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Disclaimer and Limitations of the Study

+ General Information: Clear has prepared the Beport on Corporate Board Evaluation Practices,
2023 1w identify the practices of Nifty 50 Companies, with the intent of formulating a modeal
disclosure for use by Listed Companies. This report is not intended to cctas o
recommendation or condamnation of any practice, company of firm coverad in this report,

= Risk Wamning: Clear shall not be responsible for ary loss or damage arising for anyone using
any information contained in this report.

+ Source of Information: Clear has used the information contained in the websites, Annual
Repaorts of the Compony,

+ Limitations: Competent professicnals with adequate expenence have undertoken this study.
Further, they hove dlso followed a due process of chacks and vanfications to ensure accuncy
of this report. This should hove eliminated almaest all errors from this report. If any points in the
nature of erors are brought 1o our notice and we agree with the same, Clear will rectify the
report at the earliest and have the revised report availakle on its website. Clear does not
accept any lass or damaoge caused to any individual or institution by use of this report.
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Clear’s Report on Corporate Board
Evaluation Practices 2023

Insights into the Evolving Landscape of Corporate Board Evaluations in India

Dear Readers,

In the evolving landscope of corporate governance, continuous improvemant remains essential.
Cwer eight years of mondated boord evaluations, Nifty 50 compdanies hove consistantly
advanced n both the scope and quality of their disclosures. More companias now highlight
board evaluations as o govemance comearstone, identify areas for improvement, and report on
action plans to address identified gaps.

The Companies Act 2013 introduced India's first mandate for listed and public companies with
paid-up capital of Rs.25 crores or mane to onnually evoluate boord perforrmance ond disclose
findings in board reports to their shoreholders. Since 2015, these disclosures hove been forming o
part of the Board's Report and In 2016, we lounched our inaugural report with o proprigtary Five-
Star Rating System to assess disclosure quality. This framework, consistently applied in 2015,
2020, 2021, 2022, and now 2023, dllows us to track and report changes in board evaluation
practices over tirme.

The Nifty 50 Indax saw changes between 2022 and 2023, with Housing Development Finance
Corporation Limited and Shree Cement Limited beaing replaced by Adani Emterprises Limited and
LTl Mindtree. To this extent, comparisons between lost year's and this year's disclosunes differ.
Thig study is undartaken by CimplyFive Corporate Secretanial Services Private Limited (o Clear
Company), @ company with the vision to 'leverage research and technology to eliminate
pracedural noncomplionce by entities regulated by the Companias Act, 2013, The obijective is 1o
promote bettér governance and disclosures through data-based research. We look forward to
receaiving your feedback to enrich this study ot contactacmplyfive.com.

Team Clear
Movember 08, 2024




1. Findings of Board Evaluation Practice in 2023

We analysed the disclosures made by the Nifty50 companies using our propristary Five-Star
rating systermn. This system considers disclosures made of the five elements of Corporate Board
Evoiuation-{i) Critenn considered, (i} Process followed, (i) Favourable findings, (ivl Improvement
areas identified, and (v} Action Plan for addressing the Improvement areas identified.

We assign one star for each of the company's disclosed parameters, and a company that has
disclosed all five parameters is assiared o five-star mting,

11 Al 45 privete-sector companies have disclosed thair Corporate Board Evaluation practices in
their Annual Reports, The remaining five companies in the Index are exempt from disclosing
their Board Evaluation practices due to their stotus as public-sector companies,

Groph 1.1-Board Evaluation Disclosures in 2023
Board Evaluation Disclosure Rating of Nifty 50 Companies in 2023
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For the year 2022-23, there wos no company that had got a single-star rating.

Based on our Five-5tar Rating system, ten companies have made the highest level of disclosure
ta get the Five-Star rating. In addition to the porametars disclosed, the quality of disclosures by
some of these companies is exemplory and comparable to the global best-in-class disclosures,
as highlighted in Chaopter 3 of this report.

1.2 The length of disclosures alse indicotes the importance accorded by the corporate leaders 1o
Board Evaluation. Evaluated on this front, the average length of beard evaluation practice
disclosures made by the Nifty 50 companies was 237 words, with the longest disclosure of 947
words and the shortest disclosure of 13 words:




T35

While quality connot be presumed with quantity, the ten companies with Five-5tar ratings had
a disclosure length of 574 words, the longest being 858 words and the shortest being 317
Companies with four-star ratings had a disclosure lengath of 479 words, with the longest being
%47 words and the shortest one being 270 words. Companies with three-star ratings (The
raiting that 15 of the Niftys0 companias have received) had o disclosure length of 276 wornds,
with the highest being 444 words and the least being 114 words. In contrast, companies with o
two-star rating (the lowest rating assigned to companies in this study, os there was no
company with a single-star rating) had an average disclosure length of 243 words, with the
highest being 382 words and the shortest being 116 words,

The five public Sector componies that are exempt from disclosing thelr boord evaluation
systemn and results had an average disclosure length of 98 words, with the longest being 300
words and the shortest at 13 words.

Table 1-Length of Board Evaluation Disclesures by Nifty 50 Companies

All Nifty 50 companies 347 D47 13
Five-Star Companies 574 858 37
Two=5tar Companies® 243 382 Mé

Public Sector Companies o8 300 13




15 Forty-five companies disclosed information on o total of 153 parameters under the five
etements in their Board evoluation practices, as detailed in Graph 1.2

Graph 1.2-Boord Evoluation Porameters Disclosed in 2023
Board Evaluation Disclosures by Nifty 50 Companies
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The mast commen disclosures were the process followed and the criteria considered, followed by
the Favorable cutcome. Further, 15 companies reported improvement areas, with 17 companies
disclosing their action plan for implementing the improvement areas. In a few coses, companies
dischosed thelr intent to oct on the findings of the Board Evaluation without disclosing the
improvernent areas identified,

14 Eight companies, 18% of the companies that were required to disclose their board evaluation
practice, hod mentioned using  Digital Online Survey Tool to ensure anonymity of response
for o free and fair evaluation process along with eliciting constructive feedback.

1.7 Though not mandoted by law in India, 1% companies (31% of the companies) (11 Companies in
the yeor 2022) disclosed using an external consultant to faciitate thelr Carporate Board
Evaluation process.

18 The use of external consultants by 14 companies and digital tools by five companies reflect
the intent of the Boards for serious introspection and improvement in the effectiveness of the
Board, the result of which is visible in all-around improvement to the quality of disclosures.
Bharti Airtel Limited, Clpla Limited, Larsen, and Toubro odopted the usoge of both online
tools facilitoted by a consultant, thersky extracting the maximum advantage of both
methadalogiss.

—



2. Changes in Corporate Board Evaluation
Practices between 2022 and 2023

21 Comparing the Corporate Board Evaluation practices disclosed in the last two years, we
finct that 18% e, nine companies, had improved disciosure levels, 54% e, 32 compoanies had
tha some level of disclosure, and only 4% e, two companies' disclosune levels hod

deteriorated compared to 2022,

Table 2.1 -Change in Board Evaluation Practice between 2022 and 2023
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2.2 Improvement in 2023 disclosures is visible with the increase in Three-5tar Roted Compaonies
fram 14 to ¢ and Four-5tar Rated Companies from 3 to 5 compared to 2021, Flve-Star
Rated Compdanies 1o 20w an incredse from 9 1o 10,

Board Evaluation Rating based on Disclosures made by Nifty S0 Companies
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2.3 Rating parameters displayed in Graph 2.3, indicate improvernent in disclosures across all the
five parameters, with the increase being shown in Criterio considered, Favourable cutcome
and Improvement areas. The process followed for the Boord Evaluation has been penned
down by each of the 45 Companies.

Toble 2.3 ~Change in Porameters Disclosed in Corporate Boord Evoluotion Practice
between 2022 and 2023

Board Evaluation Parameters Disclosed by Nifty 50 Companies
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3. Extracts of Exemplary Disclosures on
Corporate Board Evaluation Practices

A. The objective of Corporate Board Evaluation

Capturing the primary need for Corporate Board Evaluations by going beyond the mandate for
undertaking board evaluations.

The purpose of the Board evoluation is to achieve persistent and consistent improvement
in the company’s governance at the Board level, with the participation of all concemed in
an environment of harmony, The Board ocknawledges its intention ta establish and follow
“best practices” in Boord governance to fulfil its fiduciary oblgation to the Company. The
Board believes the evaluation will lead to o closer working refaticnship ameng Board
members, greater efficiency in using the Board's time, and increased effectivenass of the
Board as o governing body,

Annual Report 2023, JSW Steel Limited

The parameters for Board performance evaluation have been derived from the Board's
corg iole of trustesship 1o protect and enhance shoreholder volue as well as o fulfil
expectations of other stokeholders through strategic supervision of your Company; such
porameters include securing alignment of your Company's goals with the nation's
economic, ecclogical ond sccial priorities; ensuring that your Company has a clearly
defined strategic direction for realisation of its vision, and supparting your Compony's
management to meet challenges arising from the operating & policy envionment in the
COUNTrY,

Annual Report 2023, ITC Limited

B. Process Followed:

Cetailed description of the process followed in the Boord Evaluation process.

To improve the effectiveness of the Board and its committees, as well as that of each
individual director, a formal and rigorous Board review is intemally undertaken on an
annual basis. The Board had engoged Egon Zehnder, a leadership advisory firm on board
matters, to conduct the Board evaluation for fiscol 2023, The evalugtion process focused
on Board dynamics, softer aspects, committes effectiveness and information flow to the
Board or its committess, amang other matters.

e A



The methodology included various technigues such as guestionnaires, one-on-one

discussions, atc.

Annual Report 2023, Infosys Limited

The Choirman of the Board hod one-on-ong mastings with the Independent Directors,
and the Chairman ef NRC had one-on-one meetings with the Executive and Mon-
Exgcutive, Non-Independeant Directors, These migetings were intended to obtain Directors'
inputs on the effectiveness of the Board/Committee processes. The Board and the NRC
reviewed the performance of individudl Directors based on critenia such as the
contribution of the individuol Director to the Board and Committes Meetings, such as
preparedness on the issues to be discussed, maaningful and constructive contributions,
inputs in meetings, etc. In o seporate meeting of independent directors, the performance
of Non-Independent Directors and the Board os o whale was evaluated, Additionally,
they also evaluated the Chairman of the Board, taking into cccount the views of
Executive and Non-Executive Directors in the aforesaid Meeting. The Boord also assessed
the quality, quantity, and timeliness of the flow of information between the Company
Management and the Board, which is necessary for the Board to effectively and
reasonably perform its duties.

Annual Repert 2023, Tata Motors Limited

C. Criteria used in Board Evaluation

Cinline queastionnaires were deployed for evaluation of the following parameters:

+ Board evoluation covering governance, strategic planning, oudit and compliancs, risk
identification and management, human resources, the board's relationship with
executive management, customer grievance/ protection, financial inclusion, Board
functioning and induction, and professicnal development,

+ Evaluation of every commitieg's composition, terms of reference, fulfilment of assigned
functions, regulanty of meetings and ottendance, appropricteness of ogenda and
timely circulotion of same, value addition to the bank, effective steering by the
chairperson of committess, and timely reporting to the Board.

* Flow of information, including regularity & ogenda of meetings ond timeliness &
adequacy of preparatory information,

» Chairperson effectiveness covering open-mindedness, decisivenass, professionalism,



courtesy extended to other members and ability to steer the meetings and discussions,
imparticlity, encouraging dissent, focilitating consensus building, knowledge of the
industry complexity, and surfacing issues of strotegic importance.

 Individuol director’s effectivensss covering knowledge and expertise, active
participation and contribution during meetings, regularity and punctuality in
attending meetings, preparation for meetings and keeping onesslf abreast of matters,
collaborative relationship with other directors, openness to others' Input and
acceptance of constructive feedback, uninhibited porticipation in maetings and
willingness to bring forth their insights and integrity.

Annual Report 2023, Axis Bank Limited

The Board, board committees, and individual directors were evaludted based on the
approved criteria. The Chairman, the Executive Vice-Chairperson, and the Managing
Director were evaluated on additional criteric. The key performance evaluation criteria
were os follows:

Board - Structure, composition and quality, board meetings schedule, ogenda and
colloteral, board meeting practices, overall boord effectivenass,

Board Committees: Compaosition and diversity, leadership of the Chair, mesting
frequency and duraticn, clear delegation of responsibiiities and decisions,
contribution 1o the Boord, annual assessment of committee performance, ete,

Individual directors - Time devotion, participation and contribution, attendance,
engagement with fellow board members, KMPs and senior management, etc

Independent directors — Independance from the Company, independeant decision-
making, contributing strongly and objectively to the Boord deliberations based on
their external expertise, atc.

Chairman - Effective leadership, moderatorship and conduct of impartial discussions,
seeking participation from board members and prometing o positive image of the
Compary.

Exacutive Vice-Chairperson - Effective manogement and communication with the

shorghalders, Boord, monagemeant, employvess and ather external stakeholders;
effectiveness in leading the Board in developing and delivering the Company’s



strategy and business plans; Ease of raising issues by the Board members by
promoting constructive debate ond effective decision making at the boord mestings.

MD & GCEQ - MD & GCEQ wos additionally evaluated against the Key Performance
Indicators approved at the beginning of the financial year, which, inter alia, included
annual, leng-tem, shart-term, as well os financial and non-financial parometers, The
financial parameters included targets on revenue, EBITDA, ROCE, COPE target, ete.,
while the non-financial parameters covered innovation and new business building,
new market development and future growth engines, crganisation and leadership
developrment, compliance and ESG, ete. The Board and the NRC periadically reviewed
the performance of the MD & GCEO against the approved scorecard,

Annual Report 2023, Cipla Limited.

D. Disclosure of Favourable Findings of Board Evaluation

The results of the evaluation showed o high level of commitment ond Engagement of
the Board; its various Committess and Senior leadesship. As part of the cutcome of tha
Performancea Evaluation exercise, it was noted that the Board is Independent,
operates at a high lavel of Governance Standards and is committed to creating volue
for all stakehalders, It was also noted that the board meetings are well-glanned and
run effectively by the Chair. s committees are managed well and continue to perfom
in their respective focus areas of governance and internal contrals.

Annual Report 2023, Mahindra and Mahindra Limited

It was observed that the Board, as a wholg, is performing as o highly effective and
cohesive body, [t was also cbservved thot the Boord's Committees are functioning
effectively in occordance with their defined charters/ terms of reference. The
evaluation process also confirmed the high governance standards being set by the
Board and the constructive relaticnship betwesn the Board and the Manogamsant.
The Board was also appreciative of management's efforts to gain market share in the
Centres of Excellence through varicus initictives despite a very challenging
environment and to toke concrete steps in sustainability initiotives. Progress on the
recommendations from last year's evalugtion waos alse discussed and reviewed, Durng
the period under review, 0s a result of the previous evaluotion's results, it was noted
that the Board engaged maore with the Company's leadership team and recaivad



maore frequent updates/discussions an the emerging business londscope,

Annual Report 2023, Apollo Hospitals Enterprise Limited

For the year under review, as an outcome of the performance evaluation exercise, it
wiag noted that:

= The Board is independent and takes its role of governance very sericusly;
+ The Board is commitied to creating value for all stakeholders;
+ The Board Meetings are well-planned and run effectively by the Chair

- The board's Committeas are well-functicning and well-managed. They make
meaningful contrbutions, especially the C5R Committes, which has helped the
Company set a benchmark for CSR activities omongst its peers.

+ The contributions made by the Audit Committee stoad cut, with special praise and
recognition of the role played by the Chairperson of the Audit Committes.

Annual Report, 2023, Hindustan Unilever Limited

E. Improvement Areas Disclosures

Five observations emonoted from the Board performance evaluation for fiscal 2023,
detaoiled as follows:

« Closer focus an and smooth transition of the Board Chair,
+ Further improve Board ogenda & information management.

« Continue to lay thrust on further improving the institutionalisation of compliance
practices.

- Closer focus on customer senvice & complaints,

- Cwersight on Citi businesses’ integrartion,

Annual Report 2023, Axis Bank Limited




F. Disclosure of Action Plan for Addressing Deficiencies

Progress on recommendations from last yecr's performance evaluation was also
discussed) reviewed, The Board cantinued 1o have deep engagement with
managemaent on key strategic matters, including 5G implementation and progress,
averall talent managament strategy and the dynomic industry landscape. This served
two objectives:

= Allow the business leaders to interact with the board and seek its guidance

» Enabling the board to gougs the depth of business leadership. During the year, the
Board/ ESG Committee continued to have an enhanced oversight of the
Company's ESG journey, key interventions, improvemsants in ESG ratings and plans
ahead.

Bozed on the inputs received, action plans are drawn up in consultation with the
Directors to encourage greater participation and deliberations at the meetings ond to
bring their experience and guidance to improve your Compony's performance further,

Annual Repert 2023, Grasim Industries Limited

G. Disclosure of Progress Against Earlier Year's Action Plan

It was also noted that the Company, during the year under review, conducied a
sexssion on EV familiarisation with the Board, highlighting the Company’s Strategy and
Approoch and an Exclusive Strategy and Technology Meeting with the Board
Memizers to apprise and seek feedback from the Board on futura initiotives in these
areas. Based on the evaluation of the yvear under review, the Board has agreed to

maintain high standards of governance, visibility, and interaction in the coming years.
Annual Report 2023, Grasim Industries Limited

Tha Board also noted that while there has been o positive development in the areqs
of focus identified in the previous year's evaluation, efforts need to continue in that
direction. The appropriate feedbock wos conveyed to the Board mambers and other
concerned stakeholders for suitable action.

Annual Report 2023, HDFC Bank Limited
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H. The rationale for using external consultants

As a step towards better governance practice, APSEZ conducts a third-party
avaluation of Boord performance once every year, For the fingancial year that ended
Jst March 2023, the Board engaged Talentonic HR Solutions to facilitate Board
ayoluation. The evaluation process focused on Board dynomics and softer aspects
and involved independent discussions with all Board membears.

Annual Report 2023, Adani Ports and Special Economic Zone Limited

To quote one company, ‘To continuously improve corporate governance, a reputed
axtermnal cansulting organisation assisted the Bank in laying down parameters for
Performance evaluation of Directors, Chairman, Board Level Committees and Central
Boord as a whole, and also fazilitated the performonce evaluation process,’

Annual Report 2023, State Bank of India

I. The rationale for using technology to facilitate Board Evaluation

Bozed on the soid critenia, o guestionnaire-cum-rating sheet wos deployed using an
IT platform to seek confidential feediback from the directors regarding the
performance of the board, its committees, the chairperson, and individual directors.

Annual Report 2023, Bajaj Auto Limited, Bajaj Finance Limited
and Bajaj Finserv Limited




4. Top 5 Learnings from the Corporate Board
Evaluation Practices 2023 Study

1. Continued progress in 2023 disclosures over 2022

Measured both quontitatively and gualitatively, Mifty 50 componies have made significant
progress from 2022 to 2023,

» The number of parameters reported by the companias increased from 146 to 153,
e, 4.79%

9 companies (18%] Improved their overall level of disclosures.

= The number of companies with Five-Star Disclosures remained the same ot 10, similar
to the previous year, indicating consistency in the disclosures made.

+ Disclosure w.rt. criterio considerad saw anincrease from 43 to 45 companies, for
fovourable outcomes, it increased from 28 to 31 companies and for improvement areas
identified, it increased from 13 1o 15 companies.

2. Focus on improved Corporate Governance:

+ The foundational pillars of corporate governance serve as a crucial element in the
functioning of business. In this year's evaluation, focus on corporate govemaonce
was identified os o part of the procedure and companies included the same in
their disclosures,

- 4 companies considerad corporgte governance as o cfiterion for the evaluation
proCess.

» 4 companies indicated that Boord Evaluation was part of their corpormte govermance
framewark,

- To quote a Company, "We believe thot Annual Board Evaluation is o key pillar of our
Corporate Governonce framewaork. The Board firmly believes thot an effective Board
Evaluation helps in delivering greater value to the Company and all its stokeholders,



This involves o comprehensive and transparent assessment, providing condid feedoock
and canstructively using the outcome of the evalugtion process to continuously enhance

the overall effectiveness of the Board and optimise the individual strengths of the Board
membears.”

3. Focus on Actionable findings in Corporate Board Evaluation

The objective of Corporate Board Evaluation is 1o identify areas for improvement and prepare
and implement an action plan to address them.

« 17 companies, or mare than a guarter of the population, have disclosed
improvement areas identified through the Caorporate Board Evaluation Process
and their intent to implemeant an acticn plan to redress the improvemnant areas
identified. In many cases, the areas for improvement are not disclosed.,

4, External Consultants Enhance the Effectiveness of Corporate Board Evaluation

Corporate Board Evaluation requires time, effort, access to a database of information, and the
definition of practices for effective benchmarking. Considering the apex position of the board
and the potential far enhancing board effectivensss, the use of external consultants is o positive
trend that has helped companies fare significantly better in Board evaluation disclosures.

+ 1 companies or 28% of the population analysed, used external consultants for
comorate board evaluation, compared to 11 companies last yeor, indicating
increased relionce on external consultants for effective evaluation.

+ Of the 10 Companies that received S-star ratings, & (60%) conducted their Board
evaluotions through an extermal consuttant.

- Three of these companies also used online tools, thereby extracting the maximum
advantage of both methodologies.




5. Technology Used for Equitable and Fair Corporate Board Evaluation

+ The use of automated survey tools that provide ononymity 1o the respondents is a
critical element in ensuring free and fair respenses. The improvement areas so
identified can significantly enhance board effectivenass ond promote good
governance. Technology can be leveroged to automate the entire process,
starting from the circulation of the survey questionnaires to final reports that can
be directly presented to the Board for its consideration while maintaining the
anonymity of responses,

« Two of the ten companies that received a S5-star rating disclosed using technology
to facilitate the Board Evaluation Process,

6. Indion mandate requires o minimum of eight to ten evaluations every year,
consisting of the Board, five mandated committees, the Chairperson, and a
minimum of three independent directors. Considering the effort required,
spreading out the calendar for board evaluation over two meetings during the
year: one for the board and subcommittees and the second for the chairperson
and directors would significantly enhance the board's effectiveness.

5. Clear's Model Disclosures for Indian
Corporates on Corporate Board Evaluation

Objective

The disclosure should start with the Ohjective, which should contain a stotement on the intringic
valie derived by the company from the Board Evoluation process and how it aids the company
in assessing the effectiveness and efficiency of the Board ond its directors. The objective shoulkd
also contain a statement that all the legal requirements are complied with.

Annual Board Evaluation is o key element of our corporote governance process thot
rargers areas for improvemant to enhance the Boord and Sub-caommittess effectivensss

and efficiency and pravide constructive feedback to the Chairperson and boord memibers.

CQur Corporote Boord Bvaluation policy and practice also comply with all the mandotorny
requiremeants of the Companies Act, 2013 and the SEBIS LODR, 2075
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We maasure the effectivenass of our Annual Boord Evaluation by identifving areas of focus
for improvemeant and developing time-bound and octionobie plans far implementing
improvements identified.

Process

The pracess should contain the sequence of events that formed part of the Boord Evaluation
process for the yvear, along with the evaluation methodology, dates when the scheduled
meetings were held, and a brief gist of the proceeding.

The Nominotion & Remunaration Committes of the Board met on da-mm-yy to define
and recommend the criterio to be used for the year in the evaluation of the Board, its sub-
committees, the Chairpersan and the directors bosed on the Corporate Board Evaluation
Policy approved by the Board on dd-mm-yyyy. The committes, in its meeting, also
recommended the following:

- Colendar for board evaludation
= The softwore will be used for the evaluation
« The externol consultant will facilitate the exercise,

The Board, in fts meeting hetd an da-mm-yyyy, occspted the recommendation of the NRC
cornmittee and initiated the board evaluation exercise, which was caried cut betwean
dd-mm and dd-mm.

During the process, the ndependant Directars evaluated the Charperson and Executive
Directors in thelr mesting held on dd-mm-ywyy, based on the criterio recommended by
NEC.

<External Consultont= , appointed to facilitate Board Evaluation, summarised the findings
of the exercize and provided odditional getails and context where required for constructive
celiberation,

<Software= wos used o odminister the questionnaire that provided end-to-end
autormation, which is essential for obtaining frank feedback from the Directors and

maintoining confidentiality & transparency of the process,




The Boord of Directors received the report of the Corporate Board Evaluation and
deliberated an the findings in their meeting held on dd-mm-ywyyy. Subsaguent to the
discussion, the Boord oporoved the findings of the evaluation exercise 1o be disclosed in
the Board’s Report.

Criteria

The critical parameaters used in the Board Evaluation Procass should be tobuloted under sach
distinct segment of evaluation, with emphasis on new criteria odded or removed during the year.

Criteria considered in Board Evaluation for the year

A For evaluation of the Board of Directors

1. Size and Structure of Board

2. Quality of discussions

3. Leadership

4. Feedback/guidance and other relevant parameters

B Far evaluation of Sub-committees

1 Composition

2. Termms of Reference

-3. Regularty of meetings

&, Value addition to the Board and other relevant parometers

C For evaluation of Individual Directors and Chairpersons

1. Participotion

2. Invalvement /Participation

3. Regulority

4. Industry Knowledge and other relevant parameters

B! For evaluation of Independent Directors

1. Maintenance of independence,/ Objective Judgement
2. Forerunner for Corporate Govemaonce



3. Adherance to the Code of Conduct ond other relevant parameaters

E For evaluation of Executive Diractors

1. Basad on contribution to business strategy and Organisational grawth,
2. Showcasing of Leadership skills.

3. Managing relationships with oll stakeholders and other relevant porometers,

Reassurance

Perfarmance that was found to be optimal or that fulfilled the criterio laid down during the
Boaord Evaoluation process could be listed under each of the distinet segments evaluated, e,
the Board, Subcommittees, Chairperson, and Directors, The details need not be specific; they
could be generic, such as where the evaluation pertaing to individuals without referring to the
person concermed.

The Boord Evaluation exercise providad regssurance on many aspects of the boord
process, like

1. Active participotion
2, Effective laoderzhip
3. Proactive Hsk managemeant

4. Transparency

Focus Areas ldentified

The primary objective of Board Evaluation is to identify areas for improvement, Hence, thisis a
critical aspaect of disclosure as it not only discioses the effectivenass of the process but alsa
communicares the company's transparency culture, as endorsed by the Board,

The Boord opproved the findings of the evaluation exercise ta be dischased in the
Boord's Report, including the findings of the axercise, the action plan forits
implementation and the implementation status for the previous years plan. The exercise

identified <number= issues for imorovements to enhonce the effectivensss of the Board

and its sub-committees:




Action Plan for Implementation

Araas identified for improvement should be addressed with a time-bound action plan covering
the nature of the action and the calendar for its implementation,

The Board has identified the following actions for improvement, and the timeline for
implementation is listed in the table given below:

1 To expedite the timsiine for completion Within T maonth of induction
of the familiarisation progromme for
Independent Directons
2 To faciiitate the interaction of Directors Planned on a half-yearly bosis

with group heads

Status Report on Previous Year's Action Plan

A brief stotement on the stotus of the action plan identified in the previous year's evaluation for
implernantation,

All the findings from the previous Board Evaluction, which included <mention the octions
identified> were implemented during the year to the satisfaction of the Board/
Committea

Or

The findings from the previous Boord Evaluation, which included <mention the actions
identified> were Implemeanted during the vear to the satisfoction of the Board,/
Committes, Further, <mention getions identified> are carried forward to the current yeor
s these hove a longer implemenitation pericd and cre being implemented in a phasad

IMOrnNeET,




6. Clear's Five Cardinal Principles for Effective
Board Evaluation

Short and focused questionnaires with not more than 10-12 guestions covering criteria
identified in the Board Evaluation Policy will contribute to an effective Boord Evaluation,
Among the guestions, it is important to have two to three open-ended questions to elicit
constructive responsas for improvemeant without casting ospersions on the current

process. it could cover aspects viz.,

« Whiat new practices can be introducad?

= What are the current proctices that con be discontinued?

= What are the areas of improvement in the functioning of the Boord? ond

« What new global trends in Board processes could be considered for adoption going
forwaord?

Mast of the questions should have multiole choice answers that con be gquantified, 10
sum up the responses for identifying acticnakle, For instance, the choices could be

+ Always evident, Evident on Most occasions, Evident on Few Occosions, Not Evident
+ Trusted by all stakeholders, trusted by all major stakeholders, trusted by faw
stakeholders, trusted by none.

The use of anling survey tools that provide anonymmity of response is critical in receiving o
free and fair response; Automated report generation without any human intervention is
the key to ensuring anonymity, as often o set of responses may give away the identity of
the respondent to the insider who has access to the responses:

%]
[¥%]



Like a pinch of salt that enhances the taste of even the maost roval culsine, a fruitful Boord
Evaluation can enhance the effectiveness of Boord processes, thereby creating
significant sharehelder value. To get the maest out of this process, engaging specialists
with broad sxposure to varied bocidrocm practices and performance benchmarks is
critical,

Minimising the time spent on preparation and circulation of the survey and reporting
would maxirmise the time spent on deliberating the findings and formulating action plans
for improvement oreos identified, thereby optimising the Board's efficiency. 4s.a thumi
rule, for optimal results, at lecst 25% of the time spent on criteria and process selection
and mote than 50% of the time spent on deliberating the results of Board Evaluation is
desirable.




Annexure-1: Evolution of Corporate Board Evaluation Practices-Significant
Milestones

In o bid to ward-off hostile takedver threats, Campbell Seup Co., voluntarily adopts the
'Code of Corporate Governance' which includes board evaluation. Based on Board
Evaluation conducted, company reports areas for improvement [spend longer time for
long-term strotegic plans, some directors to speak up in meetings and upgrade in guality
of Company Reports) along with an Action Plan to implement it. This practice was
idantified by the Business Week in their Novernber 25, 1994 issug 03 aninnovative practice.
in their article on The Best ond Worst Boards'

i il

Failure of Canadian Life Insurance companies in early 1990s led to the appointment of
Dey Comrmission, which submitted a Report, titled 'Wheare were the Directors? The report
recommended a 14-point carporate governance practice to prevent such oocurrences.
The Sth praectice recommended by the committes was ;Asaeasing the effectivensass of the
Board, its committees and individua| directors.

v

Hampel Report advocatad the practice of Board Evaluation which was accepted in the
Combined Code of Corporote Governance, 2003

h 4

Report of the NACD Blua Ribhon Commission on Board Evaluation for improving Directors
Effectiveness recommended Board Evaluation for listed entities in the USA

—



The committes recommendad evoluation of non-executive directors as a nen-mandatony
reporting requirement.

h 4

Like most other governance and disclosure practices, Corporate Board Evaluation too has
fallowed the path of voluntary adoption by a few companies who understood its benefits
and were acclaimed, leading to regulators recommending it for adoption by larger group
of companies, Initially the regulators adopted the 'Comply or Explain’ mode before finally
mandating it for all entities under their regulotory ambit.

Annexure 2: Regulatory Provisions on Board Evaluation

A. Relevant Sections of the Companies Act 2013 are:

Section 134 13) {p) read with Rule B {4) of Companies [Accounts) Rules 2014 in case of a
listed company and every other public company having such poid-up copital as may
ke prescrbed (Bs 25 crores o mare), a staterment indicating the mannear in which
formal annual evaluation of the performance of the Board, its Committees and
individual directors in the Board's Report shall be laid down before the company in g
general meeting.

Section 178 (2} The Nomination and Remuneration Committee shall identify persons
wha are gualified to become directors and who may be appointed in senior
rmanagemeant in accardance with the citena laid down, recommend to the Board theair
appointment and removal and shall spacify the manner for effective evaluation of
performance of Board, its committees and individual directors to be carried out either
by the Board, by the Nominatien and Remuneration Committes or by an independent
external agency and review its implementation ond compliance,




SCHEDULE IV: CODE FOR INDEPENDENT DIRECTORS

Il {2): The Independent Directors shall bring an objective view in evaluating the performance
of the board and management.

V. The re-gppointment of an independent director shall be based on the report of
performonce evaluation.

Vil. Separate meetings:

1. The independent directors of the company shall hold at least one mesting in a financial
year without the attendaonce of non-independent directors and memioers of
management;

2. All the independent directors of the company shall strive to be present at such meeting;

3. The meeating shall:

Review the performance of non-independent directors and the Board as a whole;

* Review the performance of the Choirperson of the company, taking into account the
views of executive directors and non-executive directors;

+ Assess the guality, guantity, and timeliness of information flow batween company
management and the Beard that is necessary for the Boord to effectively and
reasonably perforny its duties.

Vill. Evaluation mechanism:

1. The entire Board of Directars, excluding the director being evaluotad, shall perform the
performance evaluation of iIndependent directors.

2. Based on the report of performance evaluation, it shall be detarmined whether to
extend or continue the term of appointment of the independent director.

B. Relevant Regulations of the SEBI (LODR] Regulations, 2015 for Equity Listed
Companies:

Regulation 4{2)(f){iil{%) Monitaring and reviewing the board of director’s evaluation
framewark.

e S



Regulation 17 (10) The evaluation of independent directors shall be made by the entire
boord of directors, which shall include —

+ Performance of the directars, and

+ Fulfilment of the independence criteria as specified in these regulations and their
independence from the managament:

Pravided that the directors who are subject to evaluation are included in the above
evaluction, they shall not participats,

Regulation 25(3): The independent directors of the listed entity shall hold ot least one
meeting in ¢ fingncial yeor without the presence of non-independent directors and
memiers of the management and all the independent directors shall strive to be present
at such meating,

Regulation 25[4): The independent directorns in the meeting referred to in sub-regulation (31
sholl, interalia-

* Review the performance of non-independent directors and the boord of directors as a
whale;

+ Review the performance of the chairperson of the listed entity, taking into account the
views of executive directons and non-executive dirsctors:

+ Aszess the gquality, quantity, and timeliness of the flow of information between the
management of the listed entity and the board of directars, which is necessary far the
boord of directors to effectively and reasanably perform their duties.

Requlation 19 Schedule |l Part-D, Role of Mominations and Remunerations Committes

+ Formulation of critena for evaluation of the performance of independent directors and
the boord of directors;

+ |dentify persons who are gqualified to become directors and whe may ba appointed to
senior management in accordance with the criterio loid down, and recommend their
appeintment and removal to the board of directors.

« Whether to extand or continue the term of appointment of the Independent director
basad on the report of performance evaluation of independent directors.

Requlation 34 Schedule V Part C Corporate Governance Report

+ Performance evaluation criteria for independent directors.



Annexure 3: Process flow of Board Evaluation as Envisaged in the Companies
Act, 2013

Tha regulatary provisions outlined in the eorlier section transiote 1o the process flow s
described here.

Picture 1: Corporate Board Evaluation Process -Flow Chart
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1. The Board's Momination and Remunaration Committee will define and recommend the
Corporate Board Evaluation Policy, evaluation criteria, and tools for conducting it, as

well os propose an evaluation calendar.

2. The Board of Directors is to approve the Corporate Boord Evaluation Policy and the
criteric with or without changes recommended by the NE&R Committes and initiote the
evaluation process.

3. The dentified diractars, axtermnal evaluators or the company executive (o prepare
occordingly for the approved board evaluation,

&, Independent Directors will be present in their meeting to evaluate the performance of

the Chairperson and Executive Directors vis-a-vis the criteria.

5. The Board of Directors is ta receive the Corporate Boord Evaluation Report, deliberate
upon its findings, decide on the Action Plan and approve the disclosures 1o be made in
the Annual Report.
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