Cos Planning IPOs told to Drop
Director Nomination Rights

Regulator asks firms
to seek nod from
shareholders for such
rights for promoters,
investors after listing
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@timesgroup.com

Mumbai: The Securities and Ex-
-change Board of India (Sebi). is
asking companies planning initi-
al public offers (IPOs) to remove
director nomination rights pro-
vided to promoters and investor
shareholders from the articles of
association. They have to instead
seek shareholder approval for
such rights after listing, said so-
“urces aware of the development.
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The move is aimed at strengthe-
ning corporate governance.
While all other special rights
held by shareholders cease to ex-
ist when a company goes public,
the right to nominate directors
to the board had thus far been al-
lowed by Sebi.
Market experts said the move
was of a piece with Sebi’s recent
“efforts to curb misuse of board po-
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sitions in listed companies. Sebi
“had released a discussion paper
in February where this issue of
board permanency was raised af-
terafew casesof promotersand fo-
undersenjoyingboard permanen-
cy were highlighted in the media,”
said Pranav Haldea, managing di-
rector of Prime Database group.
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