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1. Introduction 

 

PHF Leasing limited recognizes its role as a corporate citizen and endeavors to adopt the best 
practices and the highest standards of Corporate Governance through transparency in business 
ethics, accountability to its customers, government and other shareholders. The company 
activities are carried out in accordance with good corporate practices and the company is 
constantly striving to better them and adopt the best practices. The Nomination and 
Remuneration policy seeks to document in a comprehensive manner the practices and 
procedures to be followed by the company for appointment of directors and other applicable 
employees and a policy for their remuneration/ compensation. 

 

The objective of the Nomination and remuneration policy (NRC Policy) is to regulate the 
appointment and remuneration of Directors (including Independent Directors), Key Managerial 
Personnel (KMP), Material Risk Taker and other employees as per the criteria formulated by the 
Nomination and Remuneration Committee of the Board under the requirement of the 
Companies Act, 2013 (referred to as “Act”) read with Schedule V and applicable Rules and 
Regulations under the Act, Securities and Exchange Board of India (SEBI) Listing Obligations and 
Disclosure Requirements) Regulations, 2015 “Listing regulations” as amended time to time, to 
the extent applicable and Reserve Bank of India (RBI) as per directions issued under 
RBI/DNBR/2016-17/45 Master Direction DNBR.PD.008/03.10.119/2016-17 dated September 01, 
2016  

Further RBI came out with scale based regulations vide notification no. RBI/2021-22/112 
DOR.CRE.REC.No.60/03.10.001/2021-22  dated October 22,2021 to provide appointment and 
remuneration of Directors and KMPs. The NRC policy shall regulate the same and as may be 
notified by RBI from time to time. 

 

2. Objectives 
 

The key objectives of this policy includes: 

 Ensure compliance with applicable laws, rules and regulations as well as ‘Fit and 
Proper criteria’ of directors before their appointment 

 Institutionalize a mechanism for the appointment/ removal/ dismissal of directors and 
lay down selection criteria for appointment of director 

 Formulate criteria for determining qualifications, positive attributes and 
independence of directors 

 Formulate criteria for determining qualifications, positive attributes for the 
appointment, Retention, motivation and promote talent and to ensure long term 
sustainability of KMP. 

 Devise a policy on Board diversity 
 Develop and regularly review succession plan for the Board 
 Formulate the criteria for evaluation of performance of all the Directors on the Board 
 Establish standards on compensation/ remuneration including fixed and variable, 

which are in alignment with the applicable rules and regulations and is based on the 
trends and practices of remuneration prevailing in the industry 

 Define internal guidelines for payment of perquisites to the directors and KMP. 

 



 

 

 

 
3. DEFINITION:  
Words and expressions used and not defined in this policy but defined in any act applicable on     
the Company shall have the meanings respectively assigned to them in those Acts. 

 

3.1 Annual Business Plan shall include the business strategy, applicable accounting policies 
(including provisioning policies), project details including but not limited to project costs, 
means of finance, projected financial statements (including profit & loss account, balance 
sheet and cash flow statements) for the on-going Financial Year as well as to the extent 
possible, the subsequent two Financial Years, and would form the basis of management of 
the Business of the Company until such time that the same is duly updated / revised with the 
consent of the Board in terms of this Agreement. Such plan may be revised by the Board 
during a particular Financial Year in light of business exigencies and once such plan is revised 
then such revised plan shall be treated as the “Annual Business Plan”. 

 
3.2 "Board of Directors" or "Board", in relation to the company, means the collective body of the 

Directors of the Company; 
3.3 "Chief Financial Officer (CFO)" means a person appointed as the Chief Financial Officer of the 

Company; 
3.4 CxO means and includes Chief Operating Officer, Chief Technology Officer, Chief Human 

Resource Officer, Chief Risk Officer, Chief Information Officer, Chief Compliance Officer, Chief 
Business Officer and other designations reporting to Managing Director & CEO as being defined 
under this category by the NRC time to time. 

3.5 "Company Secretary (CS)" or "Secretary" means a company secretary as defined in clause (c) of 
sub-section (1) of section 2 of the Company Secretaries Act, 1980 (56 of 1980) who is appointed 
by the Company to perform the functions of a company secretary under this Act; 

3.6 “Compensation Policy” compensation policy means policy for providing compensation to 
Employees of the Company in the manner prescribed in Annexure – I  

3.7 “Competent Authority” under this policy means the Appointing Authority or any person(s) who 
has been delegated by the Board or any Committee of Board or Managing Director & Chief 
Executive Officer (MD & CEO) the powers to exercise any rights under this policy, for any 
employee(s) or class of employees. 

3.8 "Director" means a director appointed to the Board of the Company collectively referred to as 
“Director”; 

3.9 ”Employee” means an employee who is on the rolls of the Company and holding Employee ID 
but would not include persons engaged directly or indirectly in the organization as under: 

 
i. Apprentice or Trainee by whatever name called 
ii.Contractual or Retainer ship  
iii.Temporary or Adhoc  
iv.Employees of the Contractor or under Outsourcing arrangement  

 
3.10 "Employees' Stock Option (ESOP)/ Share-linked Instruments" means the option given to 

the directors, officers or employees of the Company which gives such directors, officers or 
employees, the benefit or right to purchase, or to subscribe for, the shares of the Company at a 
future date at a pre-determined price as per the duly approved ESOP Policy under the provisions 
of Companies Act, 2013 or under any other law for the time being in force. 

3.11  "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;  
(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 three immediately preceding financial years or during the 
current financial year;  
(v) none of whose relatives—  
(A) is holding securities of or interest in the listed entity, its holding, subsidiary or associate 
company during the three immediately preceding financial years or during the current financial 
year of face value in excess of fifty lakh rupees or two percent of the paid-up capital of the listed 
entity, its holding, subsidiary or associate company, respectively, or such higher sum as may be 
specified;  
(B) is indebted to the listed entity, its holding, subsidiary or associate company or their promoters 
or directors, in excess of such amount as may be specified during the three immediately 
preceding financial years or during the current financial year;  
(C) has given a guarantee or provided any security in connection with the indebtedness of any 
third person to the listed entity, its holding, subsidiary or associate company or their promoters 
or directors, for such amount as may be specified during the three immediately preceding 
financial years or during the current financial year; or  
(D) has any other pecuniary transaction or relationship with the listed entity, its holding, 
subsidiary or associate company amounting to two percent or more of its gross turnover or total 
income: Provided that the pecuniary relationship or transaction with the listed entity, its holding, 
subsidiary or associate company or their promoters, or directors in relation to points (A) to (D) 
above shall not exceed two percent of its gross turnover or total income or fifty lakh rupees or 
such higher amount as may be specified from time to time, whichever is lower.  
(vi) who, neither himself/herself, 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 or any company belonging to the 
promoter group of the listed entity, in any of the three financial years immediately preceding the 
financial year in which he is proposed to be appointed: Provided that in case of a relative, who is 
an employee other than key managerial personnel, the restriction under this clause shall not 
apply for his / her employment.  
(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 nonprofit 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.  
(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:  



 

 

 

Explanation- In case of a ‘high value debt listed entity’:  
(a) which is a body corporate, mandated to constitute its board of directors in a specific manner 
in accordance with the law under which it is established, the non- executive directors on its board 
shall be treated as independent directors;  
(b) which is a Trust, mandated to constitute its ‘board of trustees’ in accordance with the law 
under which it is established, the non-employee trustees on its board shall be treated as 
independent directors. 
 
3.12 "Key Managerial Personnel (KMP)", in relation to the Company, means— 

i. the Managing Director & Chief Executive Officer (MD & CEO); 
ii. the Whole-Time Director; 
iii. the Company Secretary; 
iv. the Chief Financial Officer; 
v. the CxO 
vi. such other officer, not more than one level below the Directors who is in whole-

time employment, designated as key managerial personnel by the NRC or Board; 
and such other officer as may be prescribed by the Board from time to time; 

vii. persons having authority and responsibility for planning, directing and controlling 
the activities of the entity, directly or indirectly, including any director (whether 
executive or otherwise) of that entity (Ind AS 24).  

3.13 "Managing Director & Chief Executive Officer (MD & CEO)" means a Director who, by 
virtue of the Articles of the Company or an agreement with the Company or a resolution 
passed in its general meeting, or by its Board of Directors, is entrusted with substantial 
powers of the management of the affairs of the Company and includes a Director occupying 
the position of the Managing Director & Chief Executive Officer (MD & CEO), by whatever 
name called. 

3.14 “Material Risk Takers (MRT)” means as identified under this policy and also includes 
senior officers as prescribed by Reserve Bank of India (other than Board of Directors) and 
employees designated as Business Head, State Head, Zonal Head, Regional Head in the 
Operations, Credit, Human Resource, and Collection Department and Head of Departments 
of other departments. 

3.15 “Nomination and Remuneration Committee (NRC)” means Nomination and 
Remuneration   Committee of the Board. 

3.16 “Policy” means the Nomination & Remuneration Policy of the Company. 
3.17 “Relative” means Means a relative as defined under the Companies Act, 2013 and 

includes anyone who is related in any of the following manner – 

a. Members of a Hindu undivided family 
b. Husband or wife 
c. Father (including step-father) 
d. Mother (including step-mother) 
e. Son (including step-son) 
f. Son’s wife 
g. Daughter 
h. Daughter’s husband 
i. Brother (including step-brother) or 
j. Sister (including step-sister). 

3.16 “Shareholders’ Agreements”: shall mean as may be executed by the Company with 
different investors from time to time  



 

 

 

3.17 "Whole-Time Director (WTD)" includes a director in the whole-time employment of the 
Company; 

 

4. Applicability 
 
All new appointments made in the Board of Directors and KMP will be covered under this policy. 
Further, it also covers the remuneration of all existing and new directors as well as KMP. 
 
The policy shall be applicable to the following: 

(i) Directors 
(ii) Applicable Employees prescribed as under: 

a. Key Managerial Personnel 
b. Material Risk Takers 
c. Other Employees as may be specified by the NRC  

 
5.  Authority to Regulate & Constitution of NRC 

 
The Nomination and Remuneration Committee (NRC) shall be the supreme authority to 
implement the objectives of the Policy. The NRC shall work under the overall supervision of the 
Board of Directors and shall implement the directions given by the Board from time to time. NRC 
will implement all the directions, guidelines, rules as may be laid down by RBI, SEBI, Companies 
Act 2013, Shareholders Agreements or under any other law for the time being in force.  
 
Constitution of the Committee 
 
The Board of directors of the Company shall constitute a Nomination and Remuneration 
Committee (NRC) of the Board. In case there would be an existing committee then that 
committee would be considered for taking all the decisions or otherwise new committee would 
be constituted as per the provisions of the Companies Act, 2013. 
 
The Constitution of the committee shall as per the extent law shall consist of three non-executive 
directors out of which two shall be the Independent Director. The Chairman of the Committee 
shall be an Independent Director. The Board may change the constitution as may be amended 
from time to time keeping in view the Governance standards or in line with the regulatory 
requirements.  
 

 
6.  Role and Powers of NRC 

 

  The role and powers of the NRC, inter alia includes: 

 

(i) To formulate and advise the board for determining qualifications, positive attributes and 

independence of Directors and applicable employees and recommend to the Board a 

policy, relating to the remuneration for the Directors, applicable employees after ensuring 

that- 

a. the level and composition of remuneration is reasonable and sufficient to attract, 

retain and motivate Directors and applicable employees 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 and applicable employees 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. 

(ii) To identify persons who are qualified to become Directors and recommend the 

reappointment of Directors, if they are qualified and fit to be reappointed. 

(iii)  To identify who may be appointed or removed as KMP and applicable employees in 

accordance with the requirement of the company and further recommend to the Board 

wherever required as per law for their appointment/ removal. 

(iv) To formulate the criteria for evaluation of performance of Independent Directors and the 

Board of Directors. 

(v) To carry out evaluation of every Director’s performance. 

(vi) To formulate and determine criteria for evaluation of performance of applicable employees 

and carry out such evaluation 

(vii) To determine 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. 

(viii) To advise the Board from time to time on Board diversity as per the requirement of the 

company or laws in force. 

(ix) Formulation of succession policy for Key Managerial Personnel and Material Risk Taker 

Personnel. 

(x) To carry out all such functions as may be required by the regulators including but not limited 

to  

a. Granting loans and advances to directors, their relatives and to entities where directors 
or their relatives have major shareholding.  

b. Granting loans and advances to applicable employees of the Company. 
c. Carry out such other functions as may be required by the Board from time to time.  

 

7. Appointment of Directors/ Managing Director/ Whole Time Director 

7.1 Board of Directors 

 
(i) The Board of Directors shall be responsible to ensure a transparent nomination process to 

the board of directors with the diversity of thought, experience, knowledge, perspective 
and gender in the Board 

(ii) The Nomination and Remuneration Committee of the Company shall identify persons who 
are qualified to become directors in accordance with the applicable regulatory norms. 

(iii) Composition: The Company shall have a Board of Directors consisting of individuals as 
Directors and shall have a minimum of three directors and maximum of fifteen directors 
with at least one woman director. Considering the need for professional experience in 
managing the affairs of NBFCs, at least one of the directors shall have relevant experience 
of having worked in a bank/ NBFC. The Board of Directors of the company shall have an 
optimum combination of executive, non-executive and Independent directors.  

(iv) Appointment Criteria : In evaluating the suitability of individual Board member, the 
company shall take into account the following criteria regarding qualifications, positive 
attributes and independence of director: 

a. All Board appointments will be based on merit, in the context of the skills, experience, 

independence and knowledge, for the Board as a whole to be effective. 



 

 

 

b. Ability of the candidates to devote sufficient time and attention to his professional 

obligations as Director for informed and balanced decision making. 
c. Adherence to the Code of Conduct and highest level of Corporate Governance in letter 

and in spirit by the Directors. 
 

d.    Based on recommendation of the NRC, the Board will evaluate the candidate(s) and 
decide on the selection of the appropriate member. The Board through the Chairman/ 
any other Director and Company Secretary will interact with the new member to obtain 
his/her consent for joining the Board. Upon receipt of the consent, the new Director 
will be co-opted by the Board in accordance with the applicable provisions of the Act as 
well as SEBI Listing Regulations. The Company Secretary shall ensure that approval of 
shareholders for appointment of a person on the Board of Directors if required, is taken 
at the next general meeting from the date of appointment or in such other manner as 
may be permitted under the applicable law. 

 
e. The NRC must ensure that ‘fit and proper’ criteria as prescribed by RBI has been followed 

by company and shall ensure:  
i. The Board of Directors of the Company while nominating/ co-opting directors should 

be guided by certain broad 'fit and proper’ norms for directors, viz. formal 
qualification, experience, track record, integrity etc. For assessing integrity and 
suitability features like criminal records, financial position, civil actions initiated to 
pursue personal debts, refusal of admission to or expulsion from professional bodies, 
sanctions applied by regulators or similar bodies, previous questionable business 
practices etc should be considered. The Board of Directors may, therefore, evolve 
appropriate systems for ensuring ‘fit and proper’ norms for directors, which may 
include calling for information by way of self-declaration, verification reports from 
market, etc. 

ii. The candidate should normally be a graduate (which can be relaxed while selecting 
directors for the categories of farmers, depositors, Investors, artisans, etc.). 

iii. The upper age limit for CEO & MD and other Whole Time Directors (WTDs) of the 
Company should be as per the laws in force.  

iv. He / she should not be a Member of Parliament / Member of Legislative Assembly / 
Member of Legislative Council. 

(v) Disqualifications and Restrictions: The Company shall not employ any person as a Director 

 Who is, or at any time has been adjudicated insolvent, 
 Or has suspended payment or has compounded with his creditors in case of wilful default, 
 Or who is, or has been, convicted by a criminal court of an offence involving moral 

turpitude 
 

7.2 Independent Director 

 
(i) 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. The Nomination and 
Remuneration Committee of the Company shall decide 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 and subject to the 
provisions of law. 

(ii) The Independent Directors of the company shall hold at least one meeting in a year 
to be called Independent Director’s Meeting, 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. 
(iii) Within the permissible limits in terms of Companies Act, 2013, an independent 

director shall not be on the Board of more than three NBFCs (NBFC-ML or NBFC-UL) 
at the same time  

(iv) The Board  shall ensure that there is no conflict arising out of their independent 
directors being on the Board of another NBFC at the same time. There shall be no 
restriction for the independent director on the Board of NBFC-BL(NBFC- base layer) 

(v) Qualification: The Company should appoint such persons as independent directors 
who in the opinion of the Company are persons with integrity, possessing relevant 
expertise and experience and who satisfies the criteria for independence laid down 
under any law in force or under the NRC Policy. The Independent directors shall follow 
the Code of Conduct of the Company as set out in this policy and  the duties of the 
Independent Directors. 

(vi) Terms of Appointment: The Board forms an opinion on the integrity, relevant 
expertise and experience of the proposed candidate considering the following criteria 
of independence as laid down under the Companies Act, 2013 and SEBI Listing 
Regulations and as amended from time to time. 

(vii) Tenor :  
The appointment of an Independent Director on the Board of Directors of the 
Company shall be for a period up to 5 years from his/her effective date of 
appointment, which can be extended for a further period of 5 years subject to the 
approval of shareholders as per law. 
 

7.3 KMP/ Material Risk Takers 
 

           1.  The Committee will recommend the persons who may be appointed as Key Managerial  
                Personnel/ Material Risk Takers recommend to the Board their appointment.  

 
2. The Committee would then consider the proposals and recommend the same to the Board 

for approval.  
 

3. Except for directorship in a subsidiary, Key Managerial Personnel/ MRT shall not hold any 
office (including directorships) in any other NBFC-ML or NBFC-UL. It is clarified that they can 
assume directorship in NBFC- BLs.  
 

4. The Company should appoint such persons who in the opinion of the Company, are persons 
with integrity, possessing relevant expertise and experience.  
 

 

8. Re-appointment/ Cessation of Director/ Managing Director/ Whole Time Director 
 

The re-appointment of independent director shall be on the basis of report of performance 
evaluation. The Company shall re-appoint Chairman, MD or CEO as per the policy and the laws 
in force. 

 
One third of the total number of directors (excluding independent directors) shall retire by 
rotation at every Annual General Meeting (AGM). If the number of retiring directors is neither 
three nor a multiple of three, then, the number nearest to one-third, shall retire from office. 

 
The directors to retire by rotation at every annual general meeting shall be those who have 
been longest in office since their last appointment. The Company may fill up the vacancy on 



 

 

 

account of retirement by rotation, by appointing the retiring director or some other person. 

 

8.1 Resignation/Removal of a Director/ Managing Director/ Whole Time Director 
 

Due to reasons for any disqualification mentioned in the Act or under any other applicable 
Act, rules and regulation, the Nomination and Remuneration Committee may recommend to 
the Board with the reasons recorded in writing, removal of a Director, KMP or Material Risk 
Taker personnel subject to the provisions and compliance of the Companies Act, 2013. 
Appointment of a director may also be terminated in accordance with the provisions of the 
Companies Act, 2013 and the Articles of Association of the Company from time to time in 
force. 

 
8.2 Resignation of Director: The Company shall intimate the Registrar about the 
resignation of the Director and shall place the fact of such resignation in the report of 
directors laid in the immediately following general meeting. The resignation of a director shall 
take effect from the date on which the notice is received by the Company or the date, if any, 
specified by the director in the notice, whichever is later. The director who has resigned, shall 
be liable even after his resignation for the offences which occurred during his tenure. 

8.3 Removal of Directors: The Company shall by an ordinary resolution, remove a director 
before the expiry of the period of his office after giving him a reasonable opportunity of being 
heard, in case the Company has not appointed such director by adopting the principle of 
proportional representation. The director who was removed from office shall not be re-
appointed as a director by the Board of Directors. 

The Company shall send a special notice to remove a director or to appoint somebody in place 
of a director at the meeting at which he is removed. A director so appointed shall hold office 
till the date up to which his predecessor would have held office if he had not been removed. 

8.4 Resignation/Removal of Independent Director 

 
In case of removal or resignation of Independent Directors from the Board, the Company shall 
replace such directors by a new independent director within a period of not more than 180 
days from the date of such resignation or removal. 

 
Provided 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. 

 

9. Remuneration of Directors 
 

The Nomination and Remuneration Committee (NRC) of the Company shall evaluate the 
performance of the Directors including Independent Directors and recommend to the Board 
all fees, compensation/remuneration and professional fees including fixed and variable and 
perquisites. The Board of Directors shall recommend all fees, compensation and professional 
fees, if any, paid to non-executive directors, including independent directors and shall require 
approval of Board. The same shall be approved in shareholders in general meeting where ever 
necessary as per law. The NRC shall ensure the following: 

 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; 



 

 

 

 relationship of remuneration to performance is clear and meets appropriate 
performance benchmarks; and 

 remuneration to directors, key managerial personnel and Material Risk Taker 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. 

 
The Company shall obtain prior approval from the NRC on the remuneration paid to the 
Chairman, Managing or whole-time Director or any other director. 

 
9.1 Remuneration to Director/ Managing Director/ Whole Time Director 

The Remuneration/ Compensation/ Commission etc. to be paid to Director / Managing 
Director/ Whole time Director etc. shall be governed as per provisions of the Companies Act, 
2013 read with schedule V and rules made there under or any other enactment for the time 
being in force. 

The Company shall effectively align its compensation 

 Compensation must be adjusted for all types of risk. 
 Compensation outcomes must be symmetric with risk outcomes. 
 Compensation pay out schedules must be sensitive to the time horizon of risks. 

 

9.2  to Independent Director 

Independent Director shall not be an employee of the Company and the appointment letter 
issued to him/her shall not constitute a contract of employment. The Company shall pay the 
Independent Director remuneration by way of sitting fees for attending meetings of the Board 
and its Committees as may be decided by the Board and, if required, approved by the 
Shareholders from time to time. The company may pay remuneration to independent 
director(s) as per the provisions of Companies Act, 2013 or other law in force for the services 
provided by independent director. The remuneration payable to Independent director(s) can 
be of in such form or at such intervals as may be decided by NRC keeping in view the 
experience, service and guidance being provided to the company. 

 

9.3 Remuneration to Non- Executive Director 
 

The Board may allow payment of compensation in the form of professional fees or 
commission to the non-executive directors as per the provisions of Companies Act, 2013 and 
with the approval of shareholders as may decide within the applicable provisions. 
 
The Board of Directors of the Company, with the recommendation of NRC may decide the 
sitting fees payable to such category of directors and should disclose it in its Directors’ 
Remuneration Report forming part of the Annual Report of the Company. 
 

9.4 Remuneration to Key Managerial Personnel 

 
The Board may allow payment of compensation in the form of remuneration to the Key 
Managerial Personnel/ Material Risk Taker(s), on the recommendation of Nomination and 
Remuneration Policy as may decide within the applicable provisions. 
 

10. Regulatory restrictions on loans –  



 

 

 

The company shall not  

(i) Grant loans and advances to directors, their relatives and to entities where directors or their 
relatives have major shareholding or 

(ii) Grant loans and advances to KMP(s) and Material Risk Takers of the NBFC 

Unless such loans are recommended by NRC and approved by the Board wherever required 
under the law and such loans are as per the provisions of Companies Act, 2013, Reserve Bank 
of India, 1931, SEBI Act, or any other law in force and guidelines/ directions issued 
thereunder.  

 

11. Reporting Requirement 
The Company shall disseminate the information on the “Nomination and Remuneration 
Policy” on its website and the Board’s report. 

12. Disclosures:  

12.1 Disclosures relating Appointment of directors 

 
The Company shall provide information to Board on recruitment and remuneration of 
Directors, Key Managerial Personnel, Material Risk Takers and including any change thereof 
in subsequent Board Meetings.  

The Company shall provide the shareholders with the following information in the case of 
appointment of a new director or re-appointment of a director: 

(i) A brief resume of the director; 
(ii) Nature of his expertise in specific functional areas; 
(iii) Disclosure of relationships between directors inter-se; 

(iv) Names of listed entities in which the person also holds the directorship and the 
membership of Committees of the board; and 

(v) Shareholding of non-executive directors. 

12.2 Disclosures relating Remuneration 

12.2.1 Reporting to the Nomination and Remuneration Committee 
The following matters shall be reported to the Nomination and Remuneration Committee: 

 Annual remuneration proposed for directors, key managerial personnel and 
Material Risk Takers 

 Declarations on fit and proper criteria as submitted by the directors or persons to 
be appointed as directors as per Annexure – II. 

 Employee benefit plans including deferred benefit plans and retirement plans 

12.2.2 Reporting in the Annual Report 
The Company shall make qualitative and quantitative disclosures in the Annual Financial 
Statements as mentioned in the Annexure-III.  In addition to these disclosures the Company 
shall also disclose the following information. 

 All pecuniary relationship or transactions of the non-executive director’s vis- à-vis 
the Company shall be disclosed in the annual report 

 Criteria of making payments to non-executive directors 

 All elements of remuneration package of individual directors summarized under 



 

 

 

major groups, such as salary, benefits, bonuses, stock options, pension, service 
contracts, notice period, severance fees 

 The ratio of the remuneration of each director to the median employee’s 
remuneration. 

 

12.2.3 Other Disclosure 
 
 

12.2.3.1 Non-executive director shall disclose their shareholding, held either by them 
or on a beneficial basis for any other persons in the Company in which they are 
proposed to be appointed as directors, in the notice to the general meeting called for 
appointment of such director. 
 
12.2.3.2 The Material Risk Taker of the Company shall make disclosures to the Board 
of directors relating to all material, financial and commercial transactions, where they 
have personal interest that may have a potential conflict with the interest of the listed 
entity at large. 

 

13 Policy Reporting, Review and Updates 

The Board approved policy shall be reviewed as and when required or at least annually for 
incorporating regulatory updates and changes, if any. The status of implementation of the 
remuneration policy shall also be reported on an annual basis to the Board.  
 

 

14 Regulatory References 
14.1 Companies Act, 2013. 

14.2 Securities and Exchange Board of India (SEBI) Listing Obligations and Disclosure 
Requirements) Regulations, 2015 (Listing regulations) as amended, to the extent 
applicable 

14.3 RBI/DNBR/2016-17/45 Master Direction DNBR.PD.008/03.10.119/2016-17 dated 
September 01, 2016  

14.4 ‘Fit and proper’ criteria for the appointment of the directors 
  



 

 

 

 

Annexure- I   

Compensation Policy for Employees of the Company 

 

PHF LEASING LTD. 

 

 

 

Compensation Policy of Employees 

Including 

Managing Director & Chief Executive Officer, 

Whole Time Directors, CxO,  

& 

Material Risk Takers 

&  

Other Employees 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 

 
 
 

1. INTRODUCTION  
 

The Compensation Policy addresses remuneration/compensation of an organization on wide 
basis and is one of the key components of the HR strategy. The main functions of the 
Compensation Policy are:  
 

 to support the organization’s strategy by helping to build a competitive, high 
performance and innovative company with an entrepreneurial culture that attracts, 
retains, motivates and rewards high-performing employees;  

 to promote the achievement of strategic objectives within the company’s risk appetite;  

 to promote/support positive outcomes across the economic and social context in which 
the company operates and  

 to promote an ethical culture and responsible corporate citizenship.  
 

 
2. Definitions: Definition of words and phrases shall have the same meaning as prescribed in 

Nomination and Remuneration (NRC) Policy.  
 

3. COMPENSATION PHILOSOPHY AND KEY PRINCIPLES  
 

3.1 Compensation Philosophy  
 

The Company’s compensation philosophy is to recruit, motivate, reward and retain employees 
who believe in, and live by, our culture and values. The Company endeavors to encourage 
entrepreneurship by creating a working environment that motivates high performance so that 
all employees can positively contribute to the strategy, vision, goals and values of the 
Company.  
 
The Company’s philosophy, supported by a robust performance management practice, strives 
to set our employees’ total remuneration package at a competitive level by benchmarking to 
the market and providing incentives geared to agreed performance outcomes, where 
appropriate.  
 
The Company believes the long-term success of the group is directly linked to the caliber of 
employees that we employ and the working environment that we create. It is, therefore, 
imperative that we make a concerted attempt to align the best interests of our employees 
with that of our other stakeholders. 

 
 

3.2 Key Compensation Principles  
 

The Company’s Compensation Policy is based fundamentally on the following principles:  
 
i. The Compensation Policy is aligned to the overall business strategy, objectives and 

values of the Company. 
ii. The Compensation Policy contains arrangements for ensuring that the remuneration 

of “MD & CEO”, CFO, CxO, CS, “Whole Time Directors” & Material Risk Takers is fair 
and reasonable in the context of overall Company’s remuneration. 



 

 

 

iii. The Compensation policy, procedures and practices are consistent with, and 
supportive of, effective risk management.  

iv. Salaried employees are rewarded on a total rewards basis, which includes fixed and 
variable pay. 

v. Adherence to principles of good corporate governance, as depicted in “best practice” 
and regulatory frameworks.  

vi. Regarding the manner of awarding variable incentive payments, distinctions are drawn 
between employees who operate in a risk-taking capacity and those who fulfill 
fiduciary roles (e.g. heads of control functions). This is to ensure that the independence 
of employees who act in a fiduciary capacity is not unduly compromised and conflicts 
of interests are minimized. 

vii. Performance evaluation criteria used to assess performance - takes into account - the 
level of achievement, - and also the risks taken in achieving that level of performance, 
i.e. performance measures are risk-adjusted where appropriate.  

viii. Incentives are based on targets that are stretching, verifiable and relevant. Multiple 
performance measures are used to avoid manipulation of results or poor business 
decisions.  

ix. In recognition that certain activities or projects undertaking by Material Risk Takers 
including the CxO and MD & CEO which expose the Company to risks over an extended 
period of time, certain variable incentives are staggered, to be paid in installments over 
an appropriate period, thus recognizing the time horizon of risk exposure as well as 
reduced in line with the business achievements.  

x. Offer flexibility for the customization of remuneration and benefits, i.e. work-life 
balance and specific business needs.  

xi. Make a clear distinction between levels of accountability and pay package.  
xii. The principles to be taken into account for the determination of positioning within pay 

packages:  
a) The performance of the group, the division and the individual employee. 
b) The employees’ / team’s ability and willingness to support the culture and live the 

values of the company. 
c) The employees’ / teams’ level of co-operation/collaboration displayed. 
d) The employees’ commitment to focus on empowerment and development. 
e) The scope of responsibility and level of accountability, as well as the individual’s 

contribution to targets (performance). 
f) Appropriate industry benchmarks (external) and / or comparable internal 

benchmarks.  
 

4. Identification of Material Risk Takers of the Company – Material Risk Takers (MRT) means 
staff members as defined in NRC Policy and identified as such and who satisfy both of the 
qualitative and quantitative criteria given below: 

 
a)  Qualitative Criteria, relates to the role and decision making power of the staff members 
having jointly or individually, the authority to commit significantly to risk exposure. The same 
may include Member of any committee of Board and  

 
 b)    Quantitative Criteria 

(i) There total fixed remuneration exceeds a certain threshold, which may be reviewed by the 
NRC from time to time. The same has been fixed for the year as Rs. 20 lacs per annum, or 
 
(ii) Their fixed remuneration is equal to or greater than the lowest total remuneration of KMPs 
and other MRTs’. 

 



 

 

 

 
 

5. COMPENSATION POLICY AREAS 
 

5.1 Scope  
 

The Compensation Policy covers all the employees of the Company as a whole with specific criteria 
for remuneration of “MD & CEO”, “Whole Time Directors”, CxO & MRTs. 

 
5.2 Structure  

 
1. Overview  

.  The structure, comprises of the following elements:  
 

a) Guaranteed remuneration package (fixed), and  
b) Variable remuneration.  

 
The fixed remuneration is guaranteed and normally paid irrespective of the Company’s 
performance, while the variable remuneration is not guaranteed, and is associated with 
individual or   group at various levels keeping in view the   company’s performance or risk 
assumed at various levels.  
 

2. Guaranteed (Fixed) Remuneration/Package  
a) Scope 

The base element of the remuneration that reflects the employee’s role or position in the 
Company and is payable for doing the relevant job, including but not limited to basic salary, 
statutory bonus, allowances, perquisites, profit in lieu of salary and any other fixed component 
paid measured on the cost to company basis. 
 

b) Structure 
Guaranteed remuneration is normally benchmarked against the financial services market and is 

aligned to the expected operational performance. 
 
c) Authority 

 
i) The Guaranteed remuneration of the employees is fixed by the Authority and duly 

consented as per the below mentioned table: 
 

S. No. Level Recommended By Approved By 

1.  
Managing Director & CEO, 
Whole Time Directors (s) 

NRC 
Board/ Shareholders 
in General Meeting 

1 CS and CFO 

Two Directors and 
Nomination and 
Remuneration 
Committee 

Board of Directors 

2. 
KMP other than at S.No.1& 2 
above 

Managing Director NRC 

3. Material Risk Takers Reviewer & Head HR Managing Director 



 

 

 

4. 
Employees other than at S.No. 1 
to 3 above 

Reviewer & Head HR Managing Director 

 
 d) Increment in Guaranteed remuneration:  

  The Criteria and authority for increase in Guaranteed remuneration for different level of 
employees shall be determined  as under: 

 

S. No. Level Criteria/ basis Recommended By Approved By 

1 
MD & CEO, Whole 
Time Director(s),  

Schedule I  
NRC 

Board of 
Directors 

2. CFO and CS 

NRC on the basis of 
Role and 
Performance 

Two Directors and 
Nomination and 
Remuneration 
Committee 

Board of 
Directors 

3. 
KMP other than at 
S.No.1 &2  above 

NRC on the basis of 
Role and 
Performance 

Two Directors NRC 

4. Material Risk Takers 
MD on the basis of 
Role and 
Performance 

Reviewer & Head HR 
Managing 
Director 

5. 
Employees other than 
at S.No. 1 to 4 above 

MD on the basis of 
Role and 
Performance 

Reviewer & Head HR 
Managing 
Director 

 
 

 
d) Permissible Allowances and Perquisites 

 
      The employee is paid Allowances and Perquisites as permitted by the Company keeping in 

view the job profile and market dynamics. The illustrative list of the allowances and 
perquisites which could be payable to the employee(s) are as under: 

 

S. NO. ALLOWANCES/PERQUISITES 

i)  House Rent Allowance/Rent Free Accommodation 

ii)  Special Allowance 

iii)  Statutory Bonus 

iv)  Leave Travel Allowance 

v)  Telephone Reimbursements 

vi)  Children Education & Hostel Allowance 

vii)  City Compensatory Allowance 

viii)  Car Reimbursements 



 

 

 

ix)  Committed Performance Bonus 

x)  
Other Allowances and Perquisites as may be approved 
by NRC 

 
f) Payout Frequency 

Guaranteed remuneration is payable on monthly basis  
 

g) Eligibility 
All employees are eligible for guaranteed remuneration 

 
3. Variable Remuneration 

a) Scope 
The reward element of the remuneration is  focused to achieve the best performance of the 
employees for the performers and motivate them to perform further. The same is payable as a 
reward to individuals or group for achieving strong results in terms of pre-determined goals.  

 
b) Structure 

     The variable Remuneration structure of the employee(s)can be on monthly basis or higher 
intervals depending upon the job profile and the employment contract.  The same shall be based 
upon performance-based scorecard / individual employee rating /performance targets set in 
terms of threshold target/ out performance levels. 

 
 

c) Authority 
 

      The Variable Remuneration of the employee is determined and paid on the basis of achievement 
of business targets and/or individual/ group performance rating in terms of laid down 
guidelines. The guidelines for the variable remuneration shall be approved as per the matrix 
below: 

 
 

S. No. Level Periodicity Criteria/ basis Recommended By Approved By 

1 
MD & CEO, Whole Time 

Director(s),  
Half yearly As per laid down 

criteria separately 
NRC 

Board of 
Directors 

2. CFO and CS 
Half yearly  on the basis of 

performance 
Two Directors 
& NRC 

Board of 
Directors 

3. 
KMP other than at 
S.No.1 &2  above 

As per job 
profile 

on the basis of 
Role and 
Performance 

Two Directors NRC 

4. Material Risk Takers 
As per job 
profile 

on the basis of 
Role and 
Performance 

Reviewer & 
Head HR 

Managing 
Director 

5. 
Employees other than 

at S.No. 1 to 4 
above 

As per job 
profile 

on the basis of 
Role and 
Performance 

Reviewer & 
Head HR 

Managing 
Director 

 
 



 

 

 

 
6. APPROPRIATE REMUNERATION MIX:  

 
a) The remuneration mix reflects the relative proportion of total guaranteed pay versus variable 

pay. There needs to be a balance between fixed and variable pay. 
b) The objective is to achieve a balanced mix appropriate for the job, level and performance, 

recognizing the need for flexible package design to acknowledge different business 
requirements and the market dynamics. 

c) Within this ceiling, at higher level of responsibilities, the proportion of the variable pay will be 
higher. 

d) The variable pay shall be considered to be substantial if the variable pay as a percentage to 
the fixed pay exceeds the ceiling as enumerated below 

e) The variable pay shall be in cash. ESOPs will be excluded from the component of variable pay 
for the calculation of the above ceiling. 

 
 

 
7. COMPENSATION REVIEW: 
 
1) The compensation will be reviewed on an annual basis. However, the competent authority may 

review the compensation on shorter intervals to facilitate role change, confirmation event, and 
talent scarcity or to retain talent. 

2) The compensation will be reviewed keeping in view various internal and external factors, such 
as CPI, affordability, budgets, market movements/ trends, competitor remuneration, scarcity of 
skills, etc. 

  
8. COMPENSATION GOVERNANCE: 

 
The aim of remuneration governance in the Company is to provide an integrated approach to 
corporate governance through the consistent application of fundamental principles of sound 
remuneration practice and policies.  
 
The Company has a centralized remuneration function that ensures the consistent application of 
the Compensation Policy across all operating entities. The role of the Nomination & 
Remuneration Committee (in addition to that defined in its terms of reference) is broadly ensure 

S.No
. 

Level Variable Salary Matrix 

  Proportion to Fixed Salary Variables 

1.  MD & CEO, Whole 
Time Director(s), 

Upto 70%  
Loan Portfolio, Profitability, ROTA 
and Net NPA 

2.  
CFO & CS Upto 33% 

To be decided by MD from time to 
time 

3.  
KMPs & MRTs   As per Job Profile 

To be decided by MD from time to 
time 

4.  Other employees 
other than at S.No.1 
to 3  above 

As per Job Profile 
To be decided by MD from time to 
time 



 

 

 

that there is a Compensation Policy put in place and to oversee the setting and administration of 
Compensation Policy at all levels. The Nomination & Remuneration Committee is also 
responsible to constantly monitor implementation of the Compensation Policy and review 
suitability of the Compensation Policy, thereby determining whether or not the stated objectives 
are being achieved. 

 
9. EMPLOYEE STOCK OPTION PLAN (ESOP): 
 

There would be a separate policy for the same and eligibility would be defined under the said 
policy. 
 

 
10. Duties of the NRC with regard to Compensation 

a. To formulate, review and implement the Compensation Policy. 
b. To work in coordination with Risk Management Committee of the company in order to 

achieve the effective alignment between remuneration and risks 
c. To monitor and review on annual basis: 

i. The overall salary payout of the Company, and to ensure that the cost/income ratio 
of the Company supports the remuneration package consistent with maintenance 
of sound capital adequacy ratio. 

ii. To review the salary of MD & CEO and KMP annually and ensure it is in line with the 
policy guidelines all the time. 

d. To appoint 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 
their appointment and removal.  NRC shall specify the manner for effective evaluation of 
performance of Board and Board committees and individual Directors which may be carried 
out either by the Board or by the NRC.  

e. To formulate the criteria for determining qualifications, positive attributes and 
independence of Director of the Company. 

 
11. COMPENSATION GUIDELINES WITH SPECIAL REFERENCE TO “MD & CEO” AND “WTD”: 

 
In order to ensure effective alignment of compensation with prudent risk taking read with the 
guidelines issued by Reserve Company of India, the overall compensation of the “MD & CEO” and 
“Whole Time Directors” shall be fixed keeping in view the following factors: 
 

a)  to be adjusted for all types of risk,  
b)  be outcomes are symmetric with risk outcomes, and  
c)  payouts are sensitive to the time horizon of the risk.  
d)  mix of cash, equity and other forms of compensation, consistent with risk alignment.  

 
The Company shall use a wide variety of measures of credit, market liquidity and various other 
risks for implementation of risk adjustment. The risk adjustment methods should preferably have 
both quantitative and qualitative elements. 
 

10.1.1 Compensation structure for the “MD & CEO” and “WTD” 
The Compensation shall be approved from the shareholders of the Company in the general 
meeting as per the requirements of The Companies Act, 2013. Provided that the remuneration 
of MD & CEO and WTD should be within the limits provided in The Companies Act, 2013 as 
amended from time to time. The current fixed remuneration of the MD & CEO would remain 
same and it would be increased as per the increment criteria given under clause 4.2.2. (d)  
 



 

 

 

10.1.2  Performance Linked Variable Incentive Matrix for MD and WTD 
 Matrix- A 

a) Payment Frequency – Half Yearly. 
b) Parameters: As per the below mentioned table 
c) Variables: NPAs, Collection Efficiency, Fund Raising and PAT 
d) Variable remuneration as per the variable matrix and weightage as under: 

Matrix A- Collection Efficiency     WEIGHTAGE-70% 

   
Level of  NPAs # 

 

VEHICLE/ LAP ABOVE 7% 7% - 4% 3.99% TO 2% BELOW 2% 

ABOVE 2% NIL NIL  NIL NIL 

1.99% -1% NIL 25% 40.0% 70.0% 

.99% to0.5% NIL 40.0% 60.0% 80.0% 

Below 0.5% NIL 70.0% 80.0% 100% 

#Will include managed book also 

Matrix B- Retail Liabilities and 
Profitability 

     WEIGHTAGE- 30% 

    
Achievement of Targets( Half yearly) 

  

FUND RAISING/ 
PROFITABILITY 

BELOW 
70% 

71% TO 60% 81% TO 100% ABOVE 100% 

BELOW 80% NIL NIL  NIL NIL 

81% TO 90% 25% 25% 40.0% 70.0% 

91% TO 100% 25% 40.0% 60.0% 80.0% 

ABOVE 100% 40% 70.0% 80.0% 100% 

 
Other Terms & Conditions 
 

1. Variable incentive to be paid  as % age of Gross Salary on half yearly basis 
2. NRC may review the components of variable incentive as and when it deem fit 
3. Weightage may be reviewed by Any two Directors on half yearly basis including 1 Independent 

Director 
4. Reimbursement of expenses incurred on account of the business of the Company in accordance 

of the Company’s policy.” 
5. Notwithstanding anything contained herein above Variable Pay may be  given by competent 

authority  upto 100% in case of some unforeseen circumstances and due to which achievement 
could not happen. 
 

6 Incentive Not to be paid in Certain Circumstances: 
6.1 Disciplinary Action: An employee who is under performance improvement program (PIP) or has 

been issued letter of warning (LOW) may not be considered for the incentive, fully or partially. 
An employee who is critically underperformer will not be considered for incentive. 



 

 

 

6.2 Employee under Notice Period: Any employee under the notice period as on the date of 
payment of the incentive would not be eligible for incentives except employees conforming to 
the following criteria :  

6.2.1 An employee with a service period of more than 5 years, and 

6.2.2 Serves a notice period of 3 months, and 

6.2.3 Reason for resignation is not to join some competitor; 
 

7 Exception: The Nomination and Remuneration Committee of the Board is empowered to relieve 
all the employees fully or partly from performing their contractual obligations on the happening 
of adverse event(s) beyond their control, making performance against the projected inadvisable, 
commercially impracticable, illegal, or impossible. Company is a responsible corporate citizen 
and has a strong track record of trust and performance, built over the years by adopting ethical 
and sustainable business practices. The Company endeavors to adopt the highest standards of 
Corporate Governance through transparency in business ethics, accountability to its customers, 
government and other shareholders.  
 

8 Review: This Compensation Policy shall be reviewed by Nomination and Remuneration 
Committee and Board annually.  

  



 

 

 

Annexure -II  

Fit and Proper Criteria 

 

1. BACKGROUND, PURPOSE AND APPLICABILITY:  

1. BACKGROUND AND PURPOSE:  

Reserve Bank’s (RBI’s) Master Direction on - Non-Banking Financial Company - Systemically 
Important Non-Deposit taking Company and Deposit taking Company (Reserve Bank) 
Directions, 2016 as amended from time to time requires NBFCs to have a policy in place for 
ascertaining the fit and proper criteria for Directors at the time of their appointment and 
thereafter during their tenure as the Director of the Company.  

The purpose of this policy is to provide guidelines and other formalities to be complied with by 
a Director before and after appointment as a Director whether Executive or Non-Executive on 
the Board of Directors of the Company (the Board).  

2. APPLICABILITY:  

i. All the Directors, whether Executive or Non-Executive Directors including Independent 
Directors.  

ii. At the time of appointment / renewal of appointment (i.e. re-appointment) and thereafter 
during the tenure as a Director of the Company.  

2. TERMS OF THE POLICY: 
A. Fit and proper criteria for Directors:  

The Company is required to ensure that Directors on the Board of the Company at all times satisfy 
the following criteria:  

i. He/she is of sound mind;  
ii. He/she has not been declared as insolvent or has applied to be adjudicated as an insolvent and/or 

such application is pending;  
iii. He/she has not been convicted by a court of any offence, whether involving moral turpitude or 

otherwise, and sentenced in respect thereof to imprisonment for not less than six months and 
in case of such conviction, a period of five years has elapsed from the date of expiry of the 
sentence;  

iv. He/she has not been convicted of any offence and sentenced in respect thereof to imprisonment 
for a period of seven years or more;  

v. No order disqualifying his/her appointment as a Director has been passed by a court or tribunal 
and the order is in force;  

vi. He/she has not defaulted in payment of any calls in respect of any shares of the company held 
by him/her, whether alone or jointly with others, and six months have elapsed from the last day, 
fixed for the payment of the call;  

vii. He/she has not been convicted of offence dealing with related party transactions under Section 
188 of the Companies Act, 2013 (the Act) at any time during the last preceding five years;  

viii. He/she has complied with the provisions of Section 152(3) of the Act;  
ix. He/she has complied with the provisions of Section 165 (1) of the Act;  



 

 

 

x. He/she is not a director on the Board of any company which has not filed financial statements or 
annual returns for any continuous period of three financial years or has failed to repay the 
deposits accepted by it or pay interest thereon or to redeem any debentures on the due date or 
pay interest due thereon or pay any dividend declared and such failure to pay or redeem 
continues for one year or more and period of five years has not elapsed since date of said default.  

xi. In case of an Independent Director, he/she shall not be on the Board of more than 3 NBFCs 
(NBFC- ML/ NBFC-UL) at the same time. Further there should not be any conflict of interest 
arising out of Independent Directors being on the board of another NBFC at the same time.  

B. Procedure - prior to appointment of a Director:  

i. Before appointing any individual as a Director, the Company is required to undertake due 
diligence to determine the suitability of the proposed candidate based upon his/her 
qualification, expertise, track record and integrity. For the purpose the Company is required 
to obtain necessary information and declaration from the proposed/existing director for 
the purpose in the format as given in Annex XII (1) as per, Master Direction - Non-Banking 
Financial Company - Systemically Important Non-Deposit taking Company and Deposit 
taking Company (Reserve Bank) Directions, 2016 and as updated from time to time.  

ii. The profile of the individual proposed to be appointed as Director as referred above, is 
required to be placed before the Nomination & Remuneration Committee (NRC) of the 
Company.  

iii. The NRC of the Company is required to scrutinize the aforesaid information and declaration 
and recommend the appointment to the Board on the basis of fit and proper criteria as 
referred above in addition to such other parameters as the NRC may deem necessary.  

iv. Based on the recommendation of the NRC, the Board to take a final decision on 
appointment, in terms of the provisions of the Act including any amendments thereof.  

3. Age limit for Independent/Non-Executive Directors:  

The age criteria for Independent/Non-Executive Directors shall be governed by the provisions, if 
any, as stated in the Act and Securities Exchange Board of India (Listing Obligations and 
Disclosures Requirements) Regulations, 2015.  

4. Procedure - post appointment of a Director:  
i. The Board of the Company shall ensure that the nominated/ elected Director execute the 

deed of covenant in the format as provided in Annex XV of Master Direction - Non-
Banking Financial Company - Systemically Important Non-Deposit taking Company and 
Deposit taking Company (Reserve Bank) Directions, 2016 and as updated from time to 
time.  

ii. Obtain a declaration and undertaking from the directors giving additional information on 
the directors. The declaration and undertaking shall be on the lines of the format given in 
Annex XIV of Master Direction - Non-Banking Financial Company - Systemically Important 
Non- Deposit Taking Company and Deposit taking Company (Reserve Bank) Directions, 
2016 and as updated from time to time.  

iii. Furnish a quarterly statement on change of directors, and a certificate from the Managing 
Director/Manager of the Company as may be applicable that fit and proper criteria in 
selection of the directors has been followed to the Regional Office of the Department of 
Non-Banking Supervision of the Reserve Bank of India, within 15 days of the close of the 
respective quarter. The statement submitted by the Company for the quarter ending 
March 31, shall be certified by the auditors.  



 

 

 

iv. Annually on March 31, the Company is required to obtain a simple declaration from all 
the Directors confirming that the information already provided has not undergone any 
change and in case of any change, the Director concerned is required to submit revised 
declaration.  

v. The Board is required to ensure that proper due diligence process is conducted at the 
time of renewal of appointment/ re-appointment of director by obtaining Annex XII and 
Annex XIV of Master Direction - Non-Banking Financial Company - Systemically Important 
Non- Deposit Taking Company and Deposit taking Company (Reserve Bank) Directions, 
2016 and updated from time to time. In this regard, at the time of renewal of 
appointment/ re-appointment of the Director, the Company to ensure that Directors 
satisfy the fit and proper criteria as mentioned in Section A above.  

vi. The Directors are required to ensure compliance with Code of Conduct framed by the 
Company (as modified from time to time) for Executive and Non-Executive Directors 
including Independent Directors at all times.  

5. Provisions of the Act:  

Requirements of the Policy are in addition to the requirements of the Act pertaining to 
appointment and re-appointment of Directors read with Companies (Appointment and 
qualification of Directors) Rules, 2014 and any other regulatory requirements.  

6. REVIEW / REVISION OF POLICY:  

If at any point a conflict of interpretation / information between the Policy and any regulations, 
rules, guidelines, notification, clarifications, circulars, master circulars/ directions issued by 
relevant authorities (Regulatory Provisions) arises, then interpretation of the Regulatory 
Provisions shall prevail.  

In case of any amendment(s) and/or clarification(s) to the Regulatory Provisions, the Policy shall 
stand amended accordingly from the effective date specified as per the Regulatory Provisions.  

The policy shall be reviewed alongwith the review of NRC Policy.  

  



 

 

 

Annexure III 

 

   Disclosure in the Annual Report 
 

Remuneration 
Qualitative 
Disclosures 

(a) Information relating to the composition and mandate of the 
Nomination and Remuneration Committee 

 (b) Information relating to the design and structure of 
remuneration processes and the key features and objectives 
of nomination and remuneration policy. 

 (c) Description of the ways in which current and future risks are 
taken into account in the remuneration processes. It should 
include the nature and type of the key measures used to take 
account of these risks. 

 (d) Description of the ways in which the company seeks to 
link performance during a performance measurement period 
with levels of remuneration. 

 (e) A discussion of the company’s policy on vesting of variable 
remuneration and a discussion of the company’s policy and 
criteria for adjusting deferred remuneration before vesting and 
after vesting. 

 (f) Description of the different forms of variable remuneration (i.e. 
cash, shares, ESOPs and other forms) that the company utilizes 
and the rationale for using these different forms. 

 (g) Number of meetings held by the Nomination and 
Remuneration Committee during the financial year and 
remuneration paid to its members 

 
 
 

g) Chief Compliance Officer – In order to ensure an effective compliance culture, it is necessary 
to have an independent compliance function and a strong compliance risk management 
framework in NBFCs. NBFCs are, therefore, required to appoint a Chief Compliance Officer (CCO), 
who should be sufficiently senior in the organization hierarchy. NBFCs shall put in place a Board 
approved policy laying down the role and responsibilities of the CCO with the objective of 
promoting better compliance culture in the organization.  

h) Compensationguidelines-Inordertoaddressissuesarisingoutofexcessiverisktaking caused by 
misaligned compensation packages, it has been decided that NBFCs shall put in place a Board 
approved compensation policy. The guidelines shall at the minimum include, a) constitution of a 
Remuneration Committee, b) principles for fixed/ variable pay structures, and c) malus/ claw 
back provisions. The Nomination and Remuneration Committee shall ensure that there is no 
conflict of interest.  

i) NBFCs shall formulate a whistle blower mechanism for directors and employees to report 
genuine concerns.  

 


