining a Certain Age

This will unduly impinge upon the freec om of
the management of the company to deci ie its
non-executive directors

6. Ch I; 6: Minimum Number of Board Meetings There is no need to increase the minimu ti

number of Board meetings. There is a provision
under proviso to section 173 whereby the Central
Government may change the requirement of
minimum number of Board meetings for a

certain class of companies. Neces.sary cl;anges if
required can be brought under the Companies
Act, 2013 through issue of a notification.

7. Ch 1: 7: Updation of Knowledge of the Board
Members

No comments

8. Ch 1; 9: Quorum for Board meetings This would directly conflict with the previsions
of the CA, 2013. LODR is not required i o

prescribe the quorum.

9. Cb I: 1.0: Separation of tlie Roles of Non-executive
Chairperson and Managing Director/CEO

No comments

10. Ch I: 11: Matrix Reporting Structure No comments

11. Ch I: 13: Disclosures on Board Evaluation No comments

12. Ch 11: 1; Minimum Number of Independent
Directors

No comments

13. Ch 11: 2: Eligibility Criteria for Independent
Directors

Ideally, all requirements for IDs should Ijc
covered under the Act provisions (indue ing the
Schedule) rather than under two statutes.

14. Ch IT: 3: Minimum Compensation to Independent
Directors

There is no need to fix the lower limit of

compensation to be received by the IDs
15. Ch 11: 4; Disclosures on Resignation of Independent

Directors

There is a clarity required as to wliat would be
the consequence of saying that there war no
material reason for resignation, when the re was
actually a material reason. This can be ir the

form of a guidance since the matter is ah eady
covered in the Act.

16. Ch 11: 5: Directors and Officers Insurance for

Independent Directors
No comments

17. Ch II; 6; Induction and Training of Independent
Directors

No comments

18. Ch II: 7: Alternate Directors for Independent
Directors (IDs)

The requirement of alternate director cannot be

done away as it would conflict with existing
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provisions of the Companies Act, 2013. There is
no need for a separate prescription under LODR.

19. Ch 11: 8: Lead Independent Director in Companies
with Non-independent Chairperson

No comments

20. Ch II: 9: Exclusive Meeting of Independent
Directors

No comments

.  21. Ch II: 10: Casual Vacancy of Office of Independent
Director (ID)

No comments

22. Ch III: 1: Minimum Number of Committee

Meetings
No comments

23. Ch III: 2: Role of Audit Committee No comments.

24. Ch III: 3: Composition of Nomination and
Remuneration Committee

Such amendment in the LODR will have an

effect of making the provision in the Companies
Act, 2013 completely non-est. This will not be
desirable.

25. Ch III: 5: Composition and Role of Stakeholders
Relationship Committee

No comments

26. Ch HI: 6: Quorum for Committee Meetings No comments

27. Ch ni: 7: Applicability and Role of Risk
Management Committee

No comments

28. Ch III: 8: Membership and Chairpersonship Limit No comments

29. Ch IV: 1: Obligation on the Board of the Listed
Entity with Respect to Subsidiaries

This would amount to an encroachment into the

unlisted space which is regulated by the MCA.

The intent and object of the review is also not
clear.

30. Ch IV: 2: Group Governance Unit/ Committee and
Policy:

This would amount to an encroachment into the

unlisted space which is regulated by the MCA.

It is an extension of jurisdiction over unlisted
companies indirectly.

31. Ch IV; 3: Secretarial Audit If any changes are required then the same may be
done only through Companies Act, 2013. The
Committee may recommend the changes in the
Companies Act, 2013

32. Ch V: 1: Sharing of Information with Controlling
Promoters/ Shareholders with Nominee Directors

No comments

33. Ch V: 2: Re-classification of Promoters

/Classification of Entities as ProfessionallyManaged
No comments

34. Ch V: 3: Disclosure of Related Party Transactions In case of half-yearly disclosures there is no
objection. LODR and Companies Act, 2013
thresholds should be harmonized.

35. Ch V: 5: Royalty and Brand Payments to Related
Parties

The Committee may consider bringing down the
threshold to 2% from 5%

Ch V: 6. Remuneration to Executive Promoter

Directors

The proposed amendment should be subject to
the over-arching requirement of section 197 r/w
Schedule V.

Ch V: 7. Remuneration of Non-Executive Directors The proposed amendment should be subject to
the over-arehing requirement of section 197 r/w
Schedule V.
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36. Ch V: 8: Materiality Policy Changes in such policies should not hav e the ^
effect of increasing the limits of RPT pi ovided in ;
the Companies Act, 2013 and rules made
thereunder !

37. Ch VL: 1: Submission of Annual Reports Suggestions may be given for incorporation ot \
similar provisions in the Companies Ac 2013 or i,
the Rules thereunder. i

38. Ch: VI:2. Disclosures Pertaining to Holders ot
Depository Receipts

The Companies (Amendment) Bid, 2017 i
contains a provision for maintenance of a register j
of "significant beneficial ov/nersh p'. The
proposed provision may be kept in mind while
suggesting newer provisions for disclosure under
LODR

39. Ch VI: 3: Disclosures Pertaining to Credit Rating No comments

40. Ch VI: 4: Searchable Formats of Disclosures No comments

41. Ch VI: 5: Harmonization of Disclosures Suggestions may be made so that all d sclosures
may be made at one place only, for example on
MCA21.

42. Ch VI: 6. Disclosures Pertaining to
Analyst/Institutional Investor Meets

No comments

43. Ch VI: 7. Disclosures of Key Changes in Financial
Indicators

There is a need for convergence of reporting
requirements under LODR and Companies Act,
2013, as it creates more confusion for the
shareholders. i

44. Ch VI: 8. Utilisation of Proceeds of Preferential
Issue and Qualified Institutional Placement

No comments

45. Ch VI: 9. Disclosures in Valuation Reports in
Schemes of Arrangement.

The disclosures pertaining to schemes of
arrangement and the valuation thereto should be
covered by the Companies Act, 2013.

46. Ch VI: 10 Disclosures Pertaining to Directors Details of directorship of all directors based on
their DIN is freely available on the MCv portal.

47. Ch VI: 11 Disclosures Pertaining to
Disqualification of Directors

No comments

48. Ch VI: 14 Disclosures on Long-term and Medium-
term Strategy

No conunents

49. Ch VI; 15 Prior Intimation of Board meeting to

Discuss Bonus Issue

No comments

50. Ch. VII: 1: Audit Qualifications No comments

51. Ch. VIT: 2: Independent External Opinion by
Auditors

It is not clear as to how it would be enstred that

the auditor will appoint an independent ;xpert. In
fact there may be inherent incentive for ".he
auditor not to do so.

It needs to be ensured diat such independent

expert is independent of the management as well
of the auditor/audit firm.

52. Ch VII:3; Group Audits No comments

53. Ch VII:4: Quarterly Financial Disclosures No comments

54. Ch VII: 5: Internal Financial Controls No comments

55. Ch Vri: 6: Disclosure of Reasons of Resignation of No comments
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Auditors

56. Ch VII: 7: Disclosures oa Audit and Non-audit
Services Rendered by the Auditor

No comments

57. Ch VIL 8; Audit Quality Indicators No comments
58. Ch VII: 11: Strengthening Monitoring, Oversight

and Enforcement by SEBI
Once NFRA is established, it will provide for
review. There is no need to include this in the
LODR

59. Ch VII: 11B: Powers of SEBI with Respect to
Auditors and Other Statutory Third Party
Fiduciaries for Listed Entities

This issue is required to be examined.

60. Ch. VH: 12: Strengthening the Role of ICAI No comments
61. Ch: VIII-:I:Timeline for Annual General Meetings

of Listed Entities
There is a need to align this requirement wth the
Companies Act, 2013 as prosecutions are
launched against defaulting companies based on
tltesc timelines.

62. Ch VIII: 2; E-voting and Webcast of Proceedings of
the Meeting

Recommendation was given: E-voting caimot go
beyond the closure of AGM. The proposed
amendment in any case would violate rule
20(4)(vi) of the Companies (Management &
Administration) Rules, 2014.

This provision has been dropped at this stage by
the Committee.

63. Ch VIII:3: Stewardship Code No comments

64. Ch VIII: 4: Trea.sury Stock Suggestions may be given so that a sunset
provision may be introduced in the Companies
Act, 2013 or the Rules thereunder so as to cover

all classes of companies or to provide further
clarity, as required.

ChVIII: 5. Resolutions sent to Shareholders

without Board's Recommendation

Many resolutions are sent for approval of the
shareholders without obtaining any previous
approval of the Board. The proposed amendment
requires that the statement under section 102 of the
CA, 2013 sent to the shareholders should spell out
the recommendation of the Board for each

resolution. However in exceptional circumstances
to be explained in WTiting, the Board may not
suggest its view on the resolution.

This provision may not be required as the
contours of "exceptional circumstances" has not
been provided clearly. Such changes, if required
should be applicable to all companies and should
be covered under the Companies Act, 2013 or
the Rules thereunder. Needs further

deliberations. ^

66 Ch XI: Capacity building in SEBI for Enhancing
Corporate Governance in Listed Entities

No comments

110



,0

Report of the Committee on Corporate Governance / October 2017

ANNEXURE 2: LETTER OF THE MINISTRY OF FINANCE

MOST IMMEDIATE

BY SPEED POST/E-MAtL

FJ Nbi li/08/2017-PM
Ministry of Finance

Department of.Ecoaomic Affairs
.''FinanciarMarkcts Division

Room No.63, North Bl^, New Delhi'
Dated: thej^ctober, 2017

■To,

Shri UdayKotak
Executive Vice Chairman and,M^a^ng Director,
Kotak Mabindra Bank Limited and
Chairman, SEBI Committee oh Corporate Governance,
27 BKC, C-27, G Block,
Bandra Kuria Complex, Bandra fE), MumbnMOOOS.i: -

: Subieet:SEBi's Committee oh Comorate Govcrhance y:

...Sir,

Kind reference is invited Id; the dbpye iSU^eci. ■ ; ;

2. In this regard, I am directed to ehclose herevvith, the obMfVation/comments of Joint
Secretary (Financial Markets); oil the report af jthe abdye-mentioned committee (copy
enclosed). The same may be appropriately incorporated in the report. In case the Committee
is not able to incorporate any of the suggestion/observation, it should be included as
observation note in the report.

3. This issues with the approval of Joint Secretary (Financial Markets)

Yours faithfully.

(Qeepak Ranjan) :
Deputy Director (Primary .Markets)

Tele: 011-23092300

Copy to: Ms. Nila Khanolkar, Assisfaht General .IManager (AGM), Corporate Finance Department,
SEBI Bbawan, Plot No. C-4A, G Block, Bandra .K'trrta Complex, Bandra (East), Mumbai - 400051.
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the CoffiiniUcc on Corporate Governance set iin hv Sccufiilifs and' Eick^ii^^ Board of
i India tiSEBlt • ■■ ■ ■: -- •

Chaptef l: Composition and

liiMinimum nuinberof Directprsnn the Board;

by the comnutteeitiiat fbriariy ^listed ehtityii a;^
: directors :may; i«^ re^^^ At present, the Com^nies Act, 2013
:re(^uires a'minunikt of thnre directors in a puM

While: this recdmmendatiorijis ag^^le in;principle, it is suggested that this cbangedn the
Cpniposition of the boari: df:;directors of ltidian compaideS; should^ bb brought about iii^a
phased :manner and compliance of the six :directof Te^ireraentvshoiild^be made applicable
only to the top 500 listed companies initially and subsequently to all cpmpanies; With the
help of such incremental iterations, the small. and medium,sized coihpanies .will get adequate
lime to: realign their internal compliances.

4: Disclosure of expei^e/skillsofdrecctors

It was recommended hy the committee Qiat the board of directois of every listed entity should
be required to list the cpm|^^ncies/expertise that it belitn'cs its directors should possess. It

: should also be required t6 disclpSe the list of competencies^ exi)ertise that iife foarditriember^
actual! y possess..

While agreeing with the recommendatipn,; it is suggestednhat in case of a mismatch in the
skill set; of the directors, the reasons as to; : why it ; does not ; rnatch should be
mentioned/disclosed by companies,

Chapter 2: The Institution bfrndcpcndcntDircctorsl:.

5. Directors and OBIccrs Insurance forindepcndent.Directoirs :

It is not mandatory under the Gpmpanies Actj 2013 dor a cdihpahy to iundertake such D&O
insurance. It vvas recommended by the cpnimittec that It may initiailyibd;;raade mandatory for
Top 500companies by market capiialisiation, to undertake D&O insurance for its IDs, which
may be subsequently extended to-all; listed entities.. However, itimayi be; left :to the board of
directors of the listed entity to determine the quantum of and types :6f risks covered; under
such insurance.

While wc agree with the recommchdatipii of the comtnitKre, it is suggested that the types of
ri sks covered under such insurance may be predeteitniried for compahles. Quantum may be
left to tlie decision of the board of directors,

7. Alternate Directore for Independent Directdrs (IDs)

Companies Act, 2013 permits altemate;direclors (alternate for a director during his absence
for a period of not less than three' months from lndla) for; all directors hiciuding IDs. It also
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stales thai no person shall be ap{^inted-as ah.aUeniate;diiector for an ID.unlcss he is qualified:
to be appointed; as :dft;lD.under^:to provisions of this Act; The commiitted was of the opinion
that it may not he in the spirit of law to pemiit alternate directors for IDs.

Tlie recommended amendrnent would create practical difficultiesi On the one hand, the

committee" recommends requirement of at least 50% attendance for independent directors,
and on the other hand, it is suggesting that no alternate director may be permitted in place of
an independent director. This will create a situation where crucial decisions vvould have to be
taken without die presence of IDs. Section \6\ of Companies Act 2013: pi^escribcs the
eligibility for Alternate Diieclors that may be followed.

Further, it is suggested that ah individual may not be appointed as an alternate director for
more than one director in the same company at the same time.

Therefore, we do not agree with the current recommendation.

Chapter V- Prompters/Controlliiig Shareholders and Related Party Transactions

2. Re-classiricatioh' of Promoters /Classification of Entities its Professionally
Managed "

Presently, the Companies Act, 2013 is silent on reclassification ofpromotcrs, while Ihc SEBI
LODR Regulations: jwnhii reclassification of promoters in limited circumstances.Thc-
Committee has recommended that for where there are multiple pronioters/promoter: groups-
and whercithere is onlydne specific promoter/ promoter group who wishes to be reVclassified
can go for reclassificalibn as per the rccommeudations of the report that where there is no,
identifiable;:promoter/promoter group, thC: existing 1% threshold to-be able to classiift ihe
entity as professionally niariaged is too low and merits rnv increase to 10% for the; stated
reasons. It is :suggested that this threshold may be decreased to 5% instead of the proposed.
10% to protect die interest of the investors.

Chapter VI-Disclosures and Transparency

2. Disclosures pcftaining to Holders of Depository Receipts

In respect of the recommendation on disclosures jiertaining to holders of depository receipts,
there is a Working groupjunder Joint Secretary (Financial Markets) comprising ofSecurities
and Exchange 13oard oflridia (SEBI), Resenx Bank of India (RBI), Central Board of Direct
Taxes (CBDT), Ministry. of Corporate Affairs (MC.A) looking into the issues relating to
Depositoiy; Receipts including Beneficial Owners. As the issue, is being deliberated tipon by
die Minisliy.ofFinance and SEBI, any recormncndation by in this report prior to the outcome
of the working group would not be acceptable.

Chapter Vll- Accounting and Audit related issues
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Sii : 'Group Audiis

ret^mmcndation that; for listedentities. tn, India;. the auditor: oEthe holdirig ::cptnpahj^
should:.femade re^pnsibie- audit opinion of all material: unlisted Indhui siibsi^^ iik:
a^cptehfe to thei exte^^ that:|^e teniilr«?spnsibltf more specifically defined::in;the report:

: Chapter :Xl- Capacity bu ilditigln SEBl :{iDr EhhanCihg:Coipora te .Goveinant^dia; Li
Entities '

ISince inception of SEBfthere is: already provision in SEBf AfcCil992; for strengthetiing the
:i;StafTstrengtii of SEEIiCnder Section 9 ofSEjBl Act;- I992:,tlie Board his beenicnipowered to
appoint such officers and employees, as it considers necessary; for the efficient di&harge of its
;;:funclions under this Act;; SEBI is ;independent regulator and may appoint: officers as it may :
deemfit.

hloreoyeri it is not the mandate ofthe Committee,'This committee that has been mandated to
rCpprt; on vrays; to impro\»; (he Governance :StBndaids of listed entities ;and it is the
administrative nwtter for SEBCto examine and lake appropriateisteps to; enhance capacity, of

■ SEBI.: " ■ ■ \;v'
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ANNEXURE 3j DETAILED REGULATORY PROVISIONS "

1. Minimum Number of Directors on a Board

Companies Act. 2013

Sec 149: Company to have Board of Directors.—

(1) Every company shall have a Board of Directors consisting of individuais as directors and shali
have-

la) a minimum number of three directors in the case of a pubiic company, two directors in the case
of a private company, and one director in the case of a One Person Company; and
(b) a maximum of fifteen directors:

Provided that a company may appoint more than fifteen directors after passing a speciai resolut ion:

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)

2. Gender Diversity on the Board

Companies Act. 2013

Second Proviso to Sec 149.

Provided further that such class or classes of companies as may be prescribed, shall have at least: one
woman director.

Companies (Appointment and Qualification of Directors) Rules, 2014
Rule 3: Woman director on the Board.-

The following class of companies shall appoint at least one woman director-
(i) every listed company;

SEBI LODR Regulations

Reg 17(l)(a)
Board of directors shall have an optimum combination of executive and nonexecutive directors -with
at least one woman director and not less than fifty percent, of the board of directors shall comprise
of non-executive directors;

(Back to Recommendation)

3. Attendance of Directors

Companies Act. 2013

Section 167(1) The office of a director shall become vacant in case-
lb) He absents himself from all the meetings of the Board of Directors held during the
period of twelve months with our without seeking leave of absence of the Board

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)
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4. Disclosure of Expertise/Skills of Directors

Companies Act. 2013

Sec 152(5) of Companies Act, 2013:
A person appointed as a director shali not act as a director unless he gives his consent to hoid the
office as director and such consent has been filed with the Registrar within thirty days of his
appointment in such manner as may be prescribed:

Provided that in the case of appointment of an independent director in the general meeting, an
explanatory statement for such appointment, annexed to the notice for the general meeting, shall
include a statement that in the opinion of the Board, he fuifiis the conditions specified in this Act for
such an appointment.

Rule 5 of Companies (Appointment and Qualification of Directors) Rules. 2014;

Qualifications of independent director.-
An independent director shaii possess appropriate skills, experience and knowledge in one or more
fields of finance, law, management, sales, marketing, administration, research, corporate
governance, technical operations or other disciplines related to the company's business

SEBl LODR Regulations

Reg 36(3)- Documents & Information to shareholders.
(3)ln case of the appointment of a new director or re-appointment of a director, the shareholders
must be provided with the following information:

(a) a brief resume of the director;

(b) nature of his expertise in specific functional areas;

(c) disclosure of relationships between directors inter-se;

(d) names of listed entities in which the person also holds the directorship and the membership of
Committees of the board; and

(e) shareholding of non-executive directors.

(Back to Recommendation)

5. Approval for Non-executive Directors on Attaining a Certain Age

While no specific provision exists for approval for non-executive directors on attaining a certain age,
the following provisions are in relation to approval for executive directors on attaining a certain age:

Companies Act. 2013

Secl96(3)
No company shall appoint or continue the employment of any person as managing director, whole-
time director or manager who —

(a) is below the age of twenty-one years or has attained the age of seventy years:
Provided that appointment of a person who has attained the age of seventy years may be made by
passing a special resolution in which case the explanatory statement annexed to the notice for such
motion shaii indicate the justification for appointing such person;

SEBl LODR Regulations

No specific provision.

(Back to Recommendation)
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6. Minimum Number of Board Meetings

Companies Act. 2013

Sec 173(1):

Every company shall hold the first meeting of the Board of Directors within thirty days of the da te of
its incorporation and thereafter hoid a minimum number of four meetings of its Board of Directors
every year in such a manner that not more than one hundred and twenty days shaii inter vene
between two consecutive meetings of the Board:

Provided that the Centrai Government may, by notification, direct that the provisions of this
subsection shaii not apply in relation to any class or description of companies or shaii apply subject
to such exceptions, modifications or conditions as may be specified in the notification.

SEB1 LODR Regulations

Reg 17(2)

The board of directors shall meet at least four times a year, with a maximum time gap of one
hundred and twenty days between any two meetings.

(Back to Recommendation)

7. Updation of Knowledge of the Board Members

Companies Act. 2013

Schedule IV (lll)(l):

The independent directors shall undertake appropriate induction and regularly update and re fesh
their skills, knowledge and familiarity with the company.

SEBI LODR Regulations

Reg(4)(2)(f)(iii)(4)
The board of directors shall encourage continuing directors training to ensure that the members of

board of directors are kept up to date.

Reg 17(3)

The board of directors shall periodically review compliance reports pertaining to all laws applicable
to the listed entity, prepared by the listed entity as well as steps taken by the listed entity to rcictify
instances of non-compliances.

Reg 25(7)

The listed entity shall familiarise the independent directors through various programmes abou ; the
listed entity, including the following;

(a) nature of the industry in which the listed entity operates;
(b) business model of the listed entity;

(c) roles, rights, responsibilities of independent directors; and

(d) any other relevant information.

(Back to Recommendation)
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8. Quorum for Board Meetings

Companies Act. 2013

Sec 174. Quorum for meetings of the Board.

(1) The quorum for a meeting of the Board of Directors of a company shall be one-third of its total
strength or two directors, whichever is higher, and the participation of the directors by video
conferencing or by other audio visual means shall also be counted for the purposes of quorum
under this sub-section.

Relevant provision of the Companies Act fAmendmentI Bill. 2017

Where there is quorum in a meeting through physical presence of directors, any other director may
participate through video conferencing or other audio visual means in such meeting on any matter
which shall not be dealt through video conferencing or other audio visual means.

"In section 173 of the principal Act, in sub-section (2), after the first proviso, the following proviso
shall be inserted, namely:—
"Provided further that where there is quorum in a meeting through physical presence of directors,
any other director may participate through video conferencing or other audio visual means in such

meeting on any matter specified under the first proviso".

SEBi LODR Regulations

No specific provision.

(Back to Recommendation)

9. Separation of the Roles of Non-executive Chairperson and Managing

Director/CEO

Companies Act. 2013

Proviso to Sec 203.

Provided that an individual shall not be appointed or reappointed as the chairperson of the
company, in pursuance of the articles of the company, as well as the managing director or Chief
Executive Officer of the company at the same time after the date of commencement of this Act
unless,—

(a) the articles of such a company provide otherwise; or

(b) the company does not carry multiple businesses:
Provided further that nothing contained in the first proviso shall apply to such class of companies
engaged in multiple businesses and which has appointed one or more Chief Executive Officers for
each such business as may be notified by the Central Government.

SEBI LODR Regulations

Schedule II: Corporate Governance:

Part E: Discretionary Requirements

D. Separate posts of chairperson and chief executive officer

The listed entity may appoint separate persons to the post of chairperson and managing director or
chief executive officer.

(Back to Recommendation)
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10. Matrix Reporting Structure

Companies Act. 2013

Sec 179. Powers of the Board

(1) The Board of Directors of a company shall be entitled to exercise all such powers, and to c o all
such acts and things, as the company is authorised to exercise and do:

(3) The Board of Directors of a company shall exercise the following powers on behaif of the
company by means of resolutions passed at meetings of the Board, namely:—

(a) to make calls on shareholders in respect of money unpaid on their shares;
(b) to authorise buy-back of securities under section 68;
(c) to issue securities, inciuding debentures, whether in or outside india;
(d) to borrow monies;

(e) to invest the funds of the company;
(f) to grant loans or give guarantee or provide security in respect of loans;
(g) to approve financial statement and the Board's report;
(h) to diversify the business of the company;
(i) to approve amalgamation, merger or reconstruction;
(j) to take over a company or acquire a controlling or substantial stake in another company;
(k) any other matter which may be prescribed:

Provided that the Board may, by a resolution passed at a meeting, deiegate to any committt^e of
directors, the managing director, the manager or any other principal officer of the company 3r :n
the case of a branch office of the company, the principal officer of the branch office, the powers
specified in ciauses (d) to (f) on such conditions as it may specify:

SEBI LODR Regulations

Reg4(2)(f)

(ii) Key functions of the board of directors-
(1) Reviewing and guiding corporate strategy, major plans of action, risk poiicy, annual budgets and
business plans, setting performance objectives, monitoring implementation and corpcrate
performance, and overseeing major capitai expenditures, acquisitions and divestments.
(2) Monitoring the effectiveness of the listed entity's governance practices and making changes as
needed.

(3) Selecting, compensating, monitoring and, when necessary, replacing key managerial personnel
and overseeing succession planning.

(4) Aligning key managerial personnel and remuneration of board of directors with the longer term
interests of the listed entity and its shareholders.

(5) Ensuring a transparent nomination process to the board of directors with the diversit/ of
thought, experience, knowledge, perspective and gender in the board of directors.
(6) Monitoring and managing potential conflicts of interest of management, members of the board
of directors and shareholders, inciuding misuse of corporate assets and abuse in related part^
transactions.

(7) Ensuring the integrity of the listed entity's accounting and financial reporting systems, including
the independent audit, and that appropriate systems of control are in place, in particular, systems
for risk management, financial and operational control, and compliance with the law and relevant

standards.

(8) Overseeing the process of disclosure and communications.
(9) Monitoring and reviewing board of director's evaluation framework.

(ill) Other responsibilities:

(1) The board of directors shall provide strategic guidance to the listed entity, ensure effertivs
monitoring of the management and shall be accountable to the listed entity and the shareholders.
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(2) The board of directors shall set a corporate culture and the values by which executives
throughout a group shall behave.
(3) Members of the board of directors shall act on a fully informed basis, in good faith, with due
diligence and care, and in the best interest of the listed entity and the shareholders.
(4) The board of directors shall encourage continuing directors training to ensure that the members
of board of directors are kept up to date.
(5) Where decisions of the board of directors may affect different shareholder groups differently, the
board of directors shall treat all shareholders fairly.
(6) The board of directors shall maintain high ethical standards and shall take into account the
interests of stakeholders.

(7) The board of directors shall exercise objective independent judgment on corporate affairs.
(8) The board of directors shall consider assigning a sufficient number of nonexecutive members of
the board of directors capable of exercising independent judgment to tasks where there is a
potential for conflict of interest.

(9) The board of directors shall ensure that, while rightly encouraging positive thinking, these do not
result in over-optimism that either leads to significant risks not being recognised or exposes the
listed entity to excessive risk.
(10) The board of directors shall have ability to 'step back' to assist executive management by
challenging the assumptions underlying; strategy, strategic initiatives (such as acquisitions), risk
appetite, exposures and the key areas of the listed entity's focus.

(11) When committees of the board of directors are established, their mandate, composition and
working procedures shall be well defined and disclosed by the board of directors.
(12) Members of the board of directors shall be able to commit themselves effectively to their
responsibilities.

(13) In order to fulfil their responsibilities, members of the board of directors shall have access to

accurate, relevant and timely information.
(14) The board of directors and senior management shall facilitate the independent directors to

perform their role effectively as a member of the board of directors and also a member of a
committee of board of directors.

(Back to Recommendation)

11. Maximum Number of Directorships

Companies Act. 2013

Sec 165. Number of directorships.

(1) No person, after the commencement of this Act, shall hold office as a director, including any

alternate directorship, in more than twenty companies at the same time:

Provided that the maximum number of public companies in which a person can be appointed as a

director shall not exceed ten.

Explanation — For reckoning the limit of public companies in which a person can be appointed as

director, directorship in private companies that are either holding or subsidiary company of a public
company shall be included.

Relevant provisions of the Companies Act (Amendment) Bill, 2017

For reckoning the limit of directorships, the directorship in a dormant company shall not be
included.

120



Report of the Committee on Corporate Governance / October 2017

In section 165 of the principal Act, in sub-section (1), the Explanation shall be renumbered as
Explanation I and after Explanation I as so numbered, the following Explanation shall be inserted,
namely:—

"Explanation II.—For reckoning the limit of directorships of twenty companies, the directorship in a
dormant company shall not be included.".

SEBI LODR Regulations

Reg 25. Obligations with respect to independent directors.
(1) A person shall not serve as an independent director in more than seven listed entities:
Provided that any person who is serving as a whole time director in any listed entity shall serve as an
independent director in not more than three listed entities.

(Back to Recommendation]

12. Disclosures on Board Evaluation

Companies Act. 2013

Sec 134(3)

There shall be attached to statements laid before a company in general meeting, a report fc y its
Board of Directors, which shall include—

(p) in case of a listed company and every other public company having such paid-up share capital as
may be prescribed, a statement indicating the manner in which formal annual evaluation has osen
made by the Board of its own performance and that of its committees and individual directors;

Sec 178(2)
The Nomination and Remuneration Committee shall identify persons who are qualified to become

directors and who may be appointed in senior management in accordance with the criteria laid
down, recommend to the Board their appointment and removal and shall carry out evaluation of
every director's performance.

SCHEDULE IV: CODE FOR INDEPENDENT DIRECTORS

II. Role and functions. (2) The independent directors shall bring an objective view in the evaluation
of the performance of board and management;

V. Re-appointment: The re-appointment of independent director shall be on the basis of repc.t of
performance evaluation.
VII. Separate meetings:

(1) The independent directors of the company shall hold at least one meeting in a year, withou : the
attendance of non-independent directors and members of management;

(2) All the independent directors of the company shall strive to be present at such meeting;
(3) The meeting shall: (a) review the performance of non-independent directors and the Board as a
whole; (b) review the performance of the Chairperson of the company, taking into account the vlev^s
of executive directors and non-executive directors; (c) assess the quality, quantity and timeliness of
flow of information between the company management and the Board that is necessary for the
Board to effectively and reasonably perform their duties.

VIII. Evaluation mechanism:

(1) The performance evaluation of independent directors shall be done by the entire Board of

Directors, excluding the director being evaluated.
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(2) On the basis of the report of performance evaluation, it shall be determined whether to extend
or continue the term of appointment of the independent director.

Companies (Accounts and Audit) Rules, 2014
Rule 8 (4)

Every listed company and every other public company having a paid up share capital of twenty five
crore rupees or more calculated at the end of the preceding financial year shall include, in the report
by its Board of directors, a statement indicating the manner in which formal annual evaluation has
been made by the Board of its own performance and that of its committees and individual directors.

Relevant provisions of the Companies Act (Amendment) Bill, 2017

in section 134 of the principal Act, in sub-section (3), in clause (p) the language proposed to be
changed.

For the words "annual evaluation has been made by the Board of its own performance and that of its
committees and individual directors", the words "annual evaluation of the performance of the Board,
its Committees and of individuai directors has been made" shall be substituted.

SEBI LODR Regulations

Reg 4(2)(f)(ii): Key functions of the board of directors-
(9) Monitoring and reviewing board of director's evaluation framework.

Reg 17(10):

The performance evaluation of independent directors shall be done by the entire board of directors:

Provided that in the above evaluation the directors who are subject to evaluation shall not

participate:

Reg 25:

(3) The independent directors of the listed entity shall hold at least one meeting in a year, without

the presence of non-independent directors and members of the management and all the
independent directors shall strive to be present at such meeting.

(4) The independent directors in the meeting referred in sub-regulation (3) shall, interalia- (a) review
the performance of non-independent directors and the board of directors as a whole; (b) review the
performance of the chairperson of the listed entity, taking into account the views of executive
directors and non-executive directors; (c) assess the quality, quantity and timeliness of flow of
information between the management of the listed entity and the board of directors that is
necessary for the board of directors to effectively and reasonably perform their duties.

Schedule II (PART D) (A) ROLE OF NOMINATION AND REMUNERATION COMMITTEE:
Role of committee shall, inter-alia, include the following:
(2)formulation of criteria for evaluation of performance of independent directors and the board of
directors;

(4) identifying persons who are qualified to become directors and who may be appointed in senior
management in accordance with the criteria laid down, and recommend to the board of directors
their appointment and removal.
(5) whether to extend or continue the term of appointment of the independent director, on the
basis of the report of performance evaluation of independent directors.
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Schedule V: Corporate Governance Report.
The following disclosures shall be made in the section on the corporate governance of the ar nual
report.

(4) Nomination and Remuneration Committee:
(d) performance evaluation criteria for independent directors

(Back to Recommendation!

13. Minimum Number of independent Directors

Companies Act. 2013

Sec 149 (4): Every listed public company shall have at least one-third of the total number of directors
as independent directors and the Central Government may prescribe the minimum number of
independent directors in case of any class or classes of public companies.
Exolanation—for the purposes of this sub-section, any fraction contained in such one-third number
shall be rounded off as one.

Companies (Appointment and Qualification of Directors) Rules, 2014:
Rule 4: The following class or classes of companies shall have at least two directors as independent
directors -

(i) the Public Companies having paid up share capital often crore rupees or more; or
(ii) the Public Companies having turnover of one hundred crore rupees or more; or
(iii) the Public Companies which have, in aggregate, outstanding loans, debentures and deposits,
exceeding fifty crore rupees:

Provided that in case a company covered under this rule is required to appoint a higher number of
independent directors due to composition of its audit committee, such higher number of
independent directors shall be applicable to it:
Provided further that any intermittent vacancy of an independent director shall be filled-up b ,' the
Board at the earliest but not later than immediate next Board meeting or three months from the
date of such vacancy, whichever is later:

Provided also that where a company ceases to fulfil any of three conditions laid down in sub-rule
(1) for three consecutive years, it shall not be required to comply with these provisions until such
time as it meets any of such conditions;
Explanation. - For the purposes of this rule, it is here by clarified that, the paid up share capit al or
turnover or outstanding loans, debentures and deposits, as the case may be, as existing on the last
date of latest audited financial statements shall be taken into account:

Provided that a company belonging to any class of companies for which a higher numbim of
independent directors has been specified in the law for the time being in force shall comply witli the
requirements specified in such law.

SEBI LODR Regulations

Reg 17(1) (b):
Where the chairperson of the board of directors is a non-executive director, at least one-third of the
board of directors shall comprise of independent directors and where the listed entity does not have

a regular non-executive chairperson, at least half of the board of directors shall comprise of
independent directors:

Provided that where the regular non-executive chairperson is a promoter of the listed entity or is
related to any promoter or person occupying management positions at the level of board of director
or at one level below the board of directors, at least half of the board of directors of the listed entity

shall consist of independent directors.

123



Report of the Committee on Corporate Governance / October 2017

Explanation.-For the purpose of this clause, the expression "related to any promoter" shall have the
following meaning: (i) if the promoter is a listed entity, its directors other than the independent
directors, its employees or its nominees shall be deemed to be related to it; (ii) if the promoter is an
unlisted entity, its directors, its employees or its nominees shall be deemed to be related to it.

(Back to Recommendation)

14. Eligibility Criteria of Independent Directors

Companies Act. 2013

Sec 134 (3)(d):

There shall be attached to statements laid before a company in general meeting, a report by its
Board of Directors, which shall include a statement on declaration given by independent directors
under sub-section (6) of section 149.

Sec 149 (6):
An independent director in relation to a company, means a director other than a managing director
or a whole-time director or a nominee director,—

(a) who, in the opinion of the Board, is a person of integrity and possesses relevant expertise and
experience;
(b) (i) who is or was not a promoter of the company or its holding, subsidiary or associate company;

(ii) who is not related to promoters or directors in the company, its holding, subsidiary or
associate company;

(c) who has or had no pecuniary relationship with the company, its holding, subsidiary or associate

company, or their promoters, or directors, during the two immediately preceding financial years or

during the current financial year;

(d) none of whose relatives has or had pecuniary relationship or transaction with the company, its
holding, subsidiary or associate company, or their promoters, or directors, amounting to two per

cent, or more of its gross turnover or total income or fifty lakh rupees or such higher amount as may

be prescribed, whichever is lower, during the two immediately preceding financial years or during
the current financial year;
(e) who, neither himself nor any of his relatives—

(i) holds or has held the position of a key managerial personnel or is or has been employee of the
company or its holding, subsidiary or associate company in any of the three financial years
immediately preceding the financial year in which he is proposed to be appointed;
(ii) is or has been an employee or proprietor or a partner, in any of the three financial years
immediately preceding the financial year in which he is proposed to be appointed, of-

(A) a firm of auditors or company secretaries in practice or cost auditors of the company or
its holding, subsidiary or associate company; or
(B) any legal or a consulting firm that has or had any transaction with the company, its
holding, subsidiary or associate company amounting to ten per cent or more of the gross
turnover of such firm;

(iii) holds together with his relatives two per cent, or more of the total voting power of the
company; or

(iv) is a Chief Executive or director, by whatever name called, of any non-profit organisation that
receives twenty-five per cent, or more of its receipts from the company, any of its promoters,
directors or its holding, subsidiary or associate company or that holds two per cent or more of the
total voting power of the company; or

(f) who possesses such other qualifications as may be prescribed.
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Sec 149 (7):

Every independent director shall at the first meeting of the Board in which he participates as a
director and thereafter at the first meeting of the Board in every financial year or whenever thare is
any change in the circumstances which may affect his status as an independent director, give a
declaration that he meets the criteria of independence as provided In sub-section (6).

Relevant provisions of the Companies Act (Amendment) Bili, 2017

Some changes in definition of independent Director have been proposed.

In section 149 of the principal Act, (ii) in sub-section (6), for clause (df, the following clause shall be
substituted, namely:—

"(d) none of whose relatives—

(i) is holding any security of or interest in the company. Its holding, subsidiary or associate corr,pany
during the two immediately preceding financial years or during the current financial year:

Provided that the relative may hold security or interest in the company of face value not exceeding
fifty lakh rupees or two per cent, of the paid-up capital of the company, its holding, subsidiory or
associate company or such higher sum as may be prescribed;

(ii) is indebted to the company, its holding, subsidiary or associate company or their promoters, or
directors, in excess of such amount as may be prescribed during the two immediately preceding
financial years or during the current financial year;

(Hi) has given a guarantee or provided any security In connection with the indebtedness of any third
person to the company, its holding, subsidiary or associate company or their promoters, or directors
of such holding company, for such amount as may be prescribed during the two immediitely
preceding financial years or during the current financial year; or

(iv) has any other pecuniary transaction or relationship with the company, or its subsidiary, cr its
holding or associate company amounting to two per cent, or more of its gross turnover or total
income singly or in combination with the transactions referred to in sub-clause (i), (ii) or (Hi);";

Schedule IV: Code for Independent Directors

IV. Manner of Appointment

(3) The explanatory statement attached to the notice of the meeting for approving the appointnent
of independent director shall include a statement that in the opinion of the Board, the independent
director proposed to be appointed fulfils the conditions specified in the Act and the rules made
thereunder and that the proposed director is independent of the management.

SEBI LODR Regulations

Reg 16(l)(b):

"independent director" means a non-executive director, other than a nominee director of the lifted
entity:

^ none of whose relatives has or had pecuniary relationship or transaction with tlie company, its hok'.ing,
subsidiary or associate company, or their promoters, or directors, amounting to two per cent, or more of its gross
turnover or total income or fifty lakli rupees or such higher amount as may be prescribed, whichever is lovver,
during the two immediately preceding financial years or during the current financial year;
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(i) who, in the opinion of the board of directors, is a person of integrity and possesses relevant
expertise and experience;
(ii) who is or was not a promoter of the listed entity or its holding, subsidiary or associate company;
(iii) who is not related to promoters or directors in the listed entity, its holding, subsidiary or
associate company;
(iv) who, apart from receiving director's remuneration, has or had no material pecuniary relationship
with the listed entity, its holding, subsidiary or associate company, or their promoters, or directors,
during the two immediately preceding financial years or during the current financial year;
(v) none of whose relatives has or had pecuniary relationship or transaction with the listed entity, its
holding, subsidiary or associate company, or their promoters, or directors, amounting to two per
cent, or more of its gross turnover or total income or fifty lakh rupees or such higher amount as may
be prescribed from time to time, whichever is lower, during the two immediately preceding financial
years or during the current financial year;
(vi) who, neither himself, nor whose relative(s) —
(A)holds or has held the position of a key managerial personnel or is or has been an employee of the
listed entity or its holding, subsidiary or associate company in any of the three financial years
immediately preceding the financial year in which he is proposed to be appointed;
(B) is or has been an employee or proprietor or a partner, in any of the three financial years
immediately preceding the financial year in which he is proposed to be appointed, of —
(1)a firm of auditors or company secretaries in practice or cost auditors of the listed entity or its
holding, subsidiary or associate company; or
(2) any legal or a consulting firm that has or had any transaction with the listed entity, its holding,
subsidiary or associate company amounting to ten per cent or more of the gross turnover of such
firm;

(C) holds together with his relatives two per cent or more of the total voting power of the listed

entity; or

(D)is a chief executive or director, by whatever name called, of any non-profit organisation that
receives twenty-five per cent or more of its receipts or corpus from the listed entity, any of its

promoters, directors or its holding, subsidiary or associate company or that holds two per cent or

more of the total voting power of the listed entity;

(E) is a material supplier, service provider or customer or a lessor or lessee of the listed entity;

(vii) who is not less than 21 years of age.

(Back to Recommendation)

15. Minimum Compensation to Independent Directors

Companies Act. 2013

Sec 197. Overall maximum managerial remuneration and managerial remuneration in case of

absence or inadequacy of profits
(1) The total managerial remuneration payable by a public company, to its directors, including
managing director and whole-time director, and its manager in respect of any financial year shall not
exceed eleven per cent of the net profits of that company for that financial year computed in the
manner laid down in section 198 except that the remuneration of the directors shall not be
deducted from the gross profits: Provided that the company in general meeting may, with the
approval of the Central Government, authorise the payment of remuneration exceeding eleven per
cent of the net profits of the company, subject to the provisions of Schedule V: Provided further
that, except with the approval of the company in general meeting,—
(i) the remuneration payable to any one managing director; or whole-time director or manager shall
not exceed five per cent of the net profits of the company and if there is more than one such
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director remuneration shall not exceed ten per cent of the net profits to all such directofj and
manager taken together;
(ii) the remuneration payable to directors who are neither managing directors nor whole-time
directors shall not exceed,—

(A) one per cent of the net profits of the company, if there is a managing or whole-time director or
manager;

(B) three per cent of the net profits in any other case.
(2) The percentages aforesaid shall be exclusive of any fees payable to directors under sub-se;Ction
(5) A director may receive remuneration by way of fee for attending meetings of the Board or
Committee thereof or for any other purpose whatsoever as may be decided by the Board: Pro /ided
that the amount of such fees shall not exceed the amount as may be prescribed: Provided farther
that different fees for different classes of companies and fees in respect of independent dir ector
may be such as may be prescribed.

Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014.
Rule 4: Sitting Fees

A company may pay a sitting fee to a director for attending meetings of the Board or committees
thereof, such sum as may be decided by the Board of directors thereof which shall not exceec' one
lakh rupees per meeting of the Board or committee thereof:
Provided that for Independent Directors and Women Directors, the sitting fee shall not be less than
the sitting fee payable to other directors.

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)

16. Disclosure on Resignation of Independent Directors

Companies Act. 2013

Proviso to Section 168(1): Provided that a director shall also forward a copy of his resignation along
with detailed reasons for the resignation to the Registrar within thirty days of resignation in such
manner as may be prescribed.

Companies (Appointment and Qualification of Directors) Rules, 2014:

Rule 16: Where a director resigns from his office, he shall within .a period of thirty days from the

date of resignation, forward to the Registrar a copy of his resignation along with reasons for the
resignation in Form DIR-11 along with the fee as provided in the Companies (Registration Offices and

Fees) Rules, 2014.

SEBI LODR Regulations

No specific provision.

SEBI circular No. CIR/CFD/CMD/4/2015 dated September 09,2015 (Annexure I)

7. Change in directors, key managerial personnel (Managing Director, Chief Executive Officer, Chief
Financial Officer, Company Secretary etc.). Auditor and Compliance Officer:

7.1.reason for change viz. appointment, resignation, removal, death or otherwise;

7.2.date of appointment/cessation (as applicable) & term of appointment;
7.3.brief profile (in case of appointment);
7.4.disclosure of relationships between directors (in case of appointment of a director).

(Back to Recommendation)
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17. Directors and Officers Insurance for Independent Directors

Companies Act. 2013

Sec 197(13):

Where any insurance Is taken by a company on behalf of its managing director, whole-time director,
manager. Chief Executive Officer, Chief Financial Officer or Company Secretary for indemnifying any
of them against any liability in respect of any negligence, default, misfeasance, breach of duty or
breach of trust for which they may be guilty in relation to the company, the premium paid on such
insurance shall not be treated as part of the remuneration payable to any such personnel:
Provided that if such person is proved to be guilty, the premium paid on such insurance shall be
treated as part of the remuneration.

Schedule iV: Code for Independent Directors

Para (IV)(4)(d); The appointment of independent directors shall be formalised through a letter of
appointment, which shall set out provision for Directors and Officers (D and 0) insurance, if any;

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)

18. Induction and Training of Independent Directors

Companies Act. 2013:

Schedule IV (lll)(l):
The independent directors shali undertake appropriate induction and regulariy update and refresh
their skills, knowledge and familiarity with the company.

SEBI LODR Regulations:

Reg(4)(2)(f)(iii)(4)

The board of directors shall encourage continuing directors training to ensure that the members of
board of directors are kept up to date.

Reg 25(7)

The listed entity shall familiarise the independent directors through various programmes about the
listed entity, including the following:

(a) nature of the industry in which the listed entity operates;

(b) business model of the listed entity;

(c) roles, rights, responsibilities of independent directors; and
(d) any other relevant information.

(Back to Recommendation)

19. Alternate Directors for Independent Directors

Companies Act, 2013

Section 161 (2)

The Board of Directors of a company may, if so authorised by its articles or by a resolution passed by
the company in general meeting, appoint a person, not being a person holding any alternate
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directorship for any other director in the company, to act as an alternate director for a director
during his absence for a period of not less than three months from India:
Provided that no person shall be appointed as an alternate director for an independent director
unless he is qualified to be appointed as an independent director under the provisions of this Act:
Provided further that an alternate director shall not hold office for a period longer thar that
permissible to the director in whose place he has been appointed and shall vacate the office f and
when the director in whose place he has been appointed returns to India:
Provided also that if the term of office of the original director is determined before he so retui ns to
India, any provision for the automatic re-appointment of retiring directors in default of anather
appointment shall apply to the original, and not to the alternate director.

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)

20. Exclusive Meeting of Independent Directors

Companies Act. 2013

Schedule IV: Code for Independent Directors

VII. Separate Meetings:

(1) The independent directors of the company shall hold at least one meeting in a year, without the
attendance of non-independent directors and members of management;

(2) Ail the independent directors of the company shall strive to be present at such meeting;
(3) The meeting shall:

c) review the performance of non-independent directors and the Board as a whole;
d) review the performance of the Chairperson of the company, taking into account the views of

executive directors and non-executive directors;

e) assess the quality, quantity and timeliness of flow of information between the company
management and the Board that is necessary for the Board to effectively and reasor;ably
perform their duties.

SEBI LODR Regulations

Reg 25

(3) The independent directors of the listed entity shall hold at least one meeting in a year, without

the presence of non-independent directors and members of the management and all the
independent directors shall strive to be present at such meeting.
(4) The independent directors in the meeting referred in sub-regulation (3) shall, interalia-

(a) review the performance of non-independent directors and the board of directors as a whole;

(b) review the performance of the chairperson of the listed entity, taking into account the views
of executive directors and non-executive directors;

(c) assess the quality, quantity and timeliness of flow of information between the management
of the listed entity and the board of directors that is necessary for the board of director s to

effectively and reasonably perform their duties.

(Back to Recommendation)
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21. Casual Vacancy of Office of Independent Director

Companies Act. 2013

Section 161(4)
In the case of a public company, if the office of any director appointed by the company in general
meeting is vacated before his term of office expires in the normal course, the resulting casual
vacancy may, in default of and subject to any regulations in the articles of the company, be filled by
the Board of Directors at a meeting of the Board:

Provided that any person so appointed shall hold office only up to the date up to which the director
in whose place he is appointed would have held office if it had not been vacated.

Schedule IV: Code for Independent Directors
VII. Resignation or Removal:

(2) An independent director who resigns or is removed from the Board of the company shall be
replaced by a new independent director within a period of not more than one hundred and eighty
days from the date of such resignation or removal, as the case may be.

Companies (Appointment and Qualification of Director) Rules, 2014

Second Provisio to Rule 4:

Provided further that any intermittent vacancy of an independent director shall be filied-up by the

Board at the earliest but not later than immediate next Board meeting or three months from the

date of such vacancy, whichever is later

Relevant provisions of the Companies Act (Amendment) Bill, 2017

The approval of members will be required to fill the casual vacancy of IDs.

The casual vacancy in the office of independent Director shaii be filled by the Board of Directors at a
meeting of the Board which shall be subsequently approved by members In the Immediate next
general meeting.

SEBI LODR Regulations

Reg 25(6)
An independent director who resigns or is removed from the board of directors of the listed entity
shall be replaced by a new independent director by listed entity at the earliest but not later than the
immediate next meeting of the board of directors or three months from the date of such vacancy,
whichever is later;

Provided that where the listed entity fulfils the requirement of independent directors in its board of
directors without filling the vacancy created by such resignation or removal, the requirement of
replacement by a new independent director shall not apply.

(Back to Recommendation)
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22. Minimum Number of Committee Meetings

Companies Act. 2013

No specific provision on meetings of Audit Committee.

SEBI LODR Regulations

Reg 18(2){a)
The audit committee shall meet at least four times in a year and not more than one hundrec.' and
twenty days shall elapse between two meetings.

(Back to Recommendation)

23. Role of Audit Committee

Companies Act. 2013

Sec 177. Audit Committee

(4) Every Audit Committee shall act in accordance with the terms of reference specified in writing by
the Board which shall, inter alia, include,—

(i) the recommendation for appointment, remuneration and terms of appointment of auoitors
of the company;

(ii) review and monitor the auditor's independence and performance, and effectiveness of .-judit
process;

(iii) examination of the financial statement and the auditors' report thereon;
(iv) approval or any subsequent modification of transactions of the company with related

parties;

Provided that the Audit Committee may make omnibus approval for related fiarty
transactions proposed to be entered into by the company subject to such conditions as may
be prescribed;

(v) scrutiny of inter-corporate loans and investments;

(vi) valuation of undertakings or assets of the company, wherever it is necessary;
(vii) evaluation of internal financial controls and risk management systems;

(viii) monitoring the end use of funds raised through public offers and related matters.
(5) The Audit Committee may call for the comments of the auditors about internal control systems,

the scope of audit, including the observations of the auditors and review of financial statement
before their submission to the Board and may also discuss any related issues with the internal
and statutory auditors and the management of the company.

(6) The Audit Committee shall have authority to investigate into any matter in relation to the items
specified in sub-section (4) or referred to it by the Board and for this purpose shall have power
to obtain professional advice from external sources and have full access to informal:ion

contained in the records of the company.

SEBI LODR Regulations

Reg 18(2)(c):

The audit committee shall have powers to investigate any activity within its terms of reference, seek

information from any employee, obtain outside legal or other professional advice and secure

attendance of outsiders with relevant expertise, if it considers necessary.
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Schedule II Part C: Role of The Audit Committee And Review Of Information By Audit Committee
A. The role of the audit committee shall include the following:
(1) oversight of the listed entity's financial reporting process and the disclosure of its financial
information to ensure that the financial statement is correct, sufficient and credible;
(2) recommendation for appointment, remuneration and terms of appointment of auditors of the
listed entity;

(3) approval of payment to statutory auditors for any other services rendered by the statutory
auditors;

(4) reviewing, with the management, the annual financial statements and auditor's report thereon
before submission to the board for approval, with particular reference to:

(a) matters required to be included in the director's responsibility statement to be included in
the board's report in terms of clause (c) of sub-section (3) of Section 134 of the Companies Act,
2013;

(b) changes, if any, in accounting policies and practices and reasons for the same;
(c) major accounting entries involving estimates based on the exercise of judgment by
management;

(d) significant adjustments made in the financial statements arising out of audit findings;
(e) compliance with listing and other legal requirements relating to financial statements;
(f) disclosure of any related party transactions;
(g) modified opinion(s) in the draft audit report;

(5) reviewing, with the management, the quarterly financial statements before submission to the
board for approval;

(6) reviewing, with the management, the statement of uses/application of funds raised through an
Issue (public issue, rights issue, preferential issue, etc.), the statement of funds utilized for purposes
other than those stated in the offer document/prospectus/notice and the report submitted by the
monitoring agency monitoring the utilisation of proceeds of a public or rights issue, and making

appropriate recommendations to the board to take up steps in this matter;

(7) reviewing and monitoring the auditor's independence and performance, and effectiveness of

audit process;

(8) approval or any subsequent modification of transactions of the listed entity with related parties;
(9) scrutiny of inter-corporate loans and investments;

(10) valuation of undertakings or assets of the listed entity, wherever it is necessary;
(11) evaluation of internal financial controls and risk management systems;
(12) reviewing, with the management, performance of statutory and internal auditors, adequacy of
the internal control systems;

(13) reviewing the adequacy of internal audit function, if any, including the structure of the internal
audit department, staffing and seniority of the official heading the department, reporting structure
coverage and frequency of internal audit;
(14) discussion with internal auditors of any significant findings and follow up there on;
(15) reviewing the findings of any internal investigations by the internal auditors into matters where
there is suspected fraud or irregularity or a failure of internal control systems of a material nature
and reporting the matter to the board;
(16) discussion with statutory auditors before the audit commences, about the nature and scope of
audit as well as post-audit discussion to ascertain any area of concern;
(17) to look into the reasons for substantial defaults in the payment to the depositors, debenture
holders, shareholders (in case of non-payment of declared dividends) and creditors;
(18) to review the functioning of the whistle-blower mechanism;
(19) approval of appointment of chief financial officer after assessing the qualifications, experience
and background, etc. of the candidate;
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(20) Carrying out any other function as is mentioned in the terms of reference or the audit
committee.

B. The audit committee shall mandatorily review the following information:
(1) management discussion and analysis of financial condition and results of operations;
(2) statement of significant related party transactions (as defined by the audit commictee),
submitted by management;

(3) management letters/letters of internal control weaknesses issued by the statutory auditors;
(4) internal audit reports relating to internal control weaknesses; and
(5) the appointment, removal and terms of remuneration of the chief internal auditor shr.ll be
subject to review by the audit committee.
(6) statement of deviations:

(a) quarterly statement of deviation(s) including report of monitoring agency, if
applicable, submitted to stock exchange(s) in terms of Regulation 32(1).
(b) annual statement of funds utilized for purposes other than those stated in the
offer document/prospectus/notice in terms of Regulation 32(7).

(Back to Recommendation)

24. Composition of Nomination and Remuneration Committee

Companies Act. 2013

Sec 178(1)
The Board of Directors of every listed company and such other class or classes of companies, as may
be prescribed shall constitute the Nomination and Remuneration Committee consisting of three or
more non-executive directors out of which not less than one-half shall be independent directors.

Relevant provision of the Companies Act (Amendment) Bill, 2017

The word "public" is proposed to be added.

Every listed public company and such other ciass or ciasses of companies, as may be prescribed shall
constitute the Nomination and Remuneration Committee

SEBI LODR Regulations

Reg 19(l)(c)

(1) The board of directors shall constitute the nomination and remuneration committee as follows:
(c) at least fifty percent of the directors shall be independent directors.

(Back to Recommendation)

25. Role of Nomination and Remuneration Committee

Companies Act. 2013

Sec 178

(2) The Nomination and Remuneration Committee shall identify persons who are qualified to

become directors and who may be appointed in senior management in accordance with the criteria
laid down, recommend to the Board their appointment and removal and shall carry out evaluatio.i of
every director's performance.

(3) The Nomination and Remuneration Committee shall formulate the criteria for determiiiing
qualifications, positive attributes and independence of a director and recommend to the Board a
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policy, relating to the remuneration for the directors, key managerial personnel and other
employees.
(4) The Nomination and Remuneration Committee shall, while formulating the policy under
subsection (3) ensure that—

(a) the level and composition of remuneration is reasonable and sufficient to attract, retain and
motivate directors of the quality required to run the company successfully;

(b) relationship of remuneration to performance is clear and meets appropriate performance
benchmarks; and

(c) remuneration to directors, key managerial personnel and senior management involves a balance
between fixed and incentive pay reflecting short and long-term performance objectives
appropriate to the working of the company and its goals:

Provided that such policy shall be disclosed in the Board's report.

SEBI LODR Regulations

Schedule II: Corporate Governance

Part D (A): Role of Nomination And Remuneration Committee:

Role of committee shall, inter-alia, include the following:
(1) formulation of the criteria for determining qualifications, positive attributes and independence of
a director and recommend to the board of directors a policy relating to, the remuneration of the

directors, key managerial personnel and other employees;

(2) formulation of criteria for evaluation of performance of independent directors and the board of

directors;

(3) devising a policy on diversity of board of directors;

(4) identifying persons who are qualified to become directors and who may be appointed in senior

management in accordance with the criteria laid down, and recommend to the board of directors
their appointment and removal.

(5) whether to extend or continue the term of appointment of the independent director, on the

basis of the report of performance evaluation of independent directors.

(Back to Recommendation)

26. Composition and Role of Stakeholders Relationship Committee

Companies Act. 2013

Sec 178

(5) The Board of Directors of a company which consists of more than one thousand shareholders,
debenture-holders, deposit-holders and any other security holders at any time during a financial
year shall constitute a Stakeholders Relationship Committee consisting of a chairperson who shall be
a nonexecutive director and such other members as may be decided by the Board.

(6) The Stakeholders Relationship Committee shall consider and resolve the grievances of security
holders of the company.

SEBI LODR Regulations

Reg 20

(1) The listed entity shall constitute a Stakeholders Relationship Committee to specificaily look into
the mechanism of redressal of grievances of shareholders, debenture holders and other security
holders.

(2) The chairperson of this committee shall be a non-executive director.
(3) The board of directors shall decide other members of this committee.
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(4) The role of the Stakeholders Relationship Committee shall be as specified as in Part D of the
Schedule II.

Schedule II: Corporate Governance

Part D (B): Stakeholders Relationship Committee
The Committee shall consider and resolve the grievances of the security holders of the listed (entity
including complaints related to transfer of shares, non-receipt of annual report and non-receipt of
declared dividends.

(Back to Recommendation)

27. Quorum for Committee Meetings

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

The provision for quorum for Audit Committee meetings are specified hereunder:
Reg 18(2)(b):
The quorum for audit committee meeting shall either be two members or one third of the members
of the audit committee, whichever is greater, with at least two independent directors.

(Back to Recommendation)

28. Applicability and Role of Risk Management Committee

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

Regulation 21; Risk Management Committee.

(5) The provisions of this regulation shall be applicable to top 100 listed entities, determined or. the
basis of market capitalisation, as at the end of the immediate previous financial year.

(Back to Recommendation)

29. Membership and Chairpersonship Limit

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

Regulation 26.

(1) A director shall not be a member in more than ten committees or act as chairperson of more
than five committees across all listed entities in which he is a director which shall be determined as

follows:

(b) for the purpose of determination of limit, chairpersonship and membership of the a idit
committee and the Stakeholders' Relationship Committee alone shall be considered.

(Back to Recommendation)
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30. Obligation on the Board of the Listed Entity with Respect to Subsidiaries

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

Reg 24. Corporate governance requirements with respect to subsidiary of listed entity.
(1) At least one independent director on the board of directors of the listed entity shall be a director

on the board of directors of an unlisted material subsidiary, incorporated In India.
(2) The audit committee of the listed entity shall also review the financial statements, in particular,

the investments made by the unlisted subsidiary.
(3) The minutes of the meetings of the board of directors of the unlisted subsidiary shall be placed

at the meeting of the board of directors of the listed entity.
(4) The management of the unlisted subsidiary shall periodically bring to the notice of the board of

directors of the listed entity, a statement of all significant transactions and arrangements
entered into by the unlisted subsidiary.

Explanation.-for the purpose of this regulation, the term "significant transaction or

arrangement" shall mean any individual transaction or arrangement that exceeds or is likely to

exceed ten percent of the total revenues or total expenses or total assets or total liabilities, as

the case may be, of the unlisted material subsidiary for the immediately preceding accounting

year.

(5) A listed entity shall not dispose of shares in its material subsidiary resulting in reduction of its
shareholding (either on its own or together with other subsidiaries) to less than fifty percent or
cease the exercise of control over the subsidiary without passing a special resolution in its
General Meeting except in cases where such divestment is made under a scheme of

arrangement duly approved by a Court/Tribunal.
(6) Selling, disposing and leasing of assets amounting to more than twenty percent of the assets of

the material subsidiary on an aggregate basis during a financial year shall require prior approval
of shareholders by way of special resolution, unless the sale/disposal/lease is made under a
scheme of arrangement duly approved by a Court/Tribunal.

(7) Where a listed entity has a listed subsidiary, which is itself a holding company, the provisions of
this regulation shall apply to the listed subsidiary in so far as its subsidiaries are concerned.

(Back to Recommendation)

31. Secretarial Audit

Companies Act. 2013

Section 204: Secretarial audit for bigger companies.

(1) Every listed company and a company belonging to other class of companies as may be
prescribed shall annex with its Board's report made in terms of sub-section (3) of section 134, a
secretarial audit report, given by a company secretary in practice, in such form as may be prescribed.
(2) It shall be the duty of the company to give all assistance and facilities to the company secretary in
practice, for auditing the secretarial and related records of the company.
(3) The Board of Directors, in their report made in terms of sub-section (3) of section 134, shall
explain in full any qualification or observation or other remarks made by the company secretary in
practice in his report under sub-section (1).
(4) If a company or any officer of the company or the company secretary in practice, contravenes the
provisions of this section, the company, every officer of the company or the company secretary in
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practice, who is in default, shali be punishable with fine which shall not be less than one iakh rupees
but which may extend to five lakh rupees.

Companies (Appointment and Remuneration Of Managerial Personnel) Rules, 2014
Rule 9. Secretarial Audit Report.-

(1) For the purposes of sub-section (1) of section 204, the other class of companies shall be us
under-

(a) every public company having a paid-up share capital of fifty crore rupees or more; or
(b) every public company having a turnover of two hundred fifty crore rupees or more.

(2) The format of the Secretarial Audit Report shall be in Form No. MR.3.

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)

32. Sharing of Information with Controlling Promoters/Shareholders with
Nominee Directors

SEE! PIT Regulations

Regulation 3(1):

No insider shall communicate, provide, or allow access to any unpublished price sen;;i'cive
information, relating to a company or securities listed or proposed to be listed, to any person
including other insiders except where such communication is in furtherance of legitimate purf^ose,
performance of duties or discharge of legal obligations.

Regulation 3(2):

No person shall procure from or cause the communication by any insider of unpublished [irice
sensitive information, relating to a company or securities listed or proposed to be listed, except in
furtherance of legitimate purposes, performance of duties or discharge of legal obligations.

SEBI LODR Regulations

Regulation 4(l)(f)
The listed entity which has listed securities shall make disclosures and abide by its obligations u. ider

these regulations, in accordance with the following principles: .... Channels for dissemina ting
information shall provide for equal, timely and cost efficient access to relevant informatioi. by

investors.

Regulation 4(2)(c)(i)

Equitable treatment: The listed entity shall ensure equitable treatment of all shareholders, including
minority and foreign shareholders, in the following manner:... All shareholders of the same series of

a class shall be treated equally.

Regulation 4(2)(e)(ii)

Disclosure and transparency: The listed entity shall ensure timely and accurate disclosure or all

material matters including the financial situation, performance, ownership, and governance of the
listed entity, in the following manner:.... Channels for disseminating information shall provide for
equal, timely and cost efficient access to relevant information by users.

(Back to Recommendations)
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33. Re-classification of Promoters /Classification of Entities as Professionally
Managed

Companies Act. 2013

No specific provision.

SEB! LODR Regulations

RegSlA:

(2) The stock exchange, specified in sub-regulation (1), shall allow modification or reclassification of
the status of the shareholders, only upon receipt of a request from the concerned listed entity or the
concerned shareholders along with all relevant evidence and on being satisfied with the compliance
of conditions mentioned in this regulation.
(3) In case of entities listed on more than one stock exchange, the concerned stock exchanges shall
jointly decide on the application of the entity/shareholders, as specified in sub-regulation(2).
(5) When a new promoter replaces the previous promoter subsequent to an open offer or in any
other manner, re-classification may be permitted subject to approval of shareholders in the general

meeting and compliance of the following conditions:

(a) Such promoter along with the promoter group and the Persons Acting in Concert shall not hold

more than ten per cent of the paid-up equity capital of the entity, (b) Such promoter shall not

continue to have any special rights through formal or informal arrangements. All shareholding

agreements granting special rights to such entities shall be terminated, (c) Such promoters and their
relatives shall not act as key managerial person for a period of more than three years from the date

of shareholders' approval: Provided that the resolution of the said shareholders' meeting must

specifically grant approval for such promoter to act as key managerial person.
(6) Where an entity becomes professionally managed and does not have any Identifiable promoter
the existing promoters may be re-classified as public shareholders subject to approval of the
shareholders in a general meeting.

Explanation.- For the purposes of this sub-regulation an entity may be considered as professionaily
managed, if-

(i) No person or group aiong with persons acting in concert taken together shall hold more than
one per cent paid-up equity capital of the entity including any holding of
convertibles/outstanding warrants/Depository Receipts: Provided that any mutual fund,
bank, insurance company, financial institution, foreign portfolio investor may individually
hold up to ten per cent paid-up equity capital of the entity Including any holding of
convertibles/outstanding warrants/Depository Receipts.

(ii) The promoters seeking reclassification and their relatives may act as key managerial
personnel in the entity only subject to shareholders' approval and for a period not exceeding
three years from the date of shareholders' approval.

(iii) The promoter seeking reclassification along with his promoter group entities and the
persons acting in concert shall not have any special right through formal or informal
arrangements. All shareholding agreements granting special rights to such outgoing entities
shall be terminated.

(7) Without prejudice to sub-reguiations (5) and (6), re-classification of promoter as public
shareholders shall be subject to the following conditions:

(a) Such promoter shall not, directly or indirectly, exercise control, over the affairs of the entity.
(b) Increase in the level of public shareholding pursuant to re-classification of promoter shall

not be counted towards achieving compliance with minimum public shareholding
requirement under rule 19A of the Securities Contracts (Regulation) Rules, 1957, and the
provisions of these regulations.
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(c) The event of re-classification shali be disciosed to the stock exchanges as a material event in
accordance with the provisions of these regulations.

(d) Board may relax any condition for re-ciassification in specific cases, if it is satisfied e bout
non-exercise of controi by the outgoing promoter or its persons acting in concert.

(Back to Recommendation)

34. Disclosure of Related Party Transactions

Companies Act. 2013

Sec 188. Related Party Transactions

(2) Every contract or arrangement entered into under sub-section (1) shaii be referred to ir: the
Board's report to the shareholders along with the justification for entering into such contract or
arrangement.

Sec 189. Register of contracts or arrangements in which directors are interested.
(1) Every company shall keep one or more registers giving separately the particulars of all cont"acts
or arrangements to which sub-section (2) of section 184 or section 188 applies, in such mannei and
containing such particulars as may be prescribed and after entering the particulars, such register or
registers shali be placed before the next meeting of the Board and signed by aii the directors present
at the meeting.

SEBI LODR Regulations

Reg2(l)(zc)

"reiated party transaction" means a transfer of resources, services or obliptions between a listed
entity and a related party, regardless of whether a price is charged and a "transaction" with a related
party shaii be construed to include a single transaction or a group of transactions in a contract:
Provided that this definition shaii not be applicable for the units issued by mutual funds which are
listed on a recognised stock exchange(s);

Reg 27 (2)

(a) The listed entity shaii submit a quarterly compliance report on corporate governance in the

format as specified by the Board from time to time to the recognised stock exchange(s) within
fifteen days from close of the quarter.

(b) Details of all material transactions with related parties shall be disclosed along with the report
mentioned in clause (a) of sub-regulation (2).

Reg46(2)(g)

The listed entity shali disseminate the following information on its website: ... policy on dealing with

reiated party transactions.

Schedule V: Annual report

The annual report shall contain the following additional disclosures:

A. Related Party Disclosure:
1. The listed entity shall make disclosures in compliance with the Accounting Standard on "Rei.ited
Party Disclosures".
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2. The disclosure requirements shall be as follows:
Sr.Nd In the accounts of

u  ' s?- •*

Disclosures of amounts at ' the year end and > the maximum amount- of

1. Holding Company • Loans and advances in the nature of loans to subsidiaries by name and
amount.

•  Loans and advances in the nature of loans to associates by name and
amount.

• Loans and advances in the nature of loans to firms/companies in which
directors are interested by name and amount.

2. Subsidiary Same disclosures as applicable to the parent company in the accounts of
subsidiary company.

3. Holding Company Investments by the loanee in the shares of parent company and subsidiary
company, when the company has made a loan or advance in the nature of

loan.

For the purpose of above disclosures directors' interest shall have the same meaning as given in
Section 184 of Companies Act, 2013.

3. The above disclosures shall be applicable to all listed entities except for listed banks.

C. Corporate Governance Report

The following disclosures shall be made in the section on the corporate governance of the annual

report.

(10) Other Disclosures:

(a) disclosures on materially significant related party transactions that may have potential conflict

with the interests of listed entity at large;

(f) web link where policy on dealing with related party transactions;

(Back to Recommendation)

35. Approval of Related Party Transactions

Companies Act. 2013

Sec 188. (1) Except with the consent of the Board of Directors given by a resolution at a meeting of

the Board and subject to such conditions as may be prescribed, no company shall enter into any

contract or arrangement with a related party with respect to—

(a) sale, purchase or supply of any goods or materials;

(b) selling or otherwise disposing of, or buying, property of any kind;
(c) leasing of property of any kind;

(d) availing or rendering of any services;

(e) appointment of any agent for purchase or sale of goods, materials, services or property;
(f) such related party's appointment to any office or place of profit in the company, its subsidiary
company or associate company; and

(g) underwriting the subscription of any securities or derivatives thereof, of the company:
Provided that no contract or arrangement, in the case of a company having a paid-up share capital
of not less than such amount, or transactions not exceeding such sums, as may be prescribed, shall
be entered into except with the prior approval of the company by a resolution:
Provided further that no member of the company shall vote on such resolution, to approve any
contract or arrangement which may be entered into by the company, if such member is a related
party:
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SEBI LODR Regulations

Reg 23(4) All material related party transactions shall require approval of the shareholders through
resolution and the related parties shall abstain from voting on such resolutions whether the ent Ity Is
a related party to the particular transaction or not.

(Back to Recommendation)

36. Remuneration to Executive Promoter Directors

Companies Act. 2013

Sec 197. Overall maximum managerial remuneration and managerial remuneration In case of
absence or inadequacy of profits.

(1) The total managerial remuneration payable by a public company, to Its directors, including
managing director and whole-time director, and its manager In respect of any financial year shall not
exceed eleven per cent of the net profits of that company for that financial year computed Ir the
manner laid down In section 198 except that the remuneration of the directors shall not be
deducted from the gross profits;

Provided that the company In general meeting may, with the approval of the Central Governrr ent,

authorise the payment of remuneration exceeding eleven per cent of the net profits of the company,
subject to the provisions of Schedule V:

Provided further that, except with the approval of the company in general meeting,—

(I) the remuneration payable to any one managing director; or whole-time director or manager i^hall
not exceed five per cent of the net profits of the company and If there Is more than one such
director remuneration shall not exceed ten per cent of the net profits to all such directors and

manager taken together;

(II) the remuneration payable to directors who are neither managing directors nor whole-time

directors shall not exceed,—

(A) one per cent of the net profits of the company, If there Is a managing or whole-time director cr

manager;

(B) three per cent of the net profits In any other case.

SEBI LODR Regulations

No specific provision.

(Back to Recommendation)

37. Remuneration of Non-executive Directors

Companies Act. 2013

Sec 197. Overall maximum managerial remuneration and managerial remuneration In case of

absence or Inadequacy of profits.

(1) The total managerial remuneration payable by a public company, to Its directors. Induc ing

managing director and whole-time director, and Its manager In respect of any financial year shall not

exceed eleven per cent of the net profits of that company for that financial year computed in the

manner laid down in section 198 except that the remuneration of the directors shall not be

deducted from the gross profits:
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Provided that the company in general meeting may, with the approval of the Central Government,
authorise the payment of remuneration exceeding eleven per cent of the net profits of the company,
subject to the provisions of Schedule V:

Provided further that, except with the approval of the company In general meeting,—
(!) the remuneration payable to any one managing director; or whole-time director or manager shall
not exceed five per cent of the net profits of the company and if there is more than one such
director remuneration shall not exceed ten per cent of the net profits to all such directors and

manager taken together;

(ii) the remuneration payable to directors who are neither managing directors nor whole-time

directors shall not exceed,—

(A) one per cent of the net profits of the company. If there is a managing or whole-time director or

manager;

(B) three per cent of the net profits in any other case.

SEBI LODR Regulations

Reg. 17 Board of directors

(6) (a) The board of directors shall recommend all fees or compensation, if any, paid to non

executive directors, including independent directors and shall require approval of shareholders in

general meeting.

(b)The requirement of obtaining approval of shareholders in general meeting shall not apply to

payment of sitting fees to non-executive directors, if made within the limits prescribed under the

Companies Act, 2013 for payment of sitting fees without approval of the Central Government.

(c)The approval of shareholders mentioned in clause (a), shall specify the limits for the maximum

number of stock options that may be granted to non-executive directors, in any financial year and in

aggregate.

(d)lndependent directors shall not be entitled to any stock option.

(Back to Recommendation)

38. Materiality Policy

Companies Act. 2013

No specific provisions,

SEBI LODR Regulations

Reg 23(1):
(l)The listed entity shall formulate a policy on materiality of related party transactions and on
dealing with related party transactions:
(3)Audit committee may grant omnibus approval for related party transactions proposed to be
entered into by the listed entity subject to the following conditions, namely-
(a) the audit committee shall lay down the criteria for granting the omnibus approval in line with the
policy on related party transactions of the listed entity and such approval shall be applicable in
respect of transactions which are repetitive in nature;

(Back to Recommendation)
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39. Submission of Annual Reports

Companies Act. 2013

Companies (Accounts) Rules, 2014
Rule 11: Manner of circulation of financial statements in certain cases.-

In case of all listed companies and such public companies which have a net worth of more than one
crore rupees and turnover of more than ten crore rupees, the financial statements may be sent-
(a) by electronic mode to such members whose shareholding is in dematerialised format and w! lose

email Ids are registered with Depository for communication purposes;
(b) where Shareholding is held otherwise than by dematerialised format, to such members ,vho

have positively consented in writing for receiving by electronic mode; and
(c) by dispatch of physical copies through any recognised mode of delivery as specified uuder

section 20 of the Act, in all other cases.

SEBI LODR Regulations

Reg 34. Annual Report.

(1) The listed entity shall submit the annual report to the stock exchange within twenty one worldng
days of it being approved and adopted in the annual general meeting as per the provisions of the
Companies Act, 2013

Reg 36. Documents & Information to shareholders.
(2) The listed entity shall send the annual report in the following manner to the shareholders;

(a) Soft copies of full annual report to all those shareholder(s) who have registered their e nail
address(es) for the purpose;

(b) Hard copy of statement containing the salient features of all the documents, as prescribe d in
Section 136 of Companies Act, 2013 or rules made thereunder to those shareholder(s) vho

have not so registered;

(c) Hard copies of full annual reports to those shareholders, who request for the same.

(3) The listed entity shall send annual report referred to in sub-regulation (1), to the holders cf
securities, not less than twenty-one days before the annual general meeting.

(Back to Recommendation)

40. Disclosures Pertaining to Credit Rating

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

Reg 52(4): The listed entity, while submitting half yearly / annual financial results, shall disclose the
following line items along with the financial results:

(a) credit rating and change in credit rating (if any);

Reg 55:

Each rating obtained by the listed entity with respect to non-convertible debt securities shall be

reviewed at least once a year by a credit rating agency registered by the Board

Reg 56(l)(c):

The listed entity shall forward the following to the debenture trustee promptly-
intimations regarding:

(i) any revision in the rating
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Reg 84:

(1) Every rating obtained by the listed entity with respect to securitised debt instruments shall be
periodically reviewed, preferably once a year, by a credit rating agency registered by the Board.
(2) Any revision in rating(s) shali be disseminated by the stock e)cchange(s)

SCHEDULE III: PART A: DISCLOSURES OF EVENTS OR INFORMATION: SPECIFIED SECURITIES
A. Events which shall be disclosed without any application of the guidelines for materiality as
specified in sub-regulation (4) of regulation (30):
3. Revision in Rating(s).

SEBI circular No. CIR/CFD/CMD/4/2015 dated September 09,2015 (Annexure I)
3. Revision in Rating(s)

The listed entity shall notify the stock exchange(s), the details of any new rating or revision in rating
assigned from a credit rating agency to any debt instrument of the listed entity or to any fixed
deposit programme or to any scheme or proposal of the listed entity involving mobilization of funds
whether in India or abroad. In case of a downward revision in ratings, the listed entity shall also
intimate the reasons provided by the rating agency for such downward revision.

(Back to Recommendation^

41. Disclosures Pertaining to Analyst/Institutional Investor Meets

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

Reg 46. Website

(2) The listed entity shali disseminate the following information on its website:

(o) schedule of analyst or institutional investor meet and presentations made by the listed entity to

analysts or institutional investors simultaneously with submission to stock exchange;

SCHEDULE III, PART A: DISCLOSURES OF EVENTS OR INFORMATION: SPECIFIED SECURITIES

The following shall be events/information, upon occurrence of which listed entity shall make
disclosure to stock exchange(s):

A. Events which shall be disclosed without anv application of the guidelines for materialitv as

specified in sub-regUiation (4) of regulation (30):

15. Schedule of Analyst or institutional investor meet and presentations on financiai results made by
the listed entity to analysts of institutional investors;

schedule V: ANNUAL REPORT

C. Corporate Governance Report: The foilowing disclosures shall be made in the section on the
corporate governance of the annuai report.
8. Means of communication:

(e) presentations made to institutional investors or to the analysts.

(Back to Recommendation)

144



RepafL of the CammiiLee on Corporate Governance / October 201/

42. Disclosure of Key Changes in Financial Indicators

Comoanies Act. 2013

No specific provisions.

SEBI LODR Regulations

Regulation 52

(4) The listed entity, while submitting half yearly / annual financial results, shall disclose the
following line items along with the financial results:
(a) credit rating and change in credit rating (if any);
(b) asset cover available, in case of non convertible debt securities;
(c) debt-equity ratio;

(d) previous due date for the payment of interest/ dividend for non-convertible redeemable
preference shares/ repayment of principal of non-convertible preference shares /non convertible
debt securities and whether the same has been paid or not; and,

(e) next due date for the payment of interest/ dividend of non-convertible preference snares
/principal along with the amount of interest/ dividend of non-convertible preference shares pa /able
and the redemption amount;

(f) debt service coverage ratio;
(g) interest service coverage ratio;
(h) outstanding redeemable preference shares (quantity and value);
(i) capital redemption reserve/debenture redemption reserve;
(j) net worth;

(k) net profit after tax;
(I) earnings per share:

Provided that the requirement of disclosures of debt service coverage ratio, asset cover and interest
service coverage ratio shall not be applicable for banks or non banking financial companies
registered with the Reserve Bank of India.
Provided further that the requirement of this sub- regulation shall not be applicable in case of
unsecured debt instruments issued by regulated financial sector entities

SCHEDULE V: ANNUAL REPORT

B. Management Discussion and Analysis:

1. This section shall include discussion on the following matters within the limits set

by the listed entity's competitive position:

(a) Industry structure and developments.

(b) Opportunities and Threats.

(c) Segment-wise or product-wise performance.
(d) Outlook

(e) Risks and concerns.

(f) Internal control systems and their adequacy.
(g) Discussion on financial performance with respect to operational performance.

(h) Material developments in Human Resources / Industrial Relations front,

including number of people employed.

(Back to Recommendation)
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43. Utilisation of Proceeds of Preferential Issue and Qualified Institutional

Placement

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

No specific provision.

SEBI ICPR Regulations

Monitoring agency.

16. (1) if the issue size, excluding the size of offer for sale by selling shareholders, exceeds one
hundred crore rupees, the issuer shall make arrangements for the use of proceeds of the issue to be
monitored by a public financial institution or by one of the scheduled commercial banks named in
the offer document as bankers of the issuer:

Provided that nothing contained in this clause shall apply to an issue of specified securities made by
a bank or public financial institution or an insurance company.
(2) The monitoring agency shall submit its report to the issuer in the format specified in Schedule IX
on a quarterly basis, till at least ninety five percent of the proceeds of the issue, excluding the

proceeds under offer for sale and amount raised for general corporate purposes, have been utilized.

(3) The Board of Directors and the management of the company shall provide their comments on
the findings of the monitoring agency as specified in Schedule IX.

(4) The issuer shall, within forty five days from the end of each quarter, pubiicaliy disseminate the

report of the monitoring agency by uploading the same on its website as well as submitting the same
to the stock exchange(s) on which its equity shares are listed.

(Back to Recommendation)

44. Disclosures on Website

SEBI LODR Regulation

Regulation 46: Website.
(1) The listed entity shall maintain a functional website containing the basic information about the
listed entity.

(2) The listed entity shall disseminate the following information on its website:
(a) details of its business;

(b) terms and conditions of appointment of independent directors;
(c) composition of various committees of board of directors;
(d) code of conduct of board of directors and senior management personnel;
(e) details of establishment of vigil mechanism/ Whistle Blower policy;
(f) criteria of making payments to non-executive directors , if the same has not been disclosed

in annual report;

(g) policy on dealing with related party transactions;
(h) policy for determining 'material' subsidiaries;
(i) details of familiarization programmes imparted to independent directors including the

following details:-

(i) number of programmes attended by independent directors (during the year and on
a cumulative basis till date).
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(ii) number of hours spent by independent directors in such programmes (during the
year and on cumulative basis till date), and

(ii!) other relevant details
(j) the email address for grievance redressal and other relevant details;
(k) contact information of the designated officials of the listed entity who are responsib e ror

assisting and handling investor grievances;
(I) financial information including:

(i) notice of meeting of the board of directors where financial results shall be discusi sd;
(ii) financial results, on conclusion of the meeting of the board of directors wher^ the

financial results were approved;

(iil) complete copy of the annual report including balance sheet, profit and loss account,
directors report, corporate governance report etc;

(m) shareholding pattern;

(n) details of agreements entered into with the media companies and/or their associates, e x;
(o) schedule of analyst or institutional investor meet and presentations made by the isted

entity to analysts or institutional investors simultaneously with submission to stock
exchange;

(p) new name and the old name of the listed entity for a continuous period of one year, from
the date of the last name change;

(q) items in sub-regulation (1) of regulation 47 .
(3) (a)The listed entity shall ensure that the contents of the website are correct.

(b) The listed entity shall update any change in the content of its website within two workinij day
from the date of such change in content.

(Back to Recommendation)

45. Disclosures of Subsidiary Accounts

Companies Act. 2013

Sec 136, (1) Without prejudice to the provisions of section 101, a copy of the financial statements,
including consolidated financial statements, if any, auditor's report and every other document
required by law to be annexed or attached to the financial statements, which are to be laid before a
company in its general meeting, shall be sent to every member of the company, to every truste'^ for
the debenture-holder of any debentures issued by the company, and to all persons other than such
member or trustee, being the person so entitled, not less than twenty-one days before the dare of
the meeting:

Provided that in the case of a listed company, the provisions of this sub-section shall be deeme d to
be complied with, if the copies of the documents are made available for inspection at its registered
office during working hours for a period of twenty-one days before the date of the meeting aod a
statement containing the salient features of such documents in the prescribed form or copies of the
documents, as the company may deem fit, is sent to every member of the company and to e xr/
trustee for the holders of any debentures issued by the company not less than twenty-one days
before the date of the meeting unless the shareholders ask for full financial statements:

Provided further that the Central Government may prescribe the manner of circulation of financial
statements of companies having such net worth and turnover as may be prescribed:
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Provided also that a listed company shall also place its financial statements including consolidated
financial statements, if any, and all other documents required to be attached thereto, on its website,
which is maintained by or on behalf of the company:

Provided also that every company having a subsidiary or subsidiaries shall,—
(a) place separate audited accounts in respect of each of its subsidiary on its website, if any;
(b) provide a copy of separate audited financial statements in respect of each of its subsidiary, to any
shareholder of the company who asks for it.

(Back to Recommendation)

46. Prior Intimation of Board Meeting to Discuss Bonus Issue

Companies Act. 2013

No specific provision.

SEE! LODR Regulations

Reg 29. (1) The listed entity shall give prior intimation to stock exchange about the meeting of the
board of directors in which any of the following proposals is due to be considered:
(f) the proposal for declaration of bonus securities where such proposal is communicated to the
board of directors of the listed entity as part of the agenda papers:
Provided that in case the declaration of bonus by the listed entity is not on the agenda of the
meeting of board of directors, prior intimation is not required to be given to the stock exchange(s).

(Back to Recommendation)

47. Views of Committees Not Accepted by the Board of Directors

Companies Act. 2013

Sec 177. Audit Committee

(8) The Board's report under sub-section (3) of section 134 shall disclose the composition of an Audit

Committee and where the Board had not accepted any recommendation of the Audit Committee,

the same shall be disclosed in such report along with the reasons therefor.
(Back to Recommendation)

48. Commodity Risk Disclosures

Companies Act. 2013

' No specific provision.

SCHEDULE V: ANNUAL REPORT

C. Corporate Governance Report: The foliowing disclosures shall be made in the section on the
corporate governance of the annual report.
9. General Shareholder Information:

(n) commodity price risk or foreign exchange risk and hedging activities.

(Back to Recommendation)
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49. Audit Quaiifications

Companies Act 2013

Sec 134. Financial statement, Board's report, etc.

(3) There shall be attached to statements laid before a company In general meeting, a report by its
Board of Directors, which shall include-

(f) explanations or comments by the Board on every qualification, reservation or adverse re mark
or disciaimer made—

(i) by the auditor in his report;

Sec 143. Powers and duties of auditors and auditing standards.
(3) The auditor's report shall also state—

(h) any qualification, reservation or adverse remark relating to the maintenance of accounts and
other matters connected therewith;

(4) Where any of the matters required to be included in the audit report under this section is
answered in the negative or with a qualification, the report shail state the reasons therefor.

Sec 145. Auditor to sign audit reports, etc.

The person appointed as an auditor of the company shall sign the auditor's report or sign or certify
any other document of the company in accordance with the provisions of sub-section (2) of section
141, and the qualifications, observations or comments on financial transactions or matters, v/hich
have any adverse effect on the functioning of the company mentioned in the auditor's report shail
be read before the company in general meeting and shall be open to inspection by any member of
the company.

SEBI LODR Regulations

Reg 33- Financial results.
(3)(d)The listed entity shail submit annual audited standalone financial results for the fincncial /ear,
within sixty days from the end of the financial year along with the audit report and Statemer;t on
Impact of Audit Qualifications (applicable only for audit report with modified opinion);
Provided that if the listed entity has subsidiaries, it shali, while submitting annual audited
standalone financial results also submit annual audited consolidated financial results along with the

audit report and Statement on Impact of Audit Qualifications (applicable only for audit report with
modified opinion)

Provided further that, in case of audit reports with unmodified opinion(s), the iisted entity shall
furnish a deciaration to that effect to the Stock Exchange(s) whiie pubiishing the annuai audited

financial results.

(4) The applicable formats of the financial results and Statement on Impact of Audit Qualifications
(for audit report with modified opinion) shail be in the manner as specified by the Board.
(6) The Statement on Impact of Audit Quaiifications (for audit report with modified opinion) anc the
accompanying annual audit report submitted in terms of clause (d) of sub-regulation (B) sha I be
reviewed by the stock exchange(s)

Reg 34- Annual report.
(2) The annual report shall contain the following:

(a) audited financial statements i.e. balance sheets, profit and loss accounts etc. and Statement on
Impact of Audit Qualifications as stipulated in regulation 33(3)(d), if applicable;
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Reg 95- Statement on Impact of Audit Qualifications accompanying Annual Audit Report.
The recognised stock exchange(s) shall review the Statement on Impact of Audit Qualifications and
the accompanying annual audit report submitted in terms of clause (d) of sub-regulation (3) of
regulation 33 and clause (a) of sub-regulation (3) of regulation 52.

Schedule IV, Part A: Disclosure In Financial Results

The listed entity shall disclose the following while preparing the financial results;-
B. If the auditor has expressed any modified opinion{s) in respect of audited financial results
submitted or published under this para, the listed entity shall disclose such modified opinion(s) and
cumulative impact of the same on profit or loss, net worth, total assets, turnover/total income,
earning per share, total expenditure, total liabilities or any other financial item(s) which may be
impacted due to modified opinion(s), while publishing or submitting such results.
BA. If the auditor has expressed any modified opinion(s), the management of the listed entity has
the option to explain its views on the audit qualifications and the same shall be included In the
Statement on Impact of Audit Qualifications (for audit report with modified opinion).
BB. With respect to audit qualifications where the impact of the qualification is not quantifiable:

i. The management shall make an estimate and the auditor shall review the same and report
accordingly; or

ii. If the management is unable to make an estimate, it shall provide the reasons and the
auditor shall review the same and report accordingly.

The above shall be included in the statement on impact of audit qualifications (for audit report with
modified opinion)
C. If the auditor has expressed any modified opinion(s) or other reservation(s) in his audit report or
limited review report in respect of the financial results of any previous financial year or quarter
which has an impact on the profit or loss of the reportable period, the listed entity shall include as a

note to the financial results -

(i) how the modified opinion(s) or other reservation(s) has been resolved; or

(ii) if the same has not been resolved, the reason thereof and the steps which the listed entity
intends to take in the matter.

SEBI Circular No. CIR/CFD/CMD/56/2016 dated May 27,2016
4.2. For audit reports with modified opinion, a statement showing impact of audit qualifications shall

be filed with the stock exchanges in a format as specified in Annexure I.

4.3. The management of the listed entity shall have the option to explain its views on the audit

qualifications;

4.4. Where the impact of the audit qualification is not quantified by the auditor, the management

shall make an estimate. In case the management is unable to make an estimate, it shall provide

reasons for the same. In both the scenarios, the auditor shall review and give the comments.

4.5. The aforesaid statements on impact of audit qualifications filed by the listed entities shall be a

part of regular monitoring by the stock exchanges as specified in Regulation 97 of the Listing
Regulations. In case of non-compliance, the stock exchanges shall take action against such entities as

deemed fit and report to SEBI on a regular basis. The stock exchanges shall coordinate with one
another in case the scrip is listed on more than one stock exchange

(Back to Recommendation)
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50. Quarterly Financial Disclosures

Companies Act. 2013

No specific provision.

SEBI LODR Regulations

Reg 33:

(1) While preparing financial results, the listed entity shall comply with the following:
a) The guarterlv and year to date results shall be prepared in accordance with the recognitiot. and

measurement principles laid down in Accounting Standard 25 or Indian Accounting Standa d 31
(AS 25/ Ind AS 34 - Interim Financial Reporting), as applicable, specified in Section 133 c1 the
Companies Act, 2013 read with relevant rules framed thereunder or as specified by the Institute
of Chartered Accountants of India, whichever is applicable.

b) The standalone financial results and consolidated financial results shall be prepared as per
Generally Accepted Accounting Principles in India:

c) Provided that in addition to the above, the listed entity may also submit the financial results, as
per the International Financial Reporting Standards notified by the International Accouating
Standards Board.

d) The listed entity shall ensure that the lirfiited review or audit reports submitted to the ;rcock
exchange(s) on a quarterly or annual basis are to be given only by an auditor who has subje cted
himself to the peer review process of Institute of Chartered Accountants of India and ho ds a
valid certificate issued by the Peer Review Board of the Institute of Chartered Accountants of
India.

e) The listed entity shall make the disclosures specified in Part A of Schedule IV.
(2) The approval and authentication of the financial results shall be done by listed entity ir the

following manner:

a) The guarterlv financial results submitted shall be approved by the board of directors:

b) Provided that while placing the financial results before the board of directors, the chief
executive officer and chief financial officer of the listed entity shall certify that the financial

results do not contain any false or misleading statement or figures and do not omit any mat arial

fact which may make the statements or figures contained therein misleading.

c) The financial results submitted to the stock exchange shall be signed by the chairperso i or

managing director, or a whole time director or in the absence of all of them; it shall be signed by
any other director of the listed entity who is duly authorized by the board of directors to sigr tha

financial results.

d) The limited review report shall be placed before the board of directors, at its meeting which

approves the financial results, before being submitted to the stock exchange(s).
e) The annual audited financial results shall be approved by the board of directors of the li fted

entity and shall be signed in the manner specified in clause (b) of sub-regulation (2),
(3) The listed entity shall submit the financial results in the following manner:
a) The listed entity shall submit quarterly and year-to-date standalone financial results to the shock

exchange within forty-five days of end of each quarter, other than the last quarter.
b) In case the listed entity has subsidiaries, in addition to the requirement at clause (a) of rub-

regulation (3), the listed entity may also submit quarterlv/vear-to-date consolidated finar ciai
results subject to following:

(i) the listed entity shall intimate to the stock exchange, whether or not listed entity opt; to
additionally submit quarterly/year-to-date consolidated financial results in the first quatar
of the financial year and this option shall not be changed during the financial year.
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Provided that this option shail also be applicable to listed entity that is required to prepare
consolidated financial results for the first time at the end of a financial year in respect of the
quarter during the financial year in which the listed entity first acquires the subsidiary.

(ii) in case the listed entity changes its option in any subsequent year, it shall furnish
comparable figures for the previous year in accordance with the option exercised for the
current financial year.

c) The quarterly and year-to-date financial results may be either audited or unaudited subject to
the following:
(i) in case the listed entity opts to submit unaudited financial results, they shall be subject to

limited review by the statutory auditors of the listed entity and shall be accompanied by the
iimited review report.

Provided that in case of public sector undertakings this limited review may be undertaken by
any practicing Chartered Accountant.

(ii) In case the listed entity opts to submit audited financiai results, they shall be accompanied
by the audit report.

(a) The listed entity shall submit annual audited standalone financial results for the financial
year, within sixty days from the end of the financial year along with the audit report and
Statement on Impact of Audit Qualifications (applicable only for audit report with

modified opinion):

Provided that if the listed entity has subsidiaries, it shail, while submitting annual audited

standalone financial results also submit annual audited consolidated financiai results

along with the audit report and Statement on Impact of Audit Qualifications (applicable

only for audit report with modified opinion)

Provided further that, in case of audit reports with unmodified opinion(s), the listed

entity shall furnish a declaration to that effect to the Stock Exchange(s) while publishing
the annual audited financial results.

(b)The listed entity shall also submit the audited financial results in respect of the last

quarter along-with the results for the entire financiai year, with a note stating that the

figures of last quarter are the balancing figures between audited figures in respect of the

full financiai year and the published year-to-date figures upto the third quarter of the

current financiai year.

(c) The listed entity shall also submit as part of its standalone or consolidated financial
results for the half year, by way of a note, a statement of assets and liabilities as at the
end of the half-year.

(4) The applicable formats of the financial results and Statement on Impact of Audit Qualifications
(for audit report with modified opinion) shall be in the manner as specified by the Board.

(5) For the purpose of this regulation, any reference to "ouarterlv/auarter" in case of iisted entity
which has listed their specified securities on SME Exchange shail be respectively read as "half
yearly/half year" and the requirement of submitting 'year-to-date' financial results shall not be
applicable for a listed entity which has listed their specified securities on SME Exchange.

(6) The Statement on Impact of Audit Qualifications (for audit report with modified opinion) and the
accompanying annual audit report submitted in terms of clause (d) of sub-regulation (3) shall be
reviewed by the stock exchange(s).

(Back to Recommendation)
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51. Internal Financial Controls

Companies Act. 2013

Sec 134

(5) The Directors' Responsibility Statement referred to in clause (c) of sub-section (3) shall state
that—

(e) the directors, in the case of a listed company, had laid down internal financial controls Id be
followed by the company and that such internal financial controls are adequate and were operating
effectively.

Explanation.—For the purposes of this clause, the term —internal financial controls means the
policies and procedures adopted by the company for ensuring the orderly and efficient conduct of its
business, including adherence to company's policies, the safeguarding of its assets, the prevention
and detection of frauds and errors, the accuracy and completeness of the accounting records, and
the timely preparation of reliable financial information;

Sec 143

(3) The auditor's report shall also state—

(/) whether the company has adequate internal financial controls system in place and the operating
effectiveness of such controls;

Sec 177

(4) Every Audit Committee shall act in accordance with the terms of reference specified in writing by
the Board which shall, inter alia, include,—

(vii) evaluation of internal financial controls and risk management systems;

Schedule IV: CODE FOR INDEPENDENT DIRECTORS, II. Role and functions:

(4) The independent directors shall satisfy themselves on the integrity of financial information and
that financial controls and the systems of risk management are robust and defensible

SEBI LODR Regulations

SCHEDULE II: CORPORATE GOVERNANCE

PART B: COMPLIANCE CERTIFICATE

The following compliance certificate shall be furnished by chief executive officer and chief finarcial
officer:

C. They accept responsibility for establishing and maintaining internal controls for financial reporting

and that they have evaluated the effectiveness of internal control systems of the listed entity

pertaining to financial reporting and they have disclosed to the auditors and the audit commitiee,

deficiencies in the design or operation of such internal controls, if any, of which they are aware nnd

the steps they have taken or propose to take to rectify these deficiencies.

D. They have indicated to the auditors and the Audit committee

(1) significant changes in internal control over financial reporting during the year;
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(2) significant changes in accounting poiicies during the year and that the same have been disciosed
in the notes to the financial statements; and

(3) instances of significant fraud of which they have become aware and the involvement therein, if
any, of the management or an employee having a significant roie in the listed entity's internal
control system over financial reporting.

PART C: ROLE OF THE AUDIT COMMIHEE AND REVIEW OF INFORMATION BY AUDIT COMMITTEE

A. The role of the audit committee shall include the following:

(11) evaluation of internal financial controls and risk management systems;

(12) reviewing, with the management, performance of statutory and internal auditors, adequacy of
the internal control systems;

(15) reviewing the findings of any internal investigations by the internal auditors into matters where
there is suspected fraud or irregularity or a failure of internal control systems of a material nature

and reporting the matter to the board;

B. The audit committee shall mandatoriiy review the following information:

(4) internal audit reports relating to internal control weaknesses;

SCHEDULE V: ANNUAL REPORT

B. Management Discussion and Analysis:

(f) internal control systems and their adequacy.

(Back to Recommendation)

52. Disclosure of Reasons of Resignation of Auditors

Companies Act. 2013

Sec 140(2)

The auditor who has resigned from the company shall file within a period of thirty days from the
date of resignation, a statement in the prescribed form with the company and the Registrar, and in
case of companies referred to in sub-section (5) of section 139, the auditor shall also file such
statement with the Comptroller and Auditor-General of India, indicating the reasons and other facts
as may be relevant with regard to his resignation.

Companies (Audit and Auditors) Rules, 2014
Rules

Resignation of auditor- For the purposes of sub-section (2) of section 140, when an auditor has
resigned from the company, he shall file a statement in Form ADT-3.

SEE! LODR Regulations

No specific provision for disclosure of detailed reasons on change/resignation of auditors.

SEBI circular No. CIR/CFD/CMD/4/2015 dated September 09.2015 (Annexure 1)
7. Change in directors, key managerial personnel (Managing Director, Chief Executive Officer, Chief
Financial Officer, Company Secretary etc.). Auditor and Compliance Officer:

y.l.reason for change viz. appointment, resignation, removal, death or otherwise;
7.2.date of appointment/cessation (as applicable) & term of appointment;
7.3.brief profile (in case of appointment);
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7.4.disclosure of relationships between directors (in case of appointment of a director).

(Back to Recommendation)

53. Disclosures on Audit and Non-audit Services Rendered by the Auditor

Companies Act. 2013

Sec 144. Auditor not to render certain services.—

An auditor appointed under this Act shall provide to the company only such other services as are
approved by the Board of Directors or the audit committee, as the case may be, but which shad not
inciude any of the following services (whether such services are rendered directly or indirectly to the
company), or its holding company or subsidiary company, namely:—
(a) accounting and book keeping services; (b) internal audit; (c) design and implementation o' any
financiai information system; (d) actuarial services; (e) investment advisory services; (f) investment
banking services (g) rendering of outsourced financial services; (h) management services; and (il any
other kind of services as may be prescribed:

Provided that an auditor or audit firm who ogr which has been performing any non-audit servictjs on
or before the commencement of this Act shall comply with the provisions of this section before^ the
closure of the first financial year after the date of such commencement.
Explanation.—For the purposes of this sub-section, the term -directly or indirectly shall inciude
rendering of services by the auditor,—
(i) in case of auditor being an individual, either himseif or through his relative or any other person
connected or associated with such individual or through any other entity, whatsoever, in which such
individual has significant influence or control, or whose name or trade mark or brand is used by such
individual;

(ii) in case of auditor being a firm, either itself or through any of its partners or through its pat ent,
subsidiary or associate entity or through any other entity, whatsoever, in which the firm or any
partner of the firm has significant influence or control, or whose name or trade mark or bratid is
used by the firm or any of its partners.

SEBI LODR Regulations

SCHEDULE II: CORPORATE GOVERNANCE, PART C: ROLE OF THE AUDIT COMMITTEE AND REV EVV

OF INFORMATION BY AUDIT COMMITTEE

The role of the audit committee shall include the following:

(3) approval of payment to statutory auditors for any other services rendered by the statu ;ory

auditors;

(Back to Recommendation)

54. Disclosures of Credentials and Audit Fee of Auditors

Companies Act. 2013

Sec 142. Remuneration of auditors.

(1) The remuneration of the auditor of a company shall be fixed in its general meeting cr in s jch
manner as may be determined therein:

Provided that the Board may fix remuneration of the first auditor appointed by it.
(2) The remuneration under sub-section (1) shall, in addition to the fee payable to an audf:or,
include the expenses, if any, incurred by the auditor in connection with the audit of the comp::ny
and any facility extended to him but does not include any remuneration paid to him for any other
service rendered by him at the request of the company.
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102. Statement to be annexed to notice.—(1) A statement setting out the foilowing material facts
concerning each item of special business to be transacted at a genera! meeting, shall be annexed to
the notice calling such meeting, namely:—

(a) the nature of concern or interest, financial or otherwise, if any, in respect of each items
of—

(i) every director and the manager, if any;

(ii) every other key managerial personnel; and

(ill) relatives of the persons mentioned in sub-clauses (i) and (ii);

(b) any other information and facts that may enable members to understand the meaning,
scope and implications of the items of business and to take decision thereon.

(2) For the purposes of sub-section (1),—

(a) in the case of an annual general meeting, all business to be transacted thereat shall be

deemed special, other than—

(i) the consideration of financial statements and the reports of the Board of

Directors and auditors;

(ii) the declaration of any dividend;

(ill) the appointment of directors in place of those retiring;

(iv) the appointment of, and the fixing of the remuneration of, the auditors; and

SEBI LODR Regulations

4. (1) The listed entity which has listed securities shall make disclosures and abide by its obligations

under these regulations, in accordance with the following principles...: .

(b) The listed entity shall implement the prescribed accounting standards in letter and spirit in the
preparation of financial statements taking into consideration the interest of all stakeholders and
shall also ensure that the annual audit is conducted by an independent, competent and qualified

auditor.

(Back to Recommendation)

55. Timeline for Annual General Meetings of Listed Entities

Companies Act. 2013

Sec 96. Annual general meeting.—

(1) Every company other than a One Person Company shall in each year hold in addition to any other
meetings, a general meeting as its annual general meeting and shall specify the meeting as such in
the notices calling it, and not more than fifteen months shall elapse between the date of one annual
general meeting of a company and that of the next:

SEBI LODR Regulations
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No specific provision.

(Back to Recommendation)

55. E-voting and Webcast of Proceedings of the Meeting

Companies Act. 2013

Section 108. Voting through electronic means.—

The Central Government may prescribe the class or classes of companies and manner in which a
member may exercise his right to vote by the electronic means.

Companies (Management and Administration) Rules. 2014

Rule 20. Voting through electronic means.-

(2) Every company other than a company referred to in Chapter XB or Chapter XC of the Secu 'ities
and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009 having
its equity shares listed on a recognised stock exchange or a company having not less than one
thousand members, shall provide to its members facility to exercise their right to vote on resolutions
proposed to be considered at general meetings by electronic means.

(4)(vi) the facility for remote e-voting shall remain open for not less than three days and shall close
at 5.00 p.m. on the date preceding the date of the general meeting.

SEBI LODR Regulations

Reg 44.

(1) The listed entity shall provide the facility of remote e-voting facility to its shareholders, in resoect
of ali shareholders' resolutions.

(2)The e-voting facility to be provided to shareholders In terms of sub-regulation (1), shali be

provided in compliance with the conditions specified under the Companies (Management and

Administration) Rules, 2014, or amendments made thereto.

(3)The listed entity shail submit to the stock exchange, within forty eight hours of conclusion cv its

General Meeting, details regarding the voting results in the format specified by the Board.
(4) The listed entity shall send proxy forms to holders of securities in ail cases mentioning that a

holder may vote either for or against each resolution.

(Back to Recommendation)

57. Treasury Stock

Companies Act. 2013

Section 233 (10):

A transferee company shail not on merger or amalgamation, hold any shares in its own name o ■ In
the name of any trust either on its behalf or on behalf of any of its subsidiary or associate company
and ail such shares shall be cancelled or extinguished on the merger or amalgamation.

SEBI LODR Regulations

No specific provision

(Back to Recommendation)

58. Leniency Mechanism

SEBI Act. 1992
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Sec 24B. Power to grant immunity

(1) The Central Government may, on recommendation by the Board, if the Central Government is
satisfied, that any person, who is alleged to have violated any of the provisions of this Act or the
rules or the regulations made thereunder, has made a full and true disclosure in respect of the
alleged violation, grant to such person, subject to such conditions as it may think fit to impose,
immunity from prosecution for any offence under this Act, or the rules or the regulations made

thereunder or also from the imposition of any penalty under this Act with respect to the alleged

violation:

Provided that no such immunity shall be granted by the Central Government in cases where the
proceedings for the prosecution for any such offence have been Instituted before the date of receipt
of application for grant of such immunity: Provided further that recommendation of the Board under
this sub-section shall not be binding upon the Central Government.

(2) An immunity granted to a person under sub-section (1) may, at any time, be withdrawn by the
Central Government, If it is satisfied that such person had, in the course of the proceedings, not
complied with the condition on which the immunity was granted or had given false evidence, and
thereupon such person may be tried for the offence with respect to which the immunity was
granted or for any other offence of which he appears to have been guilty in connection with the
contravention and shall also become liable to the imposition of any penalty under this Act to which
such person would have been liable, had not such immunity been granted.

SCRA. 1956

Sec 23-0. Power to grant Immunity.

(1) The Central Government may, on recommendation by the Securities and Exchange Board of
India, if the Central Government is satisfied, that any person, who is alleged to have violated any of
the provisions of this Act or the rules or the regulations made thereunder, has made a full and true
disclosure in respect of alleged violation, grant to such person, subject to such conditions as it may
think fit to impose, immunity from prosecution for any offence under this Act, or the rules or the
regulations made thereunder or also from the imposition of any penalty under this Act with respect
to the alleged violation:

Provided that no such immunity shall be granted by the Central Government In cases where the
proceedings for the prosecution for any such offence have been instituted before the date of receipt
of application for grant of such immunity:

Provided further that the recommendation of the Securities and Exchange Board of India under this
sub-section shall not be binding upon the Central Government.

(2) An immunity granted to a person under sub-section (1) may, at any time, be withdrawn by the
Central Government, if it is satisfied that such person had. In the course of the proceedings, not
complied with the condition on which the immunity was granted or had given false evidence, and
thereupon such person may be tried for the offence with respect to which the immunity was
granted or for any other offence of which he appears to have been guilty in connection with the
contravention and shall also become liable to the imposition of any penalty under this Act to which
such person would have been liable, had not such immunity been granted

(Back to Recommendation)
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A^NEXURE 4: ILLUSTRATIVE PARAMETERS - BOARD SKILL EVALUATION

Industry kngwledge/experience

Experience

Industry knowledge

^nderstanding of relevant laws, rules, regulation and policy
International Experience^

Technical skills/experience

Accounting and finance_

Marketing

Information Technology

Talent Management

Leadership

Compliance and ris^

BehaviourarCompetencies

Integrity and ethical standards

Mentoring abi I iti«

Interpersonal relations ...j
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ANNEXURE 5: STRATEGY - KEY METRICS 4 -

Questlons^to ask while developing medium and long-term Retries

Long-term

: value

Financial vaiue

drivers

J Revenue

Short-termvaluo-

drIvors;(s2yrs),

r ■ <-"■
.K "» • <. .

growth
Saios
productivity

Return on ;
invested |<-
capitai (ROIC) i

Operating
cost

productivity

Capital
productivity

.Medium-tormiVaiue'''-'
•drivers (2-7 yrs),', '' ,

Commercial licalth'i'' ?
• How can ypu'bcsf

•  , measure your, ability ^ ^
i:to sustain.or irnprove -

■ revenue growth ; ' 'm
: (e.g.. product,pipeline. ^
brand strength, and. ' .*>r" ^

; ciistomer.satisfaction)'' ,j.;, ,'
..V . >

Cost structure health /'
r How.can.youhest;
•:;measure your'ability tov; ^ J
• .manage costs:relatw
:^to competitors Co.g,';''J
■ fSixSigmap

>  .V % t-

Asset healthy
• How can you best ^

. measure.your ability .
;:~to-maintainjtiie'

'.''effectivcnesSiOf assets
.(e.g;. for hotel,'average

,  time between
romodelingproiects)?'.'

Long-term yaluo'
drivers. (>7. yrs)*.: :

Strategic health
."How.canyou best
i'measure:strategic -

health showing
your ability to

^.sustain current. ■ ■..

r- operating activities
and to identify

: :and.expioitnew.
iKgrowth areas
^ (e.g, progress

in selecting
-•'acquisition targets

- iT#
or implementing:;,

'»^5.,.^geographic
-§ expansion plans)?,

rOrganlzationalhoaithv PStK-iSjliiv' Ji
■iiu -

• How can you best measure: whethertyouihav^the poopio, skills,
::'and culture to sustain and improveiyour^business long-,term1 and ....,—-_
:^pefformancG;(e.9.;diagnoslic-cift0rgani2allonal:h(?alth including ,i
items such as employee retention) c

• Metrics measured today to forecast the performance in the medium and longr term

Source: 2015 Report of the Focusing Capital on the Long Term (FCLT)
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Fundamental value driver tree for a simple retail bank

Financial.

. metrics :

Short-torm vaiue,

•metrics (S 2 yrs)

l^ediumrterm metrics,

(2-7yrsr; v
; Long-terni metric

r  (>7yrs)*

Long-term

! value

Asset growth

• Total assets

(financial)

Return on

I equity (ROE)
1 • Cost to
!  income ratio

j  (financial)
j • Expenditures
i  to revenue

I  (financlai)

!  'i

Sales productivity ' i Commercial health ^

• FoeTncome y ■ -} •■"Acco'tints opened/ v*' •
■ fiet interest inconte ; • • totai.accouhts, ,■ '
• Rbyehueyield: - i ;:<-T7 • Accouhts cipsed/-./

(Interest r6y/$ asset) j": -- ', total accounts' j /. , ' . - .
.'(finahcial) ; i - • 2': ' (marketplace network), ;

* Npn;intorest (toe over -  Avg. number of
■  asset) Rey /ALiM - ; . accounls/avg. age 1 ; ,
.  ('fitiancial) • l-L . .ley of account , -1.
;  ;'s. i / i • Demand deposits vs. 'yf -, stratogic health

'  •/ ■■'ify:-' ■: ■ ' time deposits Geographies .
J,',-;. -.--.L-i. / • Delivery models

Operating cost; .y,:; Cost structure health' •Technology
productivity . . ., . • Acq. ♦ support costs . ' " People/skills
■•|,pp0fating:cost to (financial)

■  incpmb ratip (financial) Rev/nUmbfl.co.f ; -' ' ' C' -y '
■  -Js; • branches'-- - ' ' i; : '

•-Pc/centage of online .
y. ; penelrati.on \ y.' . -

'■ y • Level of.dlgitization - ; / ■

Capital productivity i ; y Asset health . y ;y • i i
■ Debt' to: equity- , /:/' •:Deposits to assets " ■

■  '(financial); ■ ■ l':'?;-. ■ -ratio,';' .-- ;.'y'y.-y - . ■
-■ i • Value'pfassots ' yv L .

on balance sheet I'. ,'.
'-y-y'- -y y- (financial)

/■ : ■ I ■ y , ;.' • Total write offs/rev !
(financial) " ' . .

Questions to ask
• Do VIC have the right metrics?
• Can the medium / long term and organizational health metrics

bo refined further - especially for tracking by investors?

'Organizational health
• Toller turnover,

'■ • Exbculiiye.furnpver ■
:• Cultural assessnrient
• Skills assessmerit .

• Metrics measured today to forecast the performance In the medium and long term

Source: 2015 Report of the Focusing Capital on the Long Term (FCLT)
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Fundamental value dViVer tree for consumer packaged doods

Financlat

metrics'y>

■-Short-term va[ues.
' molrics;(3 2 yrs)s

c Medium-term metrics--
(2-7 yrs)'

:>Longrtermtnetrfcs:'
(-.7 yrs)* »

t Long-term
I value

I Revenue
1 growth

Sales productivity
• Pricing and volume
• Sales mix - ^ " ' '
' Immediate innovation <-

pipeline ^''

Return on

invested
capital (ROIC)

' Operating cost
vf productlvityc:-, M .v .

Raw materials cost- rj
■ Market/promotion cost - "J ■
• Manufacturing cost'

-.•Overheadcost ;
^ ; • NPD cost i j,

-  - - -
;«> Capital productivity (, ''
•J • Inventory.oianagement^ ^

►■;• Payable and receivable >k->5
<:.:-management^--r-.-.! " ^

1 ; • Capox management i-

Commercial health: , ■
•..Growth potential--'.
- (new product/brand/ -

. category/geography
pipeline)

• Market share/now
. product.deVolopment/'

■ geographic expansion;.:
trends

• Brand strength ,
t Relationship with ■
-  large retailers - .

Cost structure health' -
• Commodity cost.

:? Manufacturing,cost-
• Distnbution cost ■ ; -v
• Adequate investment

in product develop- ■
mcpt and marketing

Assot:health : ■
• Brand. ROIC (inclusive

of Intangible assets) .

!v

' Strategic health ,
^ • Robustness of'

- consumer trend
5  forecasting ' i-'
;  abilities
j • Geographies

<->] • Adjacency .
"sf- : acquisitions

' if
..v } I ' - i t ,

t  - - •, <- <

.  ̂ K-

-'-Vr . -J'

Questions to ask
• Do wo have the right metrics?
• Can the medium / long.term and

organizational health metrics be refined
further - especially for tracking,by
investors?

k k;.' ...Organizational health:- ■ <
■nv.Bnvlronmontafawareness > •
:■• ^olebonstitp with regulatory authorities , . ,
- •.Ability to attract and retain best people in marketing 5-
:v: 'an'cl new product development ^ ^
:--«^Agility,and flexibility of the organization to react quickly *
:  .-Ifo^changing consumer.tronds" t

- Metrics measured today to forecast the performance in tho medium ana long term

Source: 2015 Report of the Focusing Capital on the Long Term (FCLT)
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C^.^v StUfii'js

Long-term

strategy element

1. Clear statement

of purpose,

mission and

vision

Company Description

World's second- largest,

appliance maker by units

sold, v/ith net sales of SEK

109.2 'oiiiion

Lays out'cleariy'in one page the vision

vve want to be"), mission ("what we wan; to

achieve"), strategy ("how we want to do iv")

and the values ("'the base for our work") of

the company. Efectrolu.'; defines its mission r s

four financial goals (operating margin, capit. I

'turnover rate, return on assets, average yroviir,),

wiiicli have remained mostly unchanged ovcm

the-past few years.

2. How long-term

value is created

NEDBANK

One of South .Africa's four

largest banking groups by

assets and deposits, v.'ith

total assets of R 750 biliion

(F'y'2013}

Links ho'.v value is created in the business

through three steps (i.e., what tve do, fiow of
money, and value added), and gives detailed

explanation and figures for each segment of

its businesses (i.e., Lending. de.DOsit-taking anc;

funding activities. Transactional, advisory, trad

ing. investment, insurance and other sei vices

Operations, and Tax and othror). The company

i itis sLso dedicated a \veb.site to communicating

their iong-term strategy (Falrshare 2030).

Long-term

strategy element

3. Management's

market view

4. Competitive

advantage

Company

A sii.opiicr of tcchnoicay

and so.'vices to tne min-

incj, oil. and g.is industries,

operating in more than 50

countrios, with C3.9 blilion

in net sales (PY2013)

Description

Provides a taPla of Metso's key industries

(mining, construction, oil, and gas) do'^ailing

tne market; drivers, market trends, short-term

market outlook, organic grov.'tti potential,

-ncouisition potential, siiarc of orders recoivoc

. from Iho Industry during the year, and service

inionsily.

Turkey's soconci-larcic.sf.

private- bank, witii consoii-

daieci assets of $107 billion

(as of Septeinber ,30. 2014)

Garanti's annual report dedicates a full pag-e

to lilghliglrung its compotitive advantag-:-s and

supporting fact base.

For c.xamp!e, one of its co.mpri-tivive adv.an'Larjcs

is being a single point, of contact for all fm.an-

cia! needs. The strength of this stntern-an; i-:

. substantiated by the following:

•  international banking operations in the Ifclh-

erlancis. Ru.ssid, and Romania since 199 ")s

• Loadar in bancassursnce

•  18% of all pension panicipants in Turke-/

ciioose Garantl

• With TL 9.S billion business voiumo. niairv

tairvs its leading position in factoring

• Loaci-e.r in numb-er of leasing contracts

• Turkey's first asset-,■Tianagotnent comp.'ir .y
• Strong presonc-ti In capital inaikets wiU- -7.5'- :

brokorag-a rnsrkel share
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-.5..StratGgic goals

An American multinational-

• biopharmaceutical compa

ny, v^ltiva presence In more.

than 75 countries and

total revenue of S18.7 billion

CFY2013)

AianJnvestpr.-day'.presehtatiqriln'April 2011,k'.....
Arogen'outlinoy tile compahy's jon^ strat.-'
egica'nd.gave (inancial guldnric^for 2015, which
was! supportod.'t)y;,a seven-point plan, includ:; ' ',
ing building one.of their product franchises to
$3-04 billion of vyorldwido sales'b'y 2015.,an op
erating plan tq:drivG;margin IrnprbvemGnt'.arid a
clear capital-allocation plan.ThS.company then
provided clG-ar financial.guidahcG for 2015; '
« Revenues of S15t$18 billion. i.'t.C. ' - . . '

• AdJustGd net InconiG.of S6-$7;bJljlon , ; .
• Adjusted earhings per share.(EPS) of $7.25-
$8.6b.'repre5enting a cornpouhd^annual
grpvyth rate .of bet ween. 7'ahrf11-percent

6. Detailed execution-

rqadmap

Long.-term ,1;.- .

strategy elerneht

7. Medium- and,

long-term'.

metrics- ■

•  and targets

8. Capital and,

non-capital

investments

A German multlnatlonai

conglomerate operating in

more than 200 regions

worldwide, witii rsverfue of

€72 blllibn (Fy20M)

Company

Top 5-l!sted companies

by market capitalization on

the Australian Securities

Exchange Limited, with

global assets of A $677.5

: billion (2013)

South African energy and

chemicals company, one of

the top. Ip most-valuable
companies listed on the

Johannesburg Stock

Exchange, with turnover of

R 202.7 billion (FY2014)

In 2014. Siemens published its newJon.g-term

strategy, Vlsjqn';2020, In a'strategy report-Inde
pendent of its annual report's. ,It-detailed three
specific steps to fmplomontatidn. The focus ■

in the short terrn-was-tb'drive performance
through re-tailorlng structures.and responsibil

ities.',In the inedl,urn .term, It was to strengthen
.core businesses,through reailocatfon of rq- .

sources. Finally,In thb long-terrn;.it aspired to
sGite'further g'rovrth opportunities .in.new (iolds.

Description

In 2012, We-st'pac deflnbd 10 objectives aligned
v/ith Their three s.ustainability strategies for

20B-.1;7. In 2013 it Intrdduced 'a scoreboard for
these objectives'that included iKefollbwing
for each obj-active;. ■■ .

• what was done In 2013

- an-bbjective (e.g., help our customers meet

their finaircial goals in retirernent)

■ a metric to measure Ce,g., "Westpac Group

customers vrith Westpac Grouia'super- -

annuation (%)'»■). . - -'Y. '
• 2013 actuals . • - • .. ;
• 2014 and 2017 targets' 1'

Being'a coi'npaiiy in a resource-intensive.indus
try arid South Africa's socohdrbiggest emitter
of g'reenhouse g'ases, Sasol and Its disclosures
receive close review, their annual .report clearly
defines thejcriteria that Sasol takes into account
•vvheh allocating resources. The. criteria cover
six types of capital: natural. huVrivin, social and
relationship, Intollectual, manufa'ctu'red. and
finarr.cs. R'ssource allocation decisions are ,
designoct to riiinimize the negative Impact of
capital inputs'whilG maximizing "positive out
comes. The report gives a detallGfJ explanation
of each capital type and outcorne (impact on
Che relevant capital stock), as vyell as activities
conducted to minimize the noga.d.vo impact for
each type of capital. ■
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9. Risks

to. Executive and

director

compensation

<3.\^

One of the world's leading

integrated telo.communi-
cations companies".-with
143 rniiiion mobile,custom

ers and revenue of €60.1

billion

Heport of the Co'nnuttee or, Coepofole Gavenionce / uctooei .did.

Deutsche Telekorn segments risks (classifi-id

as "Industry. Pornpotition and strategy", "F.eg-
ulaticn", "Operattonai", "Brand, corrununfcation
and reputation". "Litigation as well,as anti-trust
and cemsumot protection proceedings'' and
"Financial") by low, medium, and high risks, ,

assessing them according to the probabiliiy of
occurrence and potential impact. The compa

ny's annual report also provides the change in
risk level compared to the prior year.

A British luxury,house ;

builder, with £1,4 billion
revenue (FY2013)'and

voted Britain's'Mosi: .

Admired Company In'-

20iracross all industries

Berkeley Group developed a long-term inc?n-

livo plan which extends to 2021. Under tl'ie

incentive plan, the Executive Directors would
receive up to S million shares in 2021 if the

comp-any v/ero to meet its long-term strategic
targets (see Section 2).

Source: 2015 Report of the Focusing Capital on the Long Term (FCLT)
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A(MNEXUR|6;0p|5qVERNANCE,(INTER®il^ PRECEDENTS)

Publish precise rationaie for why governrnent owns PSEs;
divest those which no iongdr fulfii this rationaie

Nofwoy publishes rafionale regularly ond acGordingV dive5's,ur''5Uiiabi9 PSEs

Ministry o{ Trade, Indoslry i
Rsheries tables a report to the
Storting every
3^ yews _

I

I  ajjd VAluorrcaiitTg
o-A'Ucfsitip

m
y

IMSi

The 2014 report recomrriended adjusling state.sharehoiding K
according to the ongoing re levance of the rationale for ■«
•owning SOEs
"Rctionale ior , ' '
lowncjship ' - Recommendation ftSOEs

jCorrrrherclal ' *
objectives +„other

Nspecitically defined, ;
, objectives (fo addiess'
.market failure or

■ control ncriuiol - -
resources)'

Sectoral policy
objectives (e.g. to .
enrich cultural sector] < '

Commercial
.objectives+'.mainlaln
tiQ In Noway

.•Purely comn-.eiciai -
objectives ^ '

Maintain
|S,. shareholding 10

D
Mointoin > ,
shareholding

■Reduce- .
slake (o 34%

26

8

Divest.

SOURCE: Otvors* and Voiuo Crt^tlng pwmtshlp. 2013-14 Ropnrt to tho Storting . McWnsoy & Company
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Make PSE developmental activities transparent by ring-fencing ii
them, by separately funding and reporting them, or by splitting
them into a separate PSE

• Xe-OiOtiO SC'Biiilo cie-.-G.:.-c:n^,n:oioix; coffirrfl.'cbi iOB

And r=-:;v j g
c-Xi^iOc:; k:f dosviopn-cr.is: jci).

Principally dcvetepmonla!. stele owned; Owns
tallwoy land and leases It lo KIwlRail

Principally
commercial, sold io
orivatecompony:

Runs urban possengsr
bus services

(purchased Irom
NIRC) -"X

ii ^^yUna

/"ES •>

'• N<wf Ztfotopd •;
'. fiadvrayf y
\ Capcufdion /'

Princlpolty commefcfa!,
slofe owned: Owns ond

' ;■ operoies
the largest rafl network

'iHnfen<tl8:lpw0i^<te(!>9^ort(finica4 j

^ li-.txCity ©IE" f
tttrffwtOaMf (rf

Prlnclpolly conimercic!, sold to
piivalecompony; Runs long
distance bus services (purchased
(rom NZRC)

Principally commercial, stale
owned: Runs Speedlink parcels
service (itansfened from NZRC)

SOURC£r KhvlRail Ltd., N«wZaalarKlRallw«y Corporation, NtwZvaland Post Ltd., Intercity Group Udt CItyUn* H*w.
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ANNEXURE'AI'Z-

Introduction of provisions relating to appointment or re-appointment of persons

who fail to get elected as directors, including as Whole-time directors or

Managing Directors or Managers, at the general meeting of a listed entity

1. Objective

1.1. This memorandum seeks approval of the Board to Introduce provisions In the

Securities and Exchange Board of India (Listing Obligations and Disclosure

Requirements) Regulations, 2015 ("LODR Regulations" / "LODR") relating to

appointment or re-appointment of persons who fail to get elected as directors,

including as Whole-time directors or Managing Directors or Managers, at the

general meeting of a listed entity.

2. Background

2.1. As per Section 152(2) of the Companies Act, 2013 ("CA 2013", "Act"), unless

otherwise provided for, every director shall be appointed by the company in a

general meeting.

2.2. As per Section 196 of the CA 2013, a managing director, whole-time director or

manager shall be appointed and the terms and conditions of such appointment

and remuneration payable be approved by the board of directors at a meeting

which shall be subject to approval by a resolution at the next general meeting of

the company. A special resolution shall be required in case the terms of

appointment/re-appointment is beyond the thresholds specified inter-alia for age

(70 years or more) or remuneration (if the director is part of promoter / promoter

group, annual remuneration to single Executive Director exceeding K5 Crore or

2.5% of the net profits, whichever is higher (or) annual remuneration to all such

executive directors exceeding 5% of the net profits etc.) in the Act and / or the

LODR Regulations.

2.3. It was observed that, as a practice, companies appoint persons as Managing

Directors / Whole-Time Directors, by way of seeking approval from shareholders

through two different resolutions - one for appointment of such persons as a

https'.//www.sebi.gov.in/sebiweb/about/AboufAction.do?doBoardMeeting-yes&year-2021 1/8
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director (under section 152 of the CA 2013) and the second for appointrrient of

such directors as the Managing Director (MD) or Whole-time Director (VVTD)

along with terms and conditions for their appointment (under sections 1^ 5, 197

and 198 read with Schedule V of the CA 2013).

2.4. In case of two different resolutions, there is a possibility of the o dinary

resolution for appointment as a director being approved by the shareholder.? and

the second resolution, which may be a special resolution, for designatin;; such

appointed directors as WTD / MD along with terms & conditions, including

remuneration, being rejected by the shareholders. For ease of understanding,

the issue being discussed is explained with a hypothetical example In the

following paragraphs.

2.5. A person 'X' has been appointed on the board of a company 'ABC Ltd.' as the

Managing Director on certain terms & conditions and subject to sharehclders'

approval. The remuneration payable to 'X' is above the thresholds specif ed in

the CA 2013 and SEBI LODR Regulations and therefore needs to be app oved

through a special resolution. In the general meeting, 'ABC Ltd.' introduces two

resolutions viz.,1) Appointment of Mr. X as a Director of the Company (Orcinary

Resolution) and 2) Appointment of Mr. X as a Managing Director o' the

Company (Special Resolution). In case of two resolutions with different approval

thresholds i.e., Ordinary and Special, there is a possibility of different resul s on

both the resolutions, though both relate to appointment of a single person. In the

general meeting, both the resolutions got 55% votes in favour and 45% against

them. The first resolution being an ordinary resolution (for appointment of X as a

director) got approved but the second resolution being a special resolution (for

appointment for Mr. X as the Managing Director) failed to get through at the

general meeting.

2.6. As per Section 161(1) of the CA 2013, the board cannot appoint a person \ /ho
fails to get elected as a director at a general meeting, as an Additional Director.

However, the CA 2013 does not explicitly prohibit the board from re-appointing a
person whose appointment, as MD / WTD alone, was rejected by Jie

https://www.sebi.gov.in/sebiweb/about/AboutAction.do7doBoardMeefing=ye.sSyear=2021
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shareholders earlier at a general meeting (as in case of Mr.X), while the

persons' appointment as a director got approved due to split resolutions.

Therefore, in such cases, the person got elected as a director at the general

meeting (due to split resolution) but failed to get elected as a MD / WTD.

2.7. There were few instances where resolutions on appointment of persons as MD /

WTD were rejected by shareholders (though appointment as director was

approved); however, such companies immediately reappointed those persons as

MD / WTD and further, in certain instances, there was considerable delay in

obtaining shareholders' approval for such appointments.

2.8. With increased shareholder awareness and activism being witnessed in recent

times, there has been an increasing trend of rejection of resolutions on directors'

appointments (including appointment as MD / WTD) by shareholders at general

meetings. In the absence of explicit legal provisions, listed entities continue to

re-appoint such persons despite rejection by shareholders, which is against the

principle of shareholder supremacy in the matter of appointment of directors.

Therefore, a need was felt for a policy intervention to include specific provisions

in the LODR Regulations to deal with such circumstances.

3. Discussions In PMAC and public consultation

3.1. A proposal to introduce specific provisions in the LODR relating to appointment

or re-appointment of directors who failed to get elected at the general meeting of

a company was placed before PMAC in December 2020, After deliberations,

PMAC suggested SEBI to go for a public consultation on the proposal. MCA,

which is part of the PMAC, requested SEBI to place the matter once again

before the PMAC after receiving feedback from the stakeholders.

3.2. As suggested by PMAC, SEBI issued a Consultation Paper in January 2021

(Flag A) {Available on the SEBI website). The key proposals included in the

Consultation Paper are given below;

_.// .-„Ki in/c£»hi,«joh/ahniit/AhniitAntirin rin7rinBnarrtMnotinn-upt:Ji.uRar-9n91
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a) Greater due diligence by the Nomination and Remuneration Conniittee

(NRC) and the Board of Directors while re-appointing persons rejected as

Managing Director / Whole-Time Director at the general meeting.

b) Time-bound shareholder approval (within 3 months) for such appointments.

c) Greater disclosures by listed entities while re-appointing such rejected

persons.

d) If shareholders reject such persons for a second time, restraint pericd of 2

years on such persons for serving as a director on the board cf that

particular listed entity.

3.3.The summary of comments received along with the rationale given by

commentators is tabulated and placed at Flag B {Excised for reascns of

confidentiality). Public comments on the proposal were mainly on the foil owing

lines:

a) Suggestion to mandatorily have an independent director in the board

meeting while re-appointing such a rejected person.

b) The appointment should be conditional upon the shareholders' approve i and

not any time before. The proposal in the consultation paper restores the

power of a rejected person to act as MD or WTD for 3 months; that is c sariy

opposed to shareholders' democracy.

c) Restraint period to act as a director is against the provisions of the OA 2013

and therefore may be limited to acting as MD / WTD. Such rejected persons

can continue as non-executive directors on the board.

4. Revised proposal before PMAC

4.1.Based on the comments received from the public, the matter was once again
placed before the PMAC in its meeting held on September 3, 2021 (Flag C -

Excised for reasons of confidentiality). The following changes were made to the

proposal contained in the consultation paper:

a) Mandatory presence of an Independent Director in the quorum of the Beard

meeting re-appointing such rejected persons.

https;//www,sebi.gov.in/sebiweb/about/AboutAction.do?doBoardMeeting=yes&year=2021
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b) RecomrriGndations of the Board and the NRC along with reasons for re-

appointing a rejected person have to be disclosed within 24 hours of such

re-appointment.

c) The two-year restraint in case of subsequent rejection was limited to

appointment as MD / WTD in that particular listed entity.

d) The post of 'Manager' was included in the revised proposal.

4.2. During the discussions in the PMAC meeting, MCA's representative put forth his

views on the revised proposal. MCA was of the view that any appointment by the

board, without shareholders' approval, of a person who failed to get himself

appointed as a director in general meeting, irrespective of the fact that the

appointment was for executive directorship or non-executive directorship, would

violate the provisions under Section 161(1) of the CA 2013. In order to act again

as a MD/ WTD/ Manager, the concerned person has to be appointed again by

the shareholders. Therefore, MCA had concerns over the proposed provision in

the consultation paper that allowed the board to re-appoint such rejected

persons for a period of 3 months, without shareholders' approval.

4.3. After deliberations, the PMAC agreed that there was a gap in the implementation

of law with respect to reappointment of persons who fail to get elected as MD /

WTD / Manager. It was pointed out that due to split resolution, if the

shareholders approve appointment of a person as a director but reject his

appointment as MD / WTD, companies continue to appoint such rejected

persons as MD / WTD as Section 161(1) does not explicitly prohibit the board

from re-appointing such persons.

4.4.The members felt that in the spirit of the law as it stands today, any director,

including MD / WTD, once rejected by the shareholders should come back to the

board only with the consent of the shareholders, as noted by MCA. Therefore,

PMAC suggested to modify the proposal accordingly.

httns://www.sf!hi.anv.in/sHhiwBh/ahnul/AhoMtActinn.rin7rinRoardMefltinn=vfiRS,VRar=?n71 S/fl
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5. Proposed changes

5.1.As suggested by PMAC, the proposal Is revised to include prior appr::vai of

shareholders mandatory for appointment or re-appointment of any person whose

appointment / re-appointment as MD / WTD / Manager has been rejec:tad by

shareholders at a general meeting. This would ensure that such an appointment

/ re-appointment is in line with the spirit of Section 161(1) of the CA 20 i 3 and

upholds the principle of shareholder supremacy in matters relating to

appointment of directors in a company.

5.2. In view of PMAC's suggestion to make prior approval of shareh'jiders'

mandatory for reappointment of rejected directors, it is felt that the restraint

period of 2 years for such rejected persons, proposed in the consultation r-aper,

may no longer be required and therefore, it is proposed to be omitted.

5.3.With respect to the provisions on greater disclosures to the shareholders, the

same may be extended to re-appointment of any rejected person (irrespecth/e of

rejection as a MDAA/TD/Manager or as a Non-Executive Director). This wol id be

in the interest of good corporate governance at listed entities.

5.4. Provisions relating to greater due diligence by the NRC & the board and

disclosures by listed entity after such an appointment, as proposed ir the

consultation paper, are no longer relevant since the proposal is being mocified

to make it obligatory to get prior approval of shareholders for appointment cr re-

appointment of persons rejected by shareholders at a general meeting.

5.5. Regulation 17(1C) of the LODR Regulations, which will be effective f om

January 1, 2022, is reproduced below:

"(1C). The listed entity shall ensure that approval of shareholders for

appointment of a person on the Board of Directors is taken at the next genera!
meeting or within a time period of three months from the date of appointment,
whichever is earlier."

https://www.sebi.gov.in/sebiweb/aboutfAboutAction.do?doBoardMeeting=yes&year=2021
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5.6. It is proposed to insert the provisions relating to appointment or reappointment of

persons rejected by shareholders, as discussed above, as a proviso to

regulation 17{1C) of the LODR Regulations. It is also proposed to insert the

words "as a Manager" after the words "Board of Directors" in regulation 17(1 C)
to ensure that the proposed provisos are aligned with the aforementioned sub-

regulation. Proposed amendments to the LODR regulations is placed as

Annexure.

6. Appilcabllltv

6.1.The amendment shall be effective from the date of notification in the Official

Gazette.

7. Proposal for consideration of the Board

7.1. The Board is requested to approve the amendments to SEBI (Listing Obligations

and Disclosure Requirements) Regulations, 2015, placed as Annex, and

authorize the Chairman to take consequential and incidental steps to give effect

to the decision of the Board.

https://www.sebi.gov.in/sebiweb/about/AboutAction.do?doBoarclMeeting-yes&year=2021 7/8
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ANNEXURE'4-ri
Introduction of provisions relating to appointment or re-appointment of persons
who fail to get elected as directors, including as Whole-time directors or Managing
Directors or Managers, at the general meeting of a listed entity

The Board considered and approved the proposals contained in the Memorandum.

TRUE COPY



1/22/24,11:45 AM

ABOUT (http!;v\/v,-v,^v.sKbi,C)Ov.iii/at)Ciil.i'itml)

SEBl I Board Meetings

AZGCii ^
Arririlfy^3f,QtsaV

:gai il.oownjteaal.htmn
®n& (https://www.seb

Securities iarid Exchange Board of India

ANNEXURE
ENFORCaulENT (https;//wvw.sebi.gov.in/enforcemer

gowin/index-htniQ

NEW INVESTOR WEBSrrE (httpK//investor.sebl.gQv.ln/lndex.httnl) (https://www.sebi.gov.in/hindi/iTidex.html)j{A)+|(A) (A)- a[a|[[JQQ®

Search SEBl Website

SEBl Development Research Grou

Home (Https://Www.Sebi.Gov.ln/lndex.Html) » About SEBl (Https;//Www.Sebi.Gov.ln/About-Sebi.Html) » Board Meetings

Board Meetings < ri a ED B © s

Select Year

i ><  2021

Meeting of the Board at Mumbai

Select Date to see Results of the Meeting

!  <
Thursday

25 March

Tuesday

29 .Junn

Friday

Augus

Tuesday

28 September
Tuesday

28 December *

1  SnNo.
1

i  Subject
1

1 Agenda * Decision

!•
Review of the role of KVC Registration Agencies (KRAs)

(

E 0

2 Review of book building framework for public issues
0 0

3 Introdutrtlon of provisions relating to appointment or re-appointment of persons who fail to get elected as directors,
Including as Whole-time directors or Managing Directors or Managers, at the general meeting of a listed entity 0 0
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ANNEXURE /'ijr
August 2023

National Stock Exchange of India Limited
Exchange plaza,
Bandra-Kuria Complex, Sandra (E)
AAumbai - 400051

Scrip Code: ADANIENT

Dear Sir,

Sub.: Application for waiver of fines levied as per the provisions of SEBI SOP Circular

Ref.: (I) NSE letter # NSE/LIST-SOP/COAAB/FiNES/0861. dated 2V' August 2023
(received through email dated 21®' August 2023) regarding - Notice for non-
compliance with SEBI (LODR) Regulations, 2015 ("Listing Regulations") and / or
Regulation 76 of SEBI (Depository and Participants) Regulations, 2018
("Depository Regulations") and (11) BSE email dated 21®' August 2023 regarding
Fines as per SEBI circular no. SEBI/HO/CFD/CMD/CIR/P/2020/12 dated January
22, 2020 ("Exchange Letters")

BSE Limited ("BSE") and National Stock Exchange of India Limited ("NSE") vide their
communication dated 21®' August 2023 imposed fine in terms of SEBI Circular No.
SEBI/H0/CFD/CIV\D/CIR/P/2020/12 dated January 22. 2020 for non-compliance of
Regulation 17(1A) [i.e. non-compliance with the requirements pertaining to appointment
or continuation of Non-executive director who has attained the age of seventy-five years]
of SEBI (Listing Obligations and Disclosure Requirements) Regulations. 2015 ("SEBI Listing
Regulations").

In this regard, we hereby submit our application for waiver of fines to the designated stock
exchange i.e. NSE, as per NSE Circular ref. no. 0388/2022, dated 31®' AAarch 2022.

Subject matter leading to filing of waiver of fines application:

Mr. V Subramanian, Independent Director (Non-executive) attained the age of 75 years on
17"^ June 2023. The shareholders' approval under the provisions of Regulation 17(1A) of
SEBI Listing Regulations have been obtained by the Company at its 31®' Annual General
Meeting (AGM) held on 18th July 2023. Stock Exchanges are of the view that no prior
approval of the shareholders of the Company was obtained under Regulation 17(1 A) of the
SEBI Listing Regulations for continuation of office as independent Director by Mr. V
Subramanian. Consequently, BSE and NSE have, vide their communication dated 21®'
August 2023, imposed fine on the Company with respect to certain non-compliance /
delayed compliance under Regulation 17(1A) of the SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015.
Company Submission:

Adani Enterprises Limited Tel + 91 79 2656 5555
"Adanl Corporate House", Tax + 91 79 2555 5500
Shantigram, NearValshno Devi Circle lnvestor.ael@adani.com
S. G. Highway, Khodlyar www.adanlenterprises.com
Ahmedabad - 382 421

Gujarat, India
CIN: L51100GJ1993PLC019067

Registered Office : "Adani Corporate House". Shantigram, Near Valshno Devi Circle S. G. Highway. Khodlyar, Ahmedabad - 382 421



1. Regulation 17(1A) states that - "No listed entity shall appoint a person or continue the
directorship of any person as a non-executive director who has attained the age of
seventy five years unless a special resolution is passed to that effect, in whii.:h case
the explanatory statement annexed to the notice for such motion shall indicate the
justification for appointing such a person".

Please note that the shareholders of the Company at its 29'*^ AGAA held on 1 July
2021 passed a special resolution approving the reappointment of Mr. V Subra. nanian
as Independent Director (Non-Executive) for a term of 5 years i.e. upto August 2026
("current term"). The said Special Resolution and Explanatory Statement formi ig part
of the same specifically mentions justification for his appointment, his age of 7 i years
and date of birth and the reference of compliance of applicable provisions of the
Companies Act and also SEBI Listing Regulations. Copy of the above special
Resolution and Explanatory Statement forming part of the same are er closed
herewith as Annexure I for your ready reference.

2. We wish to submit that at the time of said approval, Mr. Subramanian was already 72
years of age and hence, his reappointment (for 5 years) covered his tenure beyc no his
attaining age of 75 years. The said shareholders' approval remained val d and
subsisting and hence, he was not disqualified from continuing his office as an
Independent Director (Non-Executive) beyond the age of 75 years.

3. Hence, prior approval of the shareholders was already in place (2021) to co.Uinue
office as an Independent Director by Mr. V Subramanian during the curren: term
notwithstanding he would attain the age of 75 years (in 2023) in terms of Reguladon
17(1A) of SEBI Listing Regulations.

4. However, as an abundant caution, the Board of Directors of the Company, bas ed on
the recommendations of the Nomination and Remuneration Committee and t n the

basis of the report of performance evaluation of Independent Directors, at its mi^ating
held on 4'^ May 2023, recommended and approved the continuation of office Ijy Mr.
V Subramanian as an Independent Director (Non-Executive) of the Company fir the
current term, notwithstanding that he will attain age of 75 years, subject to approval
of the shareholders at the ensuing AGM, by way of another special resolution.

5. We further wish to submit that Regulation 17(1A) should be read in conjunctior: with
the Regulation 17(1C) of SEBI Listing Regulations. These regulations do not use the
word "prior approval" for any appointment / reappointment and allows a compe ny to
regularise the appointment / reappointment at the next general meeting or wii:hin a
period of three months, whichever is earlier. As such, the intent of legislation is clear
that prior approval is not required for such appointment / reappointment.

6. The legislative intent as mentioned in para 4 is further corroborated by the Securities
Appellate Tribunal ("SAT") in its Order in Nectar Life Sciences Ltd v. SEBI rcopy
enclosed as Annexure II) in which Regulation 17(1A) has been interpreted, as under:

Adani Enterprises Limited Tei +91 79 2656 5555
"Adani Corporate House", Fax + 91 79 2555 5500
Shantigram, NearVaishno Devi Circle lnvestor.ael@iadani.com
S. G. Highway, Khodiyar www.adanienterprises.com
Ahmedabad - 382 421

Gujarat, India
GIN: L51100GJ1993PLC019067

Registered Office ; "Adani Corporate House". Shantigram, Near Vaishno Devi Circle S. G. Highway, Khodiyar. Ahmedsbad - 382 421



Regulation 17(1A) of the Listing Regulations which states that "No iisted entity shall
appoint a person or continue the directorship of any person as a non-executive
director who has attained the age of seventy five years unless a special resolution is
passed to that effect...", the SAT observed that ~ "The word 'unless' deoicted in
Regulation ITHA) does not mean "prior aooroval" nor the reouirement of passing a
soeciai resoiution is a quaiificatorv condition for appointment of a person as a
Director."

(emphasis added)

Regulation 17(1C) of SEBI Listing Regulation states that the listed entity shall ensure
that approval of shareholders for appointment or re-appointment of a person on the
Board of Directors or as a manager is taken at the next general meeting or within a
time period of three months from the date of appointment, whichever is earlier.

7. in our case, Mr. Subramanian was due to attain the age of 75 year on 17"^ June 2023.
Considering that the Board of Directors of the Company at its meeting held on AAay
2023, recommended and approved the continuation of office by Mr. V Subramanian
as an Independent Director (Non-Executive) of the Company for the current term,
notwithstanding that he will attain age of 75 years, subject to approval of the
shareholders at the ensuing AGAA. Thereafter, the shareholders of the Company at its
3r'^ AGAA held on 18'^ July 2023 have by way of special resolution approved the
continuation of AAr. V. Subramanian as an Independent Director (Non-Executive) of
the Company for his current term of appointment notwithstanding that he will attain
age of 75 years i.e. upto August 2026. Hence, it can be seen that process of his
continuation of office was initiated before his attaining the age of 75 year and the
requisite shareholders' approval was taken within 3 months of his attaining the age of
75 years, which is in compliance of the abovementioned SAT order and SEBI Listing
Reguiations.

8. We wish to highlight that wherever the legislative intent is to mandate "prior
approval", the provisions / reguiations of the Companies Act. 2013/SEBI Listing
Reguiations specificaiiy provide the phrase "prior approval" rather than using the word
"uniess".

9. We humbiy submit that in view of the above-referred legislative intent is supported by
the order of SAT, the Company is in due compliance of the provisions of the Regulation
17(1A) of the SEBI Listing Regulations.

10. We at Adani foliow corporate governance and ensure due compliance of applicable
rules and regulations. Please note that the Company has taken adequate steps (in
terms of prior approval as well as post-facto approval of the shareholders) as per the
provisions of Regulation 17(1A) of SEBI Listing Regulations.

Company Requests:

11. In view of the above submissions, we humbly request your good selves:

Adani Enterprises Limited Tel + 91 79 2656 5555
"Adani Corporate House". 2555 5500
Shantigram. Near Vaishno Devi Circle Investor.ael@adani.com
S. G. Highway, Khodiyar www.adanienterprises.com
Ahmedabad - 382 421

Gujarat. India
CiN; L51100GJ1993PLC019067

Registered Office : "Adani Corporate House". Shantigram. Near Vaishno Devi Circle S. G. Highway, Khodiyar. Ahmedabad - 382 421
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•  to take the compliance made by the Company on records and kindly gram, us full
waiver of the fines as mentioned in the Exchange Letters dated 21" Augus: 2023;
and

•  till the time the waiver request is decided by the Exchange, further penal ictions
under the SEBI circular no, SEBi/HO/CFD/CMD/CiR/P/2020/12 dated January 22,
2020 may be kept on hold.

if you require any further information from us, we would be pleased to furnish the .same.

Thanking you.

Yours faithfully.
For Adani Enterprises Limited

JATINKUMAR

RAMESHCHANORA .

JALUNOHWALA '

Jatin Jalundhwala

Company Secretary &
Joint President (Legal)

true copy

Adani Enterprises Limited Tel + 91 79 2656 5555
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ANNEXURE

December 01,2023

The Secretary
National Stock Exchange of India Limited
Exchange Plaza, 5"' Floor
Plot No- 'C Block, G Block

Bandra-Kurla Complex, Bandra (East)
Mumbai-400051

Scrip Code: EROSMEDIA

SUB: Request letter for waiver of Penalty imposed with respect to Non-compliance with Regulation
17(1A) of SEBl (Listing Obligations and Disclosure Requirements) Regulations, 2015

Ref: Letter dated November 21, 2023 of NSE addressed by Rachna Jha, Manager, Listing Compliance,
National Stock Exchange of India Limited (NSE) to Compliance Officer of Eros International Media
Limited in relation to Notice for non-compliance with SEBI (LODR) Regulations, 2015.

Dear Sir / Ma'am,

This is with reference to the above letter regarding levying of fines for non-compliance under Regulation
17(1A) of SEBl Listing Regulation with respect to appointment or continuation of Non-executive director
who has attained the age of seventy-five years for the quarter ended September 2023.

The fines levied are for the quarter ended September 30, 2023 in respect of non-compliance for
appointment or continuation of Non-executive director who has attained the age of seventy-five years.
The non-compliance pointed out by NSE is appointment of Mrs. Urvashi Saxena as Non-Executive
Independent Director into the Board of the Company who has exceeded the age of seventy-five years shall
be processed once special resolution in terms of regulation 17[1A) as per SEBl LODR Regulations, 2015,
is passed.

In this regard, we hereby submit as under;

it would be pertinent to clarify that on August 11, 2023 Mrs. Urvashi Saxena was appointed as an
Additional Director under the provisions of Section 161 of the Companies Act, 2013 ("the Act"). The
relevant extract of the said provision is as below:

161. Appointment of Additional Director, Alternate Director and Nominee Director

(1) The articles of a company may confer on its Board of Directors the power to appoint any person,
other than a person who fails to get appointed as a director in a general meeting, as an Additional
Director at any time who shall hold office up to the date of the next annual general meeting or the
last date on which the annual general meeting should have been held, whichever is earlier.

EROS INTERNATIONAL MEDIA LIMITED M
Regd Off: 901/902, Supreme Chambers, Off Veera Desai Road, Andheri (West), Mumbai-400053.

Tel.; +91-22-6602 1500 I Fax; +91-22-6602 1540 I E-mail: eros@erosintl.com 1 Website; www.erosmediaworld.com
GIN No. L99999MH1994PLC080502



It is submitted that the power to co-opt a Director under Section 161 of the Act is a special c mergency
power granted to a Company for a limited period of time. The Board's power to appoint additiona!
directors in the section is not fettered and/or circumscribed by provisions in the Companies ̂ ct or any
other legislation including SEBI (Listing Obligation and Disclosure Requirements) Regulations, 2015
("SEBI Listing Regulations, 2015"). The fact that the said power to appoint an additional director is an
emergency power which is unfettered is evident from various cases induding Ananthalahhmi [A.) Amma!
And Ann vs The Indian Trades and Investments Ltd., AIR 1953 Mad 467. Zimmers Ltd. v Zimmer. (1951) WN
600. In light of the same, it would be incorrect to interpret and/or assume that Section 161 of rhs Act is
subject to the provisions of Regulation 17(1A) of SEBI Listing Regulations, 2015.

However, such additional directors are competent to hold office only upto tlie next Annual General
Meeting ("AGM") wherein their appointment to the Board needs to be approved by the shareho.ders. The
expression upto the date of AGM has been interpreted by various courts to mean upto the date when th
next AGM ought to be held at the latest. A similar logic is applicable to the retiring auditors and the same
is applicable to additional directors appointed under the said section.

In light of the above, it would be clear that Section 161 of the Act does not have any specific resti iction on
age, unlike the provisions of Regulation 17(1A) of SEBI Listing Regulations, 2015. Her appointment as an
Independent Director is however regulated by Regulation 17(1A) of SEBI Listing Regulations, 2015 which
prescribes a Special Resolution to be passed by Shareholders justifying such an appointment, v-hich has
been complied with during the AGM on September 26, 2023.

In light of the above, it is submitted that there lies no confusion with regard to the fact that Mrs Urvashi
Saxena's tenure as an Independent Director only starts once the Special Resolution is passed i.e., from
September 26, 2023.

It is further submitted that the imposition of fine is unjustified in view of the fact that the Shareholders'
approval was obtained by the Company in accordance with applicable laws and also pursuaiit to the
settled law in the matter of Nectar Life Sciences Ltd v. SEBI, in which Regulation 17(1A) has been
interpreted, as under:

(viii) Therefore on a harmonious reading of the proviso to Section 152(5) and Regulation 17(:'j\],
we are of the opinion that when an appointment of an Independent Director above the age of 75
years is made by the Board of Directors under Section 161(4) such appointment is required to be
approved by the shareholders of the Company in the next general meeting to be passed by a speciai
resolution. The Board of Director would be required to indicate in the explanatory statement t.tat
the person fulfills the qualifications specified in the Act and also quote reasons for appointing sixh
person who has crossed the age of 75years.

(ix) Section 17(1A) should be read harmoniously with the provisions of Sections 152,161(4) of i he
Companies Act read with Rule 4 of the Rules and Regulation 17(1C) of the LODR Regulations which
makes it clear that even if a person above the age of 75 years is appointed by the Board ofDirectcrs
to fill up a casual vacancy, such appointment is required to be approved subsequently within the
prescribed period by a special resolution in the next general meeting by the members of the
Company.

(x) The word "unless" depicted in Regulation 17(1A) does not mean "prior approval" nor tne
requirement ofpassing a special resolution is a qualifcatory condition for appointment of a perse n
as a Director.



25, In view of the aforesaid, the finding of the respondent that no persons can be appointed
or continued to be appointed as a Non-Executive Director unless prior approval of the
shareholders is made is erroneous.

Regulation 17(iq of the Listing Regulation states that the listed entity shall ensure tliat approval of
shareholders for appointment or re-appointment of a person on the Board of Directors or as a manager is
taken at the next general meeting or within a time period of three months from the date of appointment,
whichever is earlier.

We further wish to submit that Regulation 17(1A) should be read in conjunction with the Regulation
17(1C] of SEBl Listing Regulations. These regulations do not use the word "prior approval" for any
appointment / re-appointment and allows a company to regularize the appointment / re-appointment at
the next general meeting or witliin a period of three months, whichever is earlier. As such, the intent of
legislation is clear that prior approval is not required for such appointment / re-appointment, and hence,
tliere is no non-compliance of provisions of Regulation 17(1A] of the SEBl Listing Regulations.

We therefore request you to waive off the fines levied since the Company has always been compliant in
respect of stock exchange compliances and Corporate Governance has always been a top priority of the
management of the Company.

Please note that necessary waiver processing fees of Rs. 10,000/- [subject to TDS) has been paid by the
Company to the designated exchange i.e., NSE via NEFT bearing UTR No. N33S232762167814 dated
December 01, 2023.

Your kind and immediate cooperation in the matter is requested.

Thanking you

Yours faithfully.

For Eros International Media Limited

Vijay Thaker
VP-Company Secretary & Compliance Officer

TRUE COPY
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02"'' December, 2023

To,

The Manager,

National Stock Exchange of India Limited

Exchange Plaza, Plot No C/1, G-Block,
Bandro - Kuria Complex, Bandra (E),

Mumbai — 400051

NSE Symbol - SHAHALLOYS

Kind Attention; Ms. Rachna Jha,

Ms. Sonam Yadav,

Mr. Kunal Rohra,

Ref: Fine under SEBi circular no. SEBI/HO/CFD/CiVlD/CIR/P/2020/12 dated Janu jr\'
22, 2020.

Sub: Waiver Request Letter as per the BSE Policy for exemption of fines levied jz
per the provisions of SEBI SOP Circular (Reasons for waiver/reduction o-
penalty levied under SEBI SOP circular No. SEBI/HO/CFD/CMD/CIR/P/2020, ! S;
dated January 22, 2020.

Dear Ma'am/Sir,

We are in receipt of your mail dated 2V November, 2023, with respect to he

above-mentioned subject, in which a fine of Rs. 82,600/- (includes GST) was lev ed

against non-compliance with regard to Regulation 17(1 A) SEBI [Listing Obligotions end

Disclosure Requirement] Regulations, 2015, pursuant to the appointment of Shri

Ambalal Chhitabhai Patel (DIN: 00037870), as an Additional Director in the categc ry

of non-executive independent director by way of a board resolution & further

appointed as an Independent Director by passing Special Resolution in the Annr ol

General Meeting.

Pursuant to the said appointment & in compliance with above regulations, we ha -a

submitted our replies vide our letter dated 30"' October, 2023 & 18'" November,

2023 in which we have mentioned all our explanations & practical aspects pertainii.g

to the said appointment. We also sought the guidance/advice from the Exchange, bj?

no answer or any guidance received by us.

The Process taken in the Appointment of Shri Ambalal Chhitabhai Patel, is within tfa

ambit of law as clearly described in our previous letters. Recently, also a very much

CIN - L27100GJ1990PLC014698

Factor/ : Block No. 2221 / 2222, Shah inclustrial Eslalo, Sola-Kalol Road, Santej, Ta. Kalol. Disl. ; Gandiifn.-jgar
Phone ; (02761) 661100 I Website : vAvw.sliahalloys.com
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similar cose in the Appeal filed before Securities Appellate Tribunal (SAT) by

20 Microns Limited Vs. BSE and SEBI, the SAT directed the Exchanges to not initiate any

penalty regarding the matter which is 99.99% similar case to us. A copy of said order

is attached herewith for your ready reference.

Referring to the observations of the Hon'ble SAT and the provisions of the Companies

Act, 2013 and LODR, and also considering the fact that neither the intent of the

Company including its management, directors and officers is to defraud the

stakeholders in any way whatsoever nor the Company including its management,

directors and officers has taken any undue advantage from the said appointment,

rather the intent of the Company including its management, directors and officers is to

maintain optimum Board composition at all times and is committed to comply with the

applicable provisions and orders of the Hon'ble SAT, we request you to not to levy any

penalty as there is no mala-fide intent whatsoever on the part of the company

including its management, directors and officers.

Considering our submissions we request you to kindly remove or waive off the penalty

imposed and do not initiate any adverse actions. Your immediate action in this regard

would be highly appreciated.

Please find enclosed herewith the copy of the details of the payment of Rs. 11,800/-

in favour of "BSE Lfd." (Designated Stock Exchange).

Cheque No. Bank Name Date Amount (In Rs.)

066863 ICICI BANK LIMITED 02/12/2023 11,800

Thanking you.

Yours faithfully.

For & on behalf of

Shah Alloys Limited

Mayanki
Chadhai^^
Mayank Chodha

Company Secretary and Compliance Officer

TRUE COPY
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.The Manager,

■•■ •, Listing.'JDepartmentj ' ■ . AA
• National Stock Exchange ef lndia:Ud;,A-^ , r; . " A .AA A A . . ;

Exchange Plaza, 5th Floor, '.A ; -
Plot No,C/1, G Block, A J; ■; . , A A: A ^ C, A ' ~
Bandra-Kurla CornpleA Bandra. (E), :aa , A • .

^MUMBAl-400 051/ '

Dear Sirs,

Sub : App.lication seeking; waiver of the Fine levied for non-compiiance with Regulation 17(1A)
■  'oftiie SEBr(LODR^ Regulations, 2015

7. Ref; Sqip Code ; KAKAICEM (NSE) and 500234 (BSE)

This* has reference ,tp your e-mail dated; .Zlr.ll.2023, :received from the Stock
: Exchange alleging.noRrcompliance with the provisions:ohRegulatiqh T7(1 A) of the
Securities and Exchange Board of:Andia (ysting Obligations 'and- Disclosure
Requirements) Regulations, 2015 pertaining to the appointmentiof Shri V;Sivarama

. Krishna-Murthy as an Independent Director :of;the ;Gompanysw.eif. 4^''August, 2023'
■ and levying fine of 1,04,0007- (Excluding GST).

:;ln thiAregard,,your attention is drawn to our letter dated October-1,312023 and the
■  folldwinAsubmissions

•, .r.The Boardof Directors at itsmeetirig held on 4^*^ August; 2023: had considered the
hecommendation of .the Nomination and Remunerationi Gommittee and accorded
its approval for the appointment df Shri; V. Sivarama Krishhci Murthy as an
independent director, subjectito, the approval of the::members, for a term of

^  five years w.e.f. 4AAugust, 2023. ' A

In this regard, we would iil^e to draw your attention; to the provisions of Section
1.52(2), 152(5) and „161(1;) of the Companies Act, 2013 reproduced hereunder;

152(2). Save as o^ersie expressly provided in this Act/, every director shall be
appointed by the company in general meeting;

152(5) A person appointed as .a director shall not act as a director unless he
gives his consent to hold the office as director and such consent has been filed

. with the Registrar within thirty days of his appoihtmehtiri such manner as ma v
be prescribed:! " 'A . ; 7 ' /'
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Provided th^ case of appointment of an independent director in the

general meeting, an exptanatory statement for such appointment, annexed to
the notice for the general meeting, shall include a statement that in the opinion
gf t U^en^arddhg fulfils the conditions' specified fn ythis:Act for such an
appointment

161. Appointment of Additional Directon i Alternate Director and 'Nominee
Director

(DThe arbcies of a company may confer on its Board of Directors the oower-to

appoint any person, other than a person who fails to get appointed as
a dfrectx}r in a general meeting, as an-AdditionahDirector at any time who:

shall hold office up to tlte date of the next annual general meeting or the
last date on whichithe'annual;general meeting?should haveabeenheld/,

. : whichever is earlier.

iFrpm tHe .aboye, it is clear that the :Board of:;a ̂ Company; can appoint a person as. an "
Additional Director provided there is an enabiing'provisiomini the Arbcies of Association;of ? ;
ithe Company. -Such person who is appointed?as aniAdditionaiiDirector shall holdvoffice up
' tp'the next annual general meeting or the last date'on which ithe annual general meeting,

thould have been, held, whichever is earlier.

,  : Article 36 (e) of the Articles of Associabon of the eompany-contains the,enabling provision,
; for appoihtraent of additional director as follows :

#6 (e)ffhe Board of Directors shall have power to appoint additional Directors
:fprovided such additional Directors shall hold office only up to the date of the;
Hnext Annual General Meetingyof 'the Company and provided furtherithat the
Inumfaer of Directors and additionafs Directors together shall not exceed;
maximum strength fixed for the Board by the Articlesi':. .

Wrom a reading, of the above provisions of Section 152(2) and 161(1)-read with
■i^rticle 36(e), of the Articles of Association, it is clear that a Director can only be

appointed by the. shareholders of the Company in,.the (general meeting. However,
i;;in'case of appointment of Additional Director ,during the year in the period
ibetween two general meetings, . such -person?:can, continue, as an Additipnal
.(Director till the next annual general meeting,or;the, last date on which the annual
■general meeting should have been held, whichever is earlier.

; In our case, as. the Annual General Meeting was to, be held .on or before 30"' September,
:2023, Shri V Sivarama Krishna Murthy, who was apppint^ as an Additional Director on
U'" August, 2023, continues-to bethe Dired;or;of-.the,Company till such AGM held. -
? ; ' ■ 'i-' ' ■■ ■ ■ . , SESHASAYEE
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Regulation 17(1 A) of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 stipulate that no (isted entity shall appoint a person or
continue the directorship of. any person as a non-executive director who has
attained the ase of seventy-five years unless a special resolution is passed
to that effect, in which case the explanatory statement annexed to fie
notice for such motion shall indicate the justification for appointins such a
person.

From a plain reading of the said provision, it appears that in case a Compa;iy
wants to appoint a person who has attained the age of seventy five, as a Director,
a Special resolution would.be required before such appointment.

In this regard, it is pertinent to note that under the proviso to Section 152(5) of
the Companies Act, 2013, the Board.of Directors has to justify that: the person
who is going to be appointed as an independent Director fulfills the conditions
for appointment of such Director as.specified in the Act whereas under Regulation
17(1A), a special resolution is required to be passed indicating the justification
for the appointment of such-person.

However, Regulation 17(1C) of SEBI (Listing Obligations and Disclosu.'e
Requirements) Regulations, 2015, stipulates that the listed entity shall ensure
that the approval of shareholders for appointment [or re-appointment] of a
person on the Board of Directors [or as a manager] is taken at the next general
meeting or within a time period of three months from the date of appointment,
whichever is earlier.

Accordingly, our Company has obtained the approval of the members by way of
a Special Resolution, for the appointment of Shri V Sivarama Krishna Murthy (who
has attained the age of seventy five years) as an Independent Director w.e.f. 4"^
August, 2023 for a period of, five years at the Annual General Meeting held on
25"^ September, 2023 (which is within the three month period from the date of
appointment).

The justification for the appointment of Shri V Sivarama Krishna Murthy as an
Independent Director has been given in the Explanatory statement along with the
date of birth and other details of Shri V Sivarama Krishna Murthy (in the annexure
to the notice) and a copy of the extract of the Notice convening the Annual
General Meeting is enclosed for your perusal and reference purposes.

Your attention is also drawn to the judgment dated 27.04.2023 passed by the
Hon'ble Securities Appellate Tribunal in the matter of Nectar Life Sciences
Limited Vs. SEBI and others (Appeal No. 185/2023) wherein SAT has held that

SESHA SAYEE
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24Civ) Appointment of a Director made by the Board of Directors is required to
beapproved by the shareholders/members of the Company in the next genera!
meeting or withinrthree months-from the. date of appointment whichever Is
earlier as provided in Regulation i7(lC) of the LODR Regulations read with tiie
proviso to. Rule 4 of the Companies (Appointment and Qualification of ,
Directors) Ruies^ 2014,

(v) Regulation 17(1A) cannot be readjn isolation, ft has to be read alongwith
Section 152(5) of the Companies Act, 2013....

(vUyfJhus, under the proviso to Section 152(5) of the Companies Act, 2013,
the Board of Directors has to justify that the person who is going to be
appointedyas an Independent Director fulfills the conditions for appointment
of such Director as specified in the Act whereas under Resulation 17(1 A), a
special resolution is required to:be passed indicatins the justification for
the appointment of such person.

(x) ne word 'unless' depicted In Regulation 17(1A) does not mean "prior
appmvai" nor the requirement of passing a special resolution Is a qualificatory
condition for appointment of a person as a Dlrecton"

25. In view of the aforesaid/the finding of the respondent tiiatno persons can
be appointed or continued to be appointed as a Non-Executive Director unless
prior approval of the shareholders is made Is erroneous.

•  Even though we are of the view that there has been.no noo-compliance with the provisions
of Regulation 17(1A) of SEBI (LODR) Regulations, 2015; as alleged, we have already
remitted the fine amount of Rs. 1,22,720/- (induding of Rs.18,720) under protest to
the Exchange on: 28.11.'2023 by way of NEFT bearing UTR No. SBIN423332099025 through
State Bank of India.

® The processing-charges of Rs. 10,000/- (Rupees Ten Thousand only) + GST have been
paid by way'of NEi^ bearing:UTRi'NpiaBINOTS^ dated 07.12.2023 and you are
requested to kindly acknowledge the sarne.

Hence, we wish: to sublmit that Regulatlon:;i7(lA) should be. read.Jn. conjunction with the
Regulation 17(lfc) pf/SEBI: Ustfng/RegM^^^^ and other applirabie proYlsipns of the
Companies Act,;2pi3'and rules prescribddithereOndef; These reguiatipris do not use,:thp word
"prior approval'':^for-ariy%pointmenf/'rehgpplnh^ and allows a .company to regularize the
appointment/ reappolhtment atThe next,^6ndi^f mee or within aiperiod of three months,
whichever Is earjief. As such, the ihtent of legislation is clear that prionapproval Is not required ,. -
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;• for'such appointrnent / rPappointlment, is no nonrc^riipiianc^ of provisions

■  In view of the.above submissions, we i ,
;  , -grant waiver of the fineilevied for the;allege&^;np'n-cbmp!lance with the proyision^^;^^^

r \,17tiA)ofSEBI (LODR)Reguiations,2^ .--i.—.i-ui
■  ■ vve shall be grateful to you. ; r:,

Thanking You,

Yours faithfully,

DlgltJlly signed by
ISESHA'SAYEE-sesh^avee

VORUGANTl .

Irlp Date:"2023.12.07
i3.-00;43'+05'30*

Corhpany. Secretary & •
CompliancefdiTiGer:

End::

. 1-

.;44''' Anriual General Meeting.
^ 2);Proof of payrrieht of the fine leyied.
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D P WIRES LIMITED

,  "Bsrs^ S^RENpTMEN^NOjiN^^^

ANNEXURE ̂ 4- 4
«. +91 88789 31861, +91 7412 261130

as info@dpwires.co.in, investors(g)dpwires.co.in

: @ www. d p yvi res;CG.i n

December 11;''' 2023

Ms. Sbnam Yaday^Mr. Kunal Rohra,
Distibg^iMaiiager
NatipiiklStdCk:^^^^^ Limited
Exchange Plaza, 5tli Floor, Plot No - C Block; G: Block
BandraiKuda Gprnplex^+Mumbai- 400 05:1

Subject: - Response to Notice raised vide ; e-mail dated November 2L 2023: and

December 07^; 2023 +

:Dcar Sir/Madam

Pursuant to Regulation 30 of SEBI Listing Regulations, we would like to inform that
National Stock Exchange of India Limited ("NSE") have, vide their communication dated
November 21, 2023, NSE/LlST-SOP/COMB/FlNES/1204 and December 07, 2023,
NSE/SGP/RBF/1264 ("Exchange Letters"), imposed fine on the Company with respect to
certain non-compliance / delayed compliance under Regulation 1?(IA) of the SEBI (Listing
Obligations and Disclosure Requirerrients) Regulations, 2015.

The Company wish to clarify that: imposition ;;of fine :by:: NSE: : is impropery since the
shareholders? approval was obtained by the Company in accordance withapplicable laws and
also pursuant to the settled-law in tliematter of Nectar; Life Sciences LtdiV/s SEBI, in which
Regulation l7( tA) has been interpreted, as under:

Regulation 17(1A) of the Listing Regulations which states that "No listed entity
shall appoint a person or continue the directorship of any person as a non-
ifiiaMiyfMMdor^hLyf as attained the age of seventy
4pa(;dlittid}i is:fassedtoUh the SAT observed that "The word 'unless'
iddpiftdf M^ 17(1 A) does not mean "prior approval" nor the
requirement 0^^  ^^ a special resohuion is a qualificatoty .condition for
appointment of a person as a Director.''

(eniphasisl added)

.  Regdl^ti^ Listing Regulation states that the listed entity shall
:;:erisufd:lthat:approvaI:of shareholders for appointment or,re^^^
■:+persdh: 6n. :the: Board of Directors or as a manager is 4aken,at 4.hc,,next generalnieeting ior Avithin a time period of three months,jfrora the. date of appointment,
whicheverds'earher. - , K:-': +

We-furtheriwish to submit that Regulation 17(1 A)'';should be read in conjunctipn;with the
Regtilhtidnf 7(1C) of SEBI Listing Regulations. T^sereguto^^^ not-use the;wprd fprior
approval" for any appointment / reappointmentiiand aUo.vvS^ a ?corapany the
appointment;/ reappointment at the next general: meeting;.orii:^itliin a period of three months,

CIN; L27100MP1S98PLG029523

Registered Offic^-:—
16 - 18A, Industrial Ar.dd, Ratlam, Modhyo Pradesh, Indio p 457001;
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whichever is earlier. As such, the intent of legislation is clear that prior appro /al is not
required'for such appointment /reappbintnieht, ahd; .hence, there is no non-compliance of
provisions-of Regulation 17(1A), of the SEBI ListingRcgulations.

We would like to further inform that the Company is in the process of makirig applications •.o
NSE with detailed justifications highlighting that the Company is in due compliance of
provisions of Regulation 17(1A) of the SEBI Listing Regulations and requesting for wi Ivor
of fines, imposed by the respective authorities.

The details as required under SEBI, Listing Regulations read with SEBI Circular No.
SEBI/HO/CFD/CFD-PoDl/lVCIRy2023/123 dated 13th July, 2023 are enclosed in Anne.mrc

Request you to take the same on records.
Thanking you

Youi's Faithfujly,
For DPWIRES Limited

KRIITIKA ; Digilallysignedby ,
'.KRUTIKA

MAHESHWA' mHESHWARI
•' 0ate:2023.12.n

Rl / :•' 18:26:51+05'30'

Krutika Maheshwari

Company Secretary & Compliance Officer

COPY

CIN; L27100MP1998PLC029523

Registered Office
16 - 18A, Industrial Area, Rotlam, Madhya Pradesh, India - 457001
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NI:L/SE/2023-24 Date: 13-12-2023

To

Too Peputy'CGneral The Doput}^ GeneralNlanager.

.v_-0iporace i\eia:Lionsni.p. dept,

Bombay Sidck Exchange thriiiyd
Floor; Ngvv Trading,

Ci.- IxdCAllLIHolll

National Stock Excihai

>Exc,hange,Pia^:
irgeqf India Lmiiied:

Rotunda Buildmg, P.), Towers
DcdaJ Street Fort

Mumbai 4(X).001

brtndra.Kurla GGhipIe
BEindra-fE)'

; Mumbai.4(30^051.

::'Scripidamd---NA!GMTT^fjVt?
Scrip Code - 521109

>LiXN:Lij\X^

Dear Sir/Madam,;

Sub: Appliration fbnseeking waivertifrtit^ifirte^mposied on the Gompafriy by BSEIitiii
amounting to Rs, 75;52d/- and NationafliStocR E^^ of India Ltd. amounting to
■Rs. 75,520/^.

ReE Your email dated:7^»DecembeFj,20^

This is with referencetoyour ernaij datetl^'iJDde 2023 whereinyauhaviehnpdsed
a fine on the Company of Rs, |5/52Q/-- in eonnee with, the alleged vidlatidnvi,of,
Regulation 17(1A) ofthe SEBI (LODR) Regiiiations, 2015:.

We would like ta infoHnyou fiiatiWe kadTeeeived two observations fi-om NSETdaCed:|i27"^
October, 2023 and 15^1' Novembei:, 2023 regai'ding therfiling of Corporate ,(^yepn^
Report for the quarter ended 3dfh Sepjterriber, #2^ for wKich we have submitted
clarifications dated 7th Noveritberi 2023^ aiid 17th, Noyejnber, 2023 :hyi,th HSE
respectively. Thereafteiv we have also submitted our response dated 11''' December,
2023 in respect ofniails received fi om bodvlbeStoclcExchanges fBSE ahd NSl^^^^^^
December, 2023 impdsing a fine of Rsi 75,.S20/- for pon-compliance of
Regulation 17(1A] of the SEBl (LODRj Regulations, 2015;

In view of the above, we would like to clarify that the appointmentRf MrlAiditaya,
Mazumder, Independent 01 rector was in due compliance of the provisions of,Spetipn
149,152(2). 161 ofCdmpanies Act; 2013and Regulation 17(1A) and 17(ie) SEBIflQDR)
Regulations, 2015.

A reading of Section 152(2) and 101(1) ofthe Companies Act makes it dear thata diredpr
can only be appoinfed by the shareboidersPf the Company in an Annual General .Meeting.

■ -UMBAl OFflCE 7 KALA BHAV/AN. a.AlATMEW ROAD. i.lU.MSAI - .100 OCM. INDIA
works . .^,,,4533 ,;so777a703. E-mail r koms£>urmM5C.-vaa,rcck..cam

.  CIH:LTai01\VB19S9PLC046387.
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H6Weyei^?tl!^ bbai^^^ aR^tpt'ariy director who
|^liii(?ljd Cffi^up tp tlve date bp ;

In this coriMctionf ;we yvoulb also like to; state that: tKfi^pbintmept^ MC. Amitava
M^uiiicler as; Director under, tli&cptejgbrytpfinbiirexc^ independent
director had been Tecornmended by Nbrnhiation:: and iFiernuneratiQn> and
approved by the Board of Dh-ectors in their meetingheld tni;28i''August; 2023; butit was
siil^ect :to tlib approval of sharehbiders in; the-lprthcoming Aniiuai ;(|eneral Meeting.
SubsequentlyjtheGbnlpany.hasalsotakertapprDvajbfthbshareh^ 34* Annual
General Meeting held bn 294rSeptember; 202g by. passingja^

of resolutions passed in AGM alongwith: explanatory Sbite^^ attachec; as
Annexure-I).

In, this^Cbndection; vve Would also; iike toidraw ybur kind attention tb Securities
AppeliateiTribunarfMl^^D in tlie case of "Nectar Life; Sciences. I.td. vs. SEBI &
dtiiers;.Appeal nov lGSt)f2023 decidedlon;^ "20 Microns Limited
ys. SE^Bi;& pthers;, AppeaLnpv84|iof202§ d^^ 2023" (Copies

^bf brders^artnexed ̂ s Annexureril)^ wherein tiie ;SAi!iias Ctated that
reading^f SectiQns; ISZX?) and idl Oftfe Compan^ Regulation
17(lA):and;i^''tK (LQDRycRegulatlbnSr 2|!iS/ fcard can
apppinta person ofover 75 years ofage asdndependenbCJireCtca^ approval
by mernbers^by passing Special Resolutibtewithin 3 manthsbwhich was duly complied
with in teis case. TheiWord 'unless' in Regulation 17C1A) does not mean 'prior approval'.
This reference has been drawn down from recently concluded j udgements by Securi ties
Appellate Tribunal in which the levy of penalty was quashed.

On tlte: grbunds of the .above clarificatlpris, we-request you.^te this waiver
appliratibn^r which we: have also riiade dpaypierg bf febSjbfl^. lOiiW Charges
Of Rs. 1,800 j.e. 11,800/-, the details of which are mentioned below:

Date ' Bank Name NEFT/UTRNo. Amount Paid

13-12-2023 ; CANARABANK N EFl' Dr-P34723()286787944-

IClCOOOOKMrBSHLTD-

11,800

Therefbre, we would like to request you to kindly consider this waiver application on the
grpund of above clarifications and not initiate any aetiGhiagaihst the Company until vve
recei ve intiniation. of the decision pertaining to our waiver application.

Yours faithfully,

For Nagreeka Exports Limited .

JYdn SlNHA^^ifaa. Cil h)
BANERJEE

fyb ti Sinha Bane rj ee
Company Secretary & Compliance Officer

TRUEGOPV

,  , .'.iUM3W Office . 7. KALA BHAV.AfJ. 3. MATHaV ROAD. MUMSAl - •!00 00,4. iWDlA
Plionc :-.9l-Z2-6144?S00. fax . 51-22-23630475. E-mail; fnlo^naoreetra c.i.-n, WetisiM : is-wwnaorceki-cari
VWOKS r L/OO.It TEKAOI. VOLLAGE . YAWUJ. TALUKA ; PANHALA. OIST.: KOLHAPUH - 416 205. INDt-.

Pnonc Q231-2.144539, 7S0777B703, E-maU: hotttlcuim'asCS'naarccl'iiom
Cie ; L IS 10 nVB,i989PLC0463S7.
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INDUSTRIES LTD.

ANNEXIIRE h'^\Wea«JOTs»>'-(^j
c^^'dwrtl : ̂§l){''

, ofirRvyjfnTOrogw^iCoiublot.'iXJvriarauixOin

HCHAft -■ I liii Nfiaof; ,<55f , - KJCC' I i'J II laAj ^ ^ i : .:

Date: 18.12.2023

BSE Limited, The National Stock Exchange of India Ltd,
New Trading Ring, Exchange Plaza, Btindra-Kurla Complex,
Rotunda Building, P.J. Towers, Bandra (East),
Dalai Street, MUMBAl-400001 MUMBAI-400 051
Scrip Code: 543915 Scrip Code: PAVNAIND

Dear Sir/Madam,

Subicct-VVa!vcr application for penalty naid For non-compliancc with SEBI (LQDR) Regulations.
2015 ('Listing Regulations"') and Fines as per SEBI circular no.
SEBI/HO/CFD/PoD2/ClR/P/2023/120 dated July 11. 2023 CChapter-VlirAl-Pcnai Action for Non-
Conipliancc)

This is with reference to the email received on November 21, 2023 (Reference: NSE/LIST-
SOP/COMB/FINES/1204) from NSE and BSE (Reference: SOP-Review/Sep23-Q/2l-i 1-2023) regarding
notice for non-compliance/delayed compliance with Regulation 17(1 A) of the SEBI (LODR) Regulations,
2015. A fine had been imposed on the Company for the same by the NSE and BSE.

We have paid the following fine whose details arc mentioned below:

5 Dec 2023

NEFT Dr-ICIC0000104-BSE
LIMITED-SASNI GATEA-
N339232767976077

000000008291 05 Dec 2023 60.480.00

05 Dec 2023

NEFT Dr-IBKL0001000-NATIONAL
STOCK EXCHANGE OF INDIA
LTD-SASNI GATE A-
N339232767977551

000000008290 05 Dec 2023 60,480.00

*10%TDS has been deducted

In this regard, we would like to give the reference of the Order of the Securities Appellate Tribunal Mumbai
in tlie following cases:

1. 20 Microns Limited-Appeal N'o.84S & 846 of 2023 dated 28"' November, 2023

The Tribunal considered that Regulation 17(1 A) and 17(10) has to be read harmoniously with the
provisions of Section 152(2) and 161(1) of the Companies Act which will make it clear that a person above
tlie age of 75 years can be appointed by the board of directors. Such appointment is required to be approved
subsequently within the prescribed period by a special resolution in the next general meeting by the
members of the Company which in the instant case was done witliin tiie prescribed period.
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In view of tlie aforesaid, no penalty could have been imposed by the BSE and NSE for violation of
Regulation 17(1 A) of the LODR Regulations. In view of the aforesaid, the impugned orders cannot be
sustained and are quashed. The appeals are allowed with no order as to costs.

2. Nector Life Sciences Limited —Appeal No.l85 of 2023 dated 27"* April, 2023

In the given case, the Tribunal considered the provisions of Regulations 17(1 A) with other provisions and
held that the word "unless" as depicted in Regulation 17(1A) does not mean "prior approval" nor the
requirement of passing a special resolution was a qualificatory condition for appointment as a director.

hi view of the aforesaid, the impugned order cannot be sustained. No penalty could have been imposed for
violation of Regulation 17(1A) of the LODR Regulations. Nothing has been brought on record to indicate
violation of any provision of the Companies Act or Regulation 17(1C) of the LODR Regulations, In view
of the aforesaid, the impugned order cannot be sustained and is quashed. The appeal is allowed.

Similarly, in the our case. The Board of Directors of Company recommended for appointment of Mr.
Achyutanand Ramchandra Mishra on September 1, 2023 as an Additional-Non-Executive Independent
Director subject to the approval of the Shareholders of tlie Company through special resolution. He was
appointed as Non-Executive Independent Director by Shareholders of the Company in Annual General
Meeting held on September 29, 2023 through passing a special resolution for which a justification for
appointing him was also provided in the explanatory statement annexed to the notice of Annual General
Meeting for such motion. The said Special Resolution was passed as per Regulation 17(A) of the SEBl
(Listing Obligations and Disclosure Requirements) Regulations, 2015 on September 29, 2023 by the
shareholders of the Company in the AGM.

So, in view of tlie aforesaid order passed by the SAT, no penally could have been imposed by the BSE and
NSE for violation of Regulation 17(A) of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 as wo have complied with the said Regulation.

Wc hereby requesting you to waive of the Penalty imposed on the Company by the BSE and NSE.

The above two Orders of the SAT has been enclosed herewith for your reference.

For Pavna Industries Limited

charu singh

Charu Singh
Company Secretary & Compliance Officer
M.No. A 48257

End; As Above TRUE COPY
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