NOMINATION AND REMUNERATION POLICY OF

DIRECTORS, KEY MANAGERIAL PERSONNEL AND OTHER EMPLOYEES
(updated 20 March, 2019)

PRINCIPLE AND RATIONALE

Section 178 of the Companies Act, 2013 and the provisions of SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015 require the Nomination and Remuneration
Committee of the Board of Directors of every listed entity, among other classes of

companies, to

- 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.

- 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

- carry out evaluation of every director’s performance

- formulate the criteria for evaluation of Independent Directors and the Board

Accordingly, in adherence to the abovesaid requirements and in line with the Company
philosophy towards nurturing its human resources, the Nomination and Remuneration
Committee of the Board of Directors of Havells India Limited hereinbelow recommends to
the Board of Directors for its adoption the Nomination and Remuneration Policy for the

directors, key managerial personnel and other employees of the Company as set out below:

COMPANY PHILOSOPHY

Havells is an equal opportunities employer. The organization does not discriminate on
grounds of age, gender, colour, race, ethnicity, language, caste, creed, economic or social
status or disability. The global workforce spread across continents, which has over the years
transformed Havells into a global organisation forms the backbone of the entity. Pay
revisions and other benefits are designed in such a way to compensate good performance of

the employees of the Company and motivate them to do better in future.
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Employee recognition schemes in the form of ESOPs/ ESPS have also been introduced as
successful tools in acknowledging their contribution and making them partners in the wealth

created by Havells.

The endeavour of the organization is to acknowledge the contributions of its directors, key
managerial personnel and other employees with best compensation and benefits that

appropriately reward performance in line with the regulatory and industry best practices.

GUIDING PRINCIPLES

In the formulation of this Policy, the Nomination and Remuneration Committee has also
endeavored to ensure the guiding principles as prescribed u/s 178(4) of the Companies Act,
2013 and the section on Responsibilities of Board under SEBI (Listing Obligations and

Disclosure Requirements) Regulations, 2015, summarized hereunder:

a) the level and composition of remuneration is reasonable and sufficient to attract,
retain and motivate human resource including directors of the quality required to run
the company successfully;

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

c) remuneration to directors, key managerial personnel and senior management
reflecting short and long-term performance objectives appropriate to the working of
the company and its goals;

d) facilitating effective shareholder participation in key Corporate Governance decisions
such as the nomination and election of board members;

e) aligning key executive and board remuneration with the longer term interests of the
company and its shareholders;

f) ensuring a transparent board nomination process with the diversity of thought,

experience, knowledge, perspective and gender in the Board.
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NOMINATION OF THE DIRECTORS

The Nomination and Remuneration Committee of the Board of Directors is dedicated to
ensuring the continuance of a dynamic and forward-thinking Board and recommend to the

Board qualified candidates for directorship.

Before recommending a nominee’s candidature to the Board for being appointed as a
Director, the following criteria set out may be applied as guidelines in considering potential

nominees to the Board of Directors.

General Criteria

- The background and qualifications of the Directors considered as a group should
provide a significant breadth of experience, knowledge and abilities to assist the

Board in fulfilling its responsibilities.

- Directors should be selected so that the Board of Directors should remain as a
diverse body, with diversity reflecting gender, ethnic background, country of
citizenship and professional experience. Because a mix of viewpoints and ideas
enhances the Board's ability to function effectively, the Committee shall consider the
diversity of the existing Board when considering potential nhominees, so that the
Board maintains a body of directors from diverse professional and personal

backgrounds.

- Potential nominees shall not be discriminated against on the basis of race, religion,

national origin, sex, disability, or any other basis prohibited by law.

- Any nominee should be free of any conflict of interest which would violate any
applicable law or regulation or interfere with the performance of the responsibilities

of a director.

- Commitment of the nominee to understanding the Company and its industry,
embracing the organization’s values to help shape its vision, mission and strategic

direction including oversight of risk management and internal control.
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- Commitment of the nominee to spending the time necessary to function effectively
as a Director, including attending and participating in meetings of the Board and its

Committees.

Specific Criteria

- Demonstrated business acumen, experience and ability to use sound judgment and
to contribute to the effective oversight of the business and financial affairs of a large,

multifaceted, global organization.

- The nominee reflects the right corporate tone and culture and excels at board-

management relationships.

- Experience in strategic planning and managing multidisciplinary responsibilities, the
ability to navigate among diverse professional groups and points of view, a track
record of communicating effectively in a global environment, and high standards of

integrity and professional conduct.

- Nominees understand and endeavour to balance the interests of shareholders and/
or other stakeholders and put the interests of the company or organization above
self-interest. He/she has demonstrated a commitment to transparency and

disclosure.
- He/ she is committed to superior corporate performance, consistently striving to go
beyond the legal and/or regulatory governance requirements to enhance, not just

protect, shareholder value.

- Nominee contributes to effective governance through superior, constructive

relationships with the Executive Directorate and management.

REMUNERATION OF THE DIRECTORS

The Company strives to provide fair compensation to directors, taking into consideration

industry benchmarks, Company's performance vis-a-vis the industry, responsibilities
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shouldered, performance/ track record, macroeconomic review on remuneration packages of

heads of other organizations.

The remuneration payable to the directors of the company, shall at all times be determined,

in accordance with the provisions of Companies Act, 2013.

Appointment and Remuneration of Managing Director and Wholetime- Director

The terms and conditions of appointment and remuneration payable to a Managing Director
and Whole-time Director(s) shall be recommended by the Nomination and Remuneration
Committee to the Board for its approval which shall be subject to approval by shareholders
at the next general meeting of the Company and by the Central Government in case such
appointment is at variance to the conditions specified in Schedule V to the Companies Act,
2013. Approval of the Central Government is not necessary if the appointment is made in

accordance with the conditions specified in Schedule V to the Act.

In terms of the provisions of Companies Act, 2013, the Company may appoint a person as

its Managing Director or Whole-time Director for a term not exceeding 5 (years) at a time.

The executive directors may be paid remuneration either by way of a monthly payment or
at a specified percentage of the net profits of the Company or partly by one way and partly
by the other.

The break-up of the pay scale, performance bonus and quantum of perquisites including,
employer’s contribution to P.F, pension scheme, medical expenses, club fees etc. shall be
decided and approved by the Board on the recommendation of the Committee and shall be
within the overall remuneration approved by the shareholders and Central Government,

wherever required.

While recommending the remuneration payable to a Managing/ Whole-time Director, the
Nomination and Remuneration Committee shall, inter alia, have regard to the following

matters:

e Financial and operating performance of the Company
e Relationship between remuneration and performance

e Industry/ sector trends for the remuneration paid to executive directorate
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Annual Increments to the Managing/ Whole Time Director(s) shall be within the slabs
approved by the Shareholders. Increments shall be decided by the Nomination and

Remuneration Committee at times it desires to do so but preferably on an annual basis.

Insurance Premium as Part of Remuneration

Where any insurance is taken by a company on behalf of its managing director, whole-time
director, manager, Chief Executive Officer, Chief Financial Officer or Company Secretary for
indemnifying any of them against any liability in respect of any negligence, default,
misfeasance, breach of duty or breach of trust for which they may be guilty in relation to
the company, the premium paid on such insurance shall not be treated as part of the

remuneration payable to any such personnel.

However, if such person is proved to be guilty, the premium paid on such insurance shall be

treated as part of the remuneration.

Remuneration of Independent Directors
Independent Directors may receive remuneration by way of
e Sitting fees for participation in the Board and other meetings
¢ Reimbursement of expenses for participation in the Board and other meetings

e Commission as approved by the Shareholders of the Company

Independent Directors shall not be entitled to any stock options.

Based on the recommendation of the Nomination and Remuneration Committee, the Board
may decide the sitting fee payable to independent directors. Provided that the amount of

such fees shall not exceed the maximum permissible under the Companies Act, 2013.

Remuneration to Directors in other Capacity
The remuneration payable to the directors including managing or whole-time director or
manager shall be inclusive of the remuneration payable for the services rendered by him in
any other capacity except the following:

(a) the services rendered are of a professional nature; and

(b) in the opinion of the Nomination and Remuneration Committee, the director

possesses the requisite qualification for the practice of the profession.
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EVALUATION OF THE DIRECTORS

As members of the Board, the performance of the individual Directors as well as the
performance of the entire Board and its Committees is required to be formally evaluated

annually.

Section 178 (2) of the Companies Act, 2013 also mandates the Nomination and

Remuneration Committee to carry out evaluation of every director’s performance.

In developing the methodology to be used for evaluation on the basis of best standards and
methods meeting international parameters, the Board / Committee may take the advice of

an independent professional consultant.

NOMINATION AND REMUNERATION OF THE KEY MANAGERIAL PERSONNEL (OTHER THAN
MANAGING/ WHOLE-TIME DIRECTORS), KEY-EXECUTIVES AND SENIOR MANAGEMENT

The executive management of a company is responsible for the day to day management of
a company. The Companies Act, 2013 has used the term “key managerial personnel” to

define the executive management.

The KMPs are the point of first contact between the company and its stakeholders. While the
Board of Directors are responsible for providing the oversight, it is the key managerial
personnel and the senior management who are responsible for not just laying down the

strategies as well as its implementation.

The Companies Act, 2013 has for the first time recognized the concept of Key Managerial
Personnel. As per section 2(51) “key managerial personnel”, in relation to a company,
means—

(i) the Chief Executive Officer or the managing director or the manager;

(ii) the whole-time director;

(iii) the Chief Financial Officer;

(iv) the company secretary;

(v) such other officer, not more than one level below the directors who is in whole-time
employment, designated as key managerial personnel by the Board and

(v) such other officer as may be prescribed.
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Among the KMPs, the remuneration of the CEO or the Managing Director and the Wholetime
Director(s), shall be governed by the Section on REMUNERATION OF THE DIRECTORS of this

Policy dealing with "Remuneration of Managing Director and Wholetime- Director”.

Apart from the directors, the remuneration of
- All the Other KMPs such as the company secretary or any other officer that may be
prescribed under the statute from time to time; and
- "“Senior Management” of the Company which here means, the core management
team comprising of such members of management as determined by the Company
under Layer 1 of the System-Driven Disclosures in respect of Regulation 7(2) (b) of
PIT Regulations,
shall be determined by the Human Resources Department of the Company in consultation

with the Managing Director and/ or the Wholetime Director Finance.

The remuneration determined for all the above said senior personnel shall be in line with the
Company’s philosophy to provide fair compensation to key - executive officers based on
their performance and contribution to the Company and to provide incentives that attract
and retain key executives, instill a long-term commitment to the Company, and develop a
pride and sense of Company ownership, all in a manner consistent with shareholder

interests.

The break-up of the pay scale and quantum of perquisites including, employer’s contribution
to P.F, pension scheme, medical expenses, club fees etc. shall be decided by the Company’s

HR department.

Decisions on Annual Increments of the Senior Personnel shall be decided by the Human
Resources Department in consultation with the Managing Director and/ or the Wholetime

Director Finance of the Company.
REMUNERATION OF OTHER EMPLOYEES
Apart from the Directors, KMPs and Senior Management, the remuneration for rest of the

employees is determined on the basis of the role and position of the individual employee,

including professional experience, responsibility, job complexity and local market conditions.
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The Company considers it essential to incentivize the workforce to ensure adequate and
reasonable compensation to the staff. The Human Resources Department shall ensure that
the level of remuneration motivates and rewards high performers who perform according to

set expectations for the individual in question.

The various remuneration components, basic salary, allowances, perquisites etc. may be

combined to ensure an appropriate and balanced remuneration package.

The annual increments to the remuneration paid to the employees shall be determined

based on the annual appraisal carried out by the HoDs of various departments.

Decisions on Annual Increments shall be made on the basis of this annual appraisal.

GENERAL

This Policy shall apply to all future employment of Company's Senior Management including

Key Managerial Personnel and Board of Directors.

Any or all the provisions of this Policy would be subject to the revision/ amendment in the
Companies Act, 2013, related rules and regulations, guidelines and the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015 on the subject as may be
notified from time to time. Any such amendment shall automatically have the effect of
amending this Policy without the need of any approval by the Nomination and Remuneration

Committee and/ or the Board of Directors.
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