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NOMINATION, REMUNERATION AND EVALUATION POLICY 

INTRODUCTION 
 
The Company conducts its operations under the directions of the Board of Directors within 
the framework laid down by the Companies Act, 2013, the Articles of Association of the 
Company, Listing Agreement with stock exchanges, internal code of conduct and policies 
formulated by the Company for its Board of Directors and Senior Management. The 
Company’s Board of Directors is dedicated to act in good faith, exercise their judgment on 
an informed basis and in the best interest of the Company and its stakeholders. This policy 
is in compliance with the Section 178 of the Companies Act, 2013 read with rules framed 
thereto and Clause 49 of the Listing Agreement. 
 
The primary objective of the Policy is to provide a framework and set standards for their 
nomination, remuneration and evaluation of the Directors, Key Managerial Personnel and 
officials comprising the Senior Management. The Company aims to achieve a balance of 
merit, experience and skills amongst its Directors, Key Managerial Personnel and Senior 
Management. 
 
The Nomination, Remuneration and Evaluation Policy (“the Policy”) applies to the Board of 
Directors (“the Board”), Key Managerial Personnel (the “KMP”) and the Senior 
Management Personnel of Punjab Communications Limited (the “Company”). 
 
“Key Managerial Personnel” (KMP) means- 
 
(i) Chairman & Managing Director 
(ii) Company Secretary 
(iii) Whole- time Director 
(iv) Chief Financial Officer; and 
(v) Such other Officer as may be prescribed by the Board or the Central Government. 
 
The expression ‘‘senior management’’ means personnel of the company who are members 
of its core management team excluding Board of Directors comprising all members of 
management one level below the executive directors, including the functional heads. 

CONSTITUTION OF NOMINATION AND REMUNERATION COMMITTEE 

 
The Nomination and Remuneration Committee shall be constituted by the Board of 
Directors in its Meeting. The members of the Committee present at the meeting shall 
choose one amongst them to act as Chairman or appoint Chairman of the Committee. The 
Chairman of the Company may be appointed as a member of the Committee but shall not 
be a Chairman of the Committee. Minimum two members shall constitute a quorum for the 
Committee Meeting. The terms of the Committee shall be decided by the Board of 
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Directors in its meeting. The Chairman of the Nomination and Remuneration Committee 
could be present at the Annual General Meeting or may nominate some other member to 
answer the shareholder’s queries. 
 
COMMITTEE MEMBER’S INTERESTS 

 
a) A member of the Committee is not entitled to be present when his or her own 
remuneration is discussed at a meeting or when his performance is being evaluated. 
 
b) The Committee may invite such executives, as it considers appropriate, to be present at 
the meetings of the Committee. 

 
VOTING 

 
a) Matters arising for determination at the Committee Meetings shall be decided by a 
majority shall be decided by a majority of votes of Members present and voting and any 
such decision shall for all purposes be deemed a decision of the Committee. 
 
b) In the case of equality of votes, the Chairman of the meeting will have a casting vote. 

 TERMS OF REFERENCE OF THE NOMINATION AND REMUNERATION 
COMMITTEE 

 

 Identification of persons qualified to be the directors and in senior management in 

accordance with the criteria laid down. 

 Recommend to the Board appointed and removal of the directors apart from the 

nominee directors as proposed by the Government of Punjab and in the Senior 

Management. 

 Evaluation of every director’s performance. 

 Formulation of criteria for determining qualifications, positive attributes and 

independence of a director. 

 Recommendation of Remuneration policy for the directors, KMP and other employees. 

 Other Terms of Reference/ scope of Nomination and Remuneration Committee shall be 

as notified by the appropriate authority from time to time or as directed by the Board of 

Directors of the Company from time to time. 
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RESPONSIBILITIES OF THE COMMITTEE 

 

 Reviewing the structure, size and composition (including the skills, knowledge and 

experience) of the Board at least annually and making recommendations on any 

proposed changes to the Board to complement the Company’s corporate strategy, with 
the objective to diversify the Board; 

 Identifying individuals suitably qualified to be appointed as the KMPs or in the Senior 

Management of the Company; 

 Recommending to the Board on the selection of individuals nominated for directorship; 

 Making recommendations to the Board on the remuneration payable to the Directors/ 

KMPs/ Senior Officials so appointed/ reappointed; 

 Assessing the independence of independent directors; 

 Such other key issues/matters as may be referred by the Board or as may be 

necessary in view of the Listing Agreement and provisions of the Companies Act, 2013 

and rules framed thereunder; 

 To make recommendations to the Board concerning any matters relating to the 

continuation in office of any Director at any time including the suspension or termination 

of service of an Executive Director as an employee of the Company subject to the 

provision of the law and their service contract; 

 Ensure that level and composition of remuneration is reasonable and sufficient, 

relationship of remuneration to performance is clear and meets appropriate 

performance benchmarks; 

 To devise a policy on Board diversity; 

 To develop a succession plan for the Board and to regularly review the plan. 

RESPONSIBILITIES OF THE BOARD 

 
It shall be the duty of the Chairman of the Board, who shall be supported by the Company 
Secretary to organize the evaluation process and accordingly conclude the steps required 
to be taken. The evaluation process will be used constructively as a system to improve the 
directors’ and committees’ effectiveness, to maximize their strength and to tackle their 
shortcomings. 
The Board of Directors shall undertake the following activities on an annual basis: 
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 The Chairman of the Company shall meet with each and every director individually to 
discuss his/ her performance throughout the year. 

 
2. Review performance evaluation reports submitted by the Chairperson of various 

committees along with their suggestions on improving the effectiveness of the 
committee. Also, the requirement of establishing any new committees shall be reviewed 
by the Board on an annual basis. 

 
3. Review the various strategies of the Company and accordingly set the performance 

objectives for directors, in consistency with varying nature and requirements of 
Company’s business. 

 
4. The Board as a whole shall discuss and analyze its own performance during the year 

together with suggestions for improvement thereon, pursuant to the performance 
objectives. 

 
In conformity with the requirements of the Act, the performance evaluation of independent 
directors shall be done by the entire Board of Directors, excluding the director being 
evaluated. 

RESPONSIBILITIES OF INDPENDENT DIRECTORS 
 
In pursuance of the Companies Act, 2013 and rules framed and notified thereunder read 
with the amendments in the Listing Agreement as notified on 17th April, 2014, the ambit of 
roles and responsibilities of Independent Directors has widened. The following roles, 
responsibilities and duties have been duly incorporated so far: 
 
1. Limit on number of directorships  
 
a. A person shall not serve as an independent director in more than seven listed 
companies.  
 
b. Further, any person who is serving as a whole time director in any listed company shall 
serve as an independent director in not more than three listed companies.  
 
2. 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 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. 

 
3. Qualifications of independent director.- An independent director shall possess 

appropriate skills, experience and knowledge in one or more fields of finance, law, 
management, sales, marketing, administration, research, corporate governance, 
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technical operations or other disciplines related to the company’s business. 
 
4. Guidelines of professional conduct: 
 
An independent director shall: 
 
(a) uphold ethical standards of integrity and probity; 

 
(b) act objectively and constructively while exercising his duties; 

 
(c) exercise his responsibilities in a bona fide manner in the interest of the company; 

 
(d) devote sufficient time and attention to his professional obligations for informed and 
balanced decision making; 

 
(e) not allow any extraneous considerations that will vitiate his exercise of objective 
independent judgment in the paramount interest of the company as a whole, while 
concurring in or dissenting from the collective judgment of the Board in its decision making; 

 
(f) not abuse his position to the detriment of the company or its shareholders or for the 
purpose of gaining direct or indirect personal advantage or advantage for any associated 
person; 

 
(g) refrain from any action that would lead to loss of his independence; 

 
(h) where circumstances arise which make an independent director lose his independence, 
the independent director must immediately inform the Board accordingly; 

 
(i) assist the company in implementing the best corporate governance practices. 

 
5. Role and functions: 
 
The independent directors shall: 
 
(a) help in bringing an independent judgment to bear on the Board’s deliberations 
especially on issues of strategy, performance, risk management, resources, key 
appointments and standards of conduct; 

 
(b) bring an objective view in the evaluation of the performance of board and management; 

 
(c) scrutinise the performance of management in meeting agreed goals and objectives and 
monitor the reporting of performance; 
(d) satisfy themselves on the integrity of financial information and that financial controls 
and the systems of risk management are robust and defensible; 
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(e) safeguard the interests of all stakeholders, particularly the minority shareholders; 
 

(f) balance the conflicting interest of the stakeholders; 
 

(g) determine appropriate levels of remuneration of executive directors, key managerial 
personnel and senior management and have a prime role in appointing and where 
necessary recommend removal of executive directors, key managerial personnel and 
senior management; 

 
(h) moderate and arbitrate in the interest of the company as a whole, in situations of 
conflict between management and shareholder’s interest. 
 
6. Duties : 
 
The independent directors shall : 
 
(a) undertake appropriate induction and regularly update and refresh their skills, 
knowledge and familiarity with the company; 
 
(b) seek appropriate clarification or amplification of information and, where necessary, take 
and follow appropriate professional advice and opinion of outside experts at the expense of 
the company; 
 
(c) strive to attend all meetings of the Board of Directors and of the Board committees of 
which he is a member; 
 
(d) participate constructively and actively in the committees of the Board in which they are 
chairpersons or members; 
 
(e) strive to attend the general meetings of the company; 
 
(f) where they have concerns about the running of the company or a proposed action, 
ensure that these are addressed by the Board and, to the extent that they are not resolved, 
insist that their concerns are recorded in the minutes of the Board meeting; 
 
(g) keep themselves well informed about the company and the external environment in 
which it operates; 
 
(h) not to unfairly obstruct the functioning of an otherwise proper Board or committee of the 
Board; 
 
(i) pay sufficient attention and ensure that adequate deliberations are held before 
approving related party transactions and assure themselves that the same are in the 
interest of the company; 
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(j) ascertain and ensure that the company has an adequate and functional vigil mechanism 
and to ensure that the interests of a person who uses such mechanism are not prejudicially 
affected on account of such use; 
 
(k) report concerns about unethical behaviour, actual or suspected fraud or violation of the 
company’s code of conduct or ethics policy; 
 
(l) acting within his authority, assist in protecting the legitimate interests of the company, 
shareholders and its employees; 
 
(m) not disclose confidential information, including commercial secrets, technologies, 
advertising and sales promotion plans, unpublished price sensitive information, unless 
such disclosure is expressly approved by the Board or required by law. 
 
7. Seperate meetings: 
 
(a) 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; 
 
(b) All the independent directors of the company shall strive to be present at such meeting; 
 
(c) The meeting shall: 
 
(i) review the performance of non-independent directors and the Board as a whole; 

 
(ii) review the performance of the Chairperson of the company, taking into account the 
views of executive directors and non-executive directors; 

 
(iii) 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. 

 
8. Evaluation mechanism: 
 
(a) The Nomination Committee shall lay down the evaluation criteria for performance 
evaluation of independent directors.  
 
(b) The company shall disclose the criteria for performance evaluation, as laid down by the 
Nomination Committee, in its Annual Report.  
 
(c) The performance evaluation of independent directors shall be done by the entire Board 
of Directors, excluding the director being evaluated. 
 
(d) 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. 
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9. Training of Independent Directors  
 
(a) The company shall provide suitable training to independent directors to familiarize them 
with the company, their roles, rights, responsibilities in the company, nature of the industry 
in which the company operates, business model of the company, etc.  
 
(b) The details of such training imparted shall be disclosed in the Annual Report.  

APPOINTMENT OF DIRECTORS/ KMPs/ SENIOR OFFICIALS 
 
1. Enhancing the competencies of the Board and attracting as well as retaining talented 

employees for role of KMP/ a level below KMP are the basis for the Nomination and 
Remuneration Committee to select a candidate for appointment to the Board. When 
recommending a candidate for appointment (except for Nominee Directors), the 
Nomination and Remuneration Committee has regard to: 

 
 assessing the appointee against a range of criteria which includes but not be limited to 

qualifications, skills, regional and industry experience, background and other qualities 

required to operate successfully in the position, with due regard for the benefits from 

diversifying the Board, 

 

 the extent to which the appointee is likely to contribute to the overall effectiveness of 

the Board, work constructively with the existing directors and enhance the efficiencies 

of the Company, 

 

 the skills and experience that the appointee brings to the role of KMP/ Senior Official 

and how an appointee will enhance the skill sets and experience of the Board as a 

whole, 

 

 the nature of existing positions held by the appointee including directorships or other 

relationships and the impact they may have on the appointee’s ability to exercise 
independent judgment, 

 

 

 

2. Personal Specifications: 
 Degree holder in relevant disciplines, 

 
 Experience of management in a diverse organization, 

 
 Excellent interpersonal, communication and representational skills, 
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 Demonstrable leadership skills 
 

 Commitment to high standards of ethics, personal integrity and probity, 
 

 Commitment to the promotion of equal opportunities, community cohesion and  
       health and safety in the workplace, 

 
 Having continuous professional development to refresh knowledge and skills. 
 
For details of the personal specifications refer to Annexure 1. 

 
3. Letters of Appointment: 
 
Each Director/ KMP/ Senior Officials is required to sign the letter of appointment with the 
Company containing the terms of appointment and the role assigned in the Company. 
 
4. Remuneration of Directors, Key Managerial Personnel and Senior Management: 
 
The remuneration package and compensation for Directors, KMPs and Senior Officials 
shall be determined as per the service rules of the Company and the limits and statutory 
requirements as prescribed under the Companies Act, 2013 from time to time. 

EVALUATION FACTORS: 
 

The Board of Directors shall pay regards to the following parameters for the purpose of 
evaluating the performance of a particular director. 

 
In respect of each of the evaluation factors, various aspects have been provided to assist 
with the evaluation process in respect of performance of independent directors, non- 
independent directors, other employees of the Company and Committees of Directors 
separately, as such, evaluation factors may vary in accordance with their respective 
functions and duties. 
 
 
 
 
 
 

Rating Scale 
 

Scale Performance 

5 Excellent 
4 Good 
3 Satisfactory 
2 Needs Improvement 
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1 Unacceptable 

 
 
INDEPENDENT DIRECTORS 

Overall Rating 
 

 Compliance with Articles of Association, Companies Act & other laws 

 Compliance with ethical standards & code of conduct of the Company 

 Assistance in implementing Corporate Governance practices 

 Rendering independent, unbiased opinion 

 Attendance & presence in General Meetings 

 Leadership Qualities 

 Qualifications 

 Disclosure of non-independence, if exists 

 Independent view on key appointments & Strategy Formulation 

 Objective evaluation of Board’s performance 

 Review of integrity of financial information & risk management 

 Safeguard of stakeholders’ interests 

 Appointment & Removal of KMPs 

 Determination of level of remuneration of KMPs 

 Updation of skills & knowledge 

 Punctuality 

 Information regarding external environment 

 Seeking expert opinion, when required 

 Raising of concerns to the Board 

 Safeguarding interest of whistle- blowers under Vigil Mechanism 

 Reporting of Frauds, violations etc. 

 Team work attributes 

 Safeguard of confidential information 

 
 
 

 
NON- INDPENDENT DIRECTORS/ EXECUTIVE DIRECTORS 

Overall Rating 
 

 Compliance with Article of Association, Companies Act & other laws 

 Strategic Planning- Financial & Business 

 Monitoring performance against plans 

 Compliance with ethical standards & code of conduct 

 Exercising duties diligently 
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 Qualifications 

 Punctuality 

 Disclosure of Interest 

 Leadership skills 

 Motivating employees, providing assistance & directions 

 Establishment of internal control processes 

 Communication skills 

 Attendance & presence in meetings of Board & Committees 

 Attendance of General Meetings 

 Team work attributes 

 Monitoring policies, encouraging suggestions 

 Safeguard of confidential information 

 

COMMITTEES OF BOARD 
 
The Board has constituted the following committees: 
 
1. Audit Committee 
2. Nomination & Remuneration Committee 
3. Stakeholder’s Relationship Committee 
 
For evaluating the performance of each committee, the Board of Directors shall pay 
regards to the following aspects:  

 
Overall Rating 

 
 Compliance with Articles of Association, Companies Act & other laws 

 Compliance with ethical standards & Code of Conduct of the Company 

 Committee’s accomplishments w.r.t. performance objectives 

 Adherence to Articles of Association, Companies Act and other applicable laws 

 Redressal of complaints & grievances 

 Coordination with other committees and Board of Directors 

 Fulfillment of roles & responsibilities 

 Adherence to Company’s policies and internal procedures 

REVIEW 

 
Subject to the approval of the Board of Directors, the “Nomination and Remuneration 
Committee” reserves its right to review and amend this policy, if required, to ascertain the 
appropriateness as per the needs of the Company. The Policy may be amended by 
passing a resolution at a meeting of the Nomination and Remuneration Committee and a 
subsequent approval by the Board of directors in their Board Meeting. 
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DISCLOSURE 

 
In accordance with the requirement under the Act, disclosure regarding the manner in 
which the performance evaluation has been done by the Board of Directors of its own 
performance, performance of various committees of Directors and individual directors’ 
performance will be made by the Board of Directors in the Board’s Report. Further, the 
Board’s Report containing such statement will be made available for the review of 
shareholders at the General Meeting of the Company. 
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Annexure- 1 
 
Personal Specifications for Directors: 
 
1. Qualifications 
 

 Degree holder in relevant disciplines (e.g. management, accountancy, legal); or 
 Recognised specialist 

 
2. Experience 
 

 Experience of management in a diverse organization 
 Experience in accounting and finance, administration, corporate and strategic  

     planning or fund management 
 Demonstrable ability to work effectively with a Board of Directors 

 
3. Skills 
 

 Excellent interpersonal, communication and representational skills 
 Demonstrable leadership skills 
 Extensive team building and management skills 
 Strong influencing and negotiating skills 
 Having continuous professional development to refresh knowledge and skills 

 
4. Abilities and Attributes 
 

 Commitment to high standards of ethics, personal integrity and probity 
 Commitment to the promotion of equal opportunities, community cohesion and  

   health and safety in the workplace 
 
5. Political inclinations and opinions. 
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“Mechanism for Performance Evaluation of Directors” 
(Legal Framework) 

 
In the endeavor to safeguard the interest of public at large, the Companies Act, 2013 (‘the 
Act’) provides that the performance of the Board of Directors of Listed Companies and 
prescribed class of companies must be reviewed regularly against appropriate measures. 
For this purpose, the Nomination and Remuneration Committee of a Company has been 
obliged under Section 178 of the Act to formulate a draft policy for recommending it to the 
Board of Directors of the Company, setting the criteria, based on which the performance of 
each and every director including the performance of the Board as a whole shall be 
assessed by the Board of Directors of the Company. Based on such performance 
evaluation, remuneration of directors, KMPs and employees shall be determined. Such an 
evaluation procedure will provide a fine system of checks and balances on the 
performance of the Directors and will ensure that they exercise their powers in a rational 
manner. Relevant extracts of Section 178 of the Act reads as: 
 
Section 178 of the Companies Act, 2013 
 
(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: 
 
Provided that the chairperson of the company (whether executive or non-executive) may 
be appointed as a member of the Nomination and Remuneration Committee but shall not 
chair such Committee. 
 
(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. 
 
(3) The Nomination and Remuneration Committee shall formulate the criteria for 
determining qualifications, positive attributes and independence of a director and 
recommend to the Board a 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 
sub-section (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 
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(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. 
 
(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 non-executive 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. 
 
(7) The chairperson of each of the committees constituted under this section or, in his 
absence, any other member of the committee authorised by him in this behalf shall attend 
the general meetings of the company. 
 
(8) In case of any contravention of the provisions of section 177 and this section, the 
company shall be punishable with fine which shall not be less than one lakh rupees but 
which may extend to five lakh rupees and every officer of the company who is in default 
shall be punishable with imprisonment for a term which may extend to one year or with fine 
which shall not be less than twenty-five thousand rupees but which may extend to one lakh 
rupees, or with both: 
 
Provided that non-consideration of resolution of any grievance by the Stakeholders 
Relationship Committee in good faith shall not constitute a contravention of this section. 
 
Explanation.—The expression ‘‘senior management’’ means personnel of the company 
who are members of its core management team excluding Board of Directors comprising 
all members of management one level below the executive directors, including the 
functional heads. 
 
As per Rule 6 of Companies (Meeting of Board and its Powers) Rules, 2014, the Board of 
Directors of following classes of Companies shall constitute a Nomination and 
Remuneration Committee: 
 
Committees of the Board.- The Board of directors of every listed companies and the 
following classes of companies shall constitute an Audit Committee and a Nomination and 
Remuneration Committee of the Board-  
 
(i) all public companies with a paid up capital of ten crore rupees or more;  
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(ii) all public companies having turnover of one hundred crore rupees or more;  
 
(iii) all public companies, having in aggregate, outstanding loans or borrowings or 
debentures or deposits exceeding fifty crore rupees or more.  
 
Explanation.- The paid up share capital or turnover or outstanding loans, or borrowings or 
debentures or deposits, as the case may be, as existing on the date of last audited 
Financial Statements shall be taken into account for the purposes of this rule. 
 
The Act, under Clause VIII of schedule IV, casts an obligation on the part of the Board of 
Directors for evaluating the performance of independent directors. All the Directors on the 
Board of a Company, except the independent director whose performance is being 
evaluated, will assess the performance of independent director. Accordingly, a report of 
performance evaluation of each independent director of the Company would be prepared, 
which would determine whether to extend or continue the term of appointment of the 
concerned independent director or not.  
 

SCHEDULE IV 
[See section 149(8)] 

CODE FOR INDEPENDENT DIRECTORS 
 

The Code is a guide to professional conduct for independent directors. Adherence to these 
standards by independent directors and fulfilment of their responsibilities in a professional 
and faithful manner will promote confidence of the investment community, particularly 
minority shareholders, regulators and companies in the institution of independent directors. 
 
I. Guidelines of professional conduct: 
 
An independent director shall: 
 
(1) uphold ethical standards of integrity and probity; 
 
(2) act objectively and constructively while exercising his duties; 
 
(3) exercise his responsibilities in a bona fide manner in the interest of the company; 

 
(4) devote sufficient time and attention to his professional obligations for informed and 
balanced decision making; 

 
(5) not allow any extraneous considerations that will vitiate his exercise of objective 
independent judgment in the paramount interest of the company as a whole, while 
concurring in or dissenting from the collective judgment of the Board in its decision making; 
(6) not abuse his position to the detriment of the company or its shareholders or for the 
purpose of gaining direct or indirect personal advantage or advantage for any associated 
person; 
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(7) refrain from any action that would lead to loss of his independence; 

 
(8) where circumstances arise which make an independent director lose his independence, 
the independent director must immediately inform the Board accordingly; 

 
(9) assist the company in implementing the best corporate governance practices. 

 
II. Role and functions: 
 
The independent directors shall: 

 
(1) help in bringing an independent judgment to bear on the Board’s deliberations 
especially on issues of strategy, performance, risk management, resources, key 
appointments and standards of conduct; 

 
(2) bring an objective view in the evaluation of the performance of board and management; 

 
(3) scrutinise the performance of management in meeting agreed goals and objectives and 
monitor the reporting of performance; 

 
(4) satisfy themselves on the integrity of financial information and that financial controls 
and the systems of risk management are robust and defensible; 

 
(5) safeguard the interests of all stakeholders, particularly the minority shareholders; 

 
(6) balance the conflicting interest of the stakeholders; 

 
(7) determine appropriate levels of remuneration of executive directors, key managerial 
personnel and senior management and have a prime role in appointing and where 
necessary recommend removal of executive directors, key managerial personnel and 
senior management; 

 
(8) moderate and arbitrate in the interest of the company as a whole, in situations of 
conflict between management and shareholder’s interest. 

 
III. Duties : 
 
The independent directors shall : 

 
(1) undertake appropriate induction and regularly update and refresh their skills, 
knowledge and familiarity with the company; 

 
(2) seek appropriate clarification or amplification of information and, where necessary, take 
and follow appropriate professional advice and opinion of outside experts at the expense of 
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the company; 
 

(3) strive to attend all meetings of the Board of Directors and of the Board committees of 
which he is a member; 

 
(4) participate constructively and actively in the committees of the Board in which they are 
chairpersons or members; 

 
(5) strive to attend the general meetings of the company; 

 
(6) where they have concerns about the running of the company or a proposed action, 
ensure that these are addressed by the Board and, to the extent that they are not resolved, 
insist that their concerns are recorded in the minutes of the Board meeting; 

 
(7) keep themselves well informed about the company and the external environment in 
which it operates; 

 
(8) not to unfairly obstruct the functioning of an otherwise proper Board or committee of the 
Board; 

 
(9) pay sufficient attention and ensure that adequate deliberations are held before 
approving related party transactions and assure themselves that the same are in the 
interest of the company; 

 
(10) ascertain and ensure that the company has an adequate and functional vigil 
mechanism and to ensure that the interests of a person who uses such mechanism are not 
prejudicially affected on account of such use; 

 
(11) report concerns about unethical behaviour, actual or suspected fraud or violation of 
the company’s code of conduct or ethics policy; 

 
(12) acting within his authority, assist in protecting the legitimate interests of the company, 
shareholders and its employees; 

 
(13) not disclose confidential information, including commercial secrets, technologies, 
advertising and sales promotion plans, unpublished price sensitive information, unless 
such disclosure is expressly approved by the Board or required by law. 

 
 
 

IV. Manner of appointment: 
 
(1) Appointment process of independent dir ectors shall be independent of the company 
management; while selecting independent directors the Board shall ensure that there is 
appropriate balance of skills, experience and knowledge in the Board so as to enable the 



 
PADAM COTTON YARNS LIMITED 

REGISTERED OFFICE 196, OPPOSITE RED CROSS MARKET 
KARNAL-132001 

 

Board to discharge its functions and duties effectively. 
 

(2) The appointment of independent director(s) of the company shall be approved at the 
meeting of the shareholders. 

 
(3) The explanatory statement attached to the notice of the meeting for approving the 
appointment 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. 

 
(4) The appointment of independent directors shall be formalised through a letter of 
appointment, which shall set out : 

 
(a) the term of appointment; 

 
(b) the expectation of the Board from the appointed director; the Board-level committee(s) 
in which the director is expected to serve and its tasks; 

 
(c) the fiduciary duties that come with such an appointment along with accompanying 
liabilities; 

 
(d) provision for Directors and Officers (D and O) insurance, if any; 

 
(e) the Code of Business Ethics that the company expects its directors and employees to 
follow; 

 
(f) the list of actions that a director should not do while functioning as such in the company; 
and 

 
(g) the remuneration, mentioning periodic fees, reimbursement of expenses for 
participation in the Boards and other meetings and profit related commission,if any. 
 
(5) The terms and conditions of appointment of independent directors shall be open for 
inspection at the registered office of the company by any member during normal business 
hours. 

 
(6) The terms and conditions of appointment of independent directors shall also be posted 
on the company’s website. 
V. Re-appointment: 
 
The re-appointment of independent director shall be on the basis of report of performance 
evaluation. 

 
VI. Resignation or removal: 
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(1) The resignation or removal of an independent director shall be in the same manner as 
is provided in sections 168 and 169 of the Act. 

 
(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. 
(3) Where the company fulfils the requirement of independent directors in its Board even 
without filling the vacancy created by such resignation or removal, as the case may be, the 
requirement of replacement by a new independent director shall not apply. 
 
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) 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 
views 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. 
(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.  
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