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Independent ®
II)NDI&A INC IS all set to refresh its ~ directors in
oardswith 900 NSE-listed compa- NSE-listed firm
: pjes looking to recruit nearly 2,000 jn last 5 yearr;“ ; 2% 132
independent directors this year. ' i
Data sourced from primein- WG ot appointments | ‘
fobase.com also showthat as many ™ No. of cessations T N2 200 o
as 23 Nifty50 companies will Al R
need to recruit 47 independent

Fiirectors between them. The
include Hindustan Unilever, ITC,
UltraTech Cement, L&T and Tata

Consultancy Services.

b

Thishigh turnoveris a fallout of
_the regulatory guidelines imposed
in 2013 after the Satyam Comput-
ers scam. All independent directors

appointed priorto 2014 were reap-
pointed in 2014 as perthe newAct.
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THE NEW COMPANIES Act
mandates that independent
directorscanhold uptotwocon-
secutivefive-yearterms —amax-
imum of 10years — ina firm.
Hetal Dalal, president &
COO of Institutional Investor
Advisory Services (IiAS), noted
that companies have been
steadilyrefreshing theirboards
to meet the 2024 deadline
when previous tenures of inde-
pendent directors stop being
grandfathered. “Nevertheless,
the pace of this board refresh
has slowed down in 2023,
which is possibly why a larger
churn for independent direc-
tors is on the anvil,” Dalal said.
Even so, Dalal believes
extent ofthe problemis limited.
On December 31, 2023, the
S&PBSE 100 companieshad,in
all, 1,065 directors, of which
582 were independent direc-
tors, of which only 74 had a
board tenure in excess of 10
years. “Therefore, when looked
atin its entirety, the churnisa
relatively small share of total
board directorships,”’sheadded.
Shriram  Subramanian,
founder and MD, InGovern,

INDEPENDENT DIRECTORS COMPENSATION
IN NSE LISTED FIRMS-LAST 10 YEARS
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believes the challengestorecruit
qualified independent directors
are more to dowith companies
planningahead of time and ini-
tiating the search process, rather
than dearth of suitable candi-
dates.“Itisnotdifficult torecruit
20,000-25,000 independent
directors in such a populous
country,’hesaid.Amongthetop
200 NSE companies, the term of
six independent directors at
MRF and five each of Dabur
India and GMR Airports Infra-
structure will expire in 2024.
Firms such as Ashok Leyland,
Bharat Forge, HCL Technologies,
Larsen & Toubro, The Phoenix

Mills and Pidilite Industries
have four independent direc-
tors’tenures ending this year.
Dalal believes that the churn is
not significant because on
December 31, 2023, the S&P
BSE 100 companies had a total
of 1,065 directors,of which 582
were independent.directors. Of
these, only 74 had a board
tenurein excess of 10 years.
NSE-listed companies have
already appointed 233 inde-
pendent directors in 2024 (till
February 29), 1,360 each in
2023 and 2022,and 1,342 in
2021.Their cessations stood at
122in2024and 786in2023,a

fall from 915 in 2022, while
thatin 2021 stood at 792.
However, the remuneration
of independent directors has
been a point of discussion for
quite some time. “Given their
existing responsibilitiesand lia-
bilities, the remuneration of
independent directors has
remained a concern,” added
Dalal. While the sitting fees
have been capped, companies
pay out commission to inde-
pendent directors, making it a
more comprehensiveremuner-
ationstructure.InMarch 2021,
regulations were changed to
allowindependent directors to
be paid commission even if the
companymadelosses - thiswas
in recognition of the need to
compensate them fortheirtime
and deliberations, said Dalal.
Subramaniansaysthereare
no explicit restrictions on
remuneration, only in the
structure of the remuneration.
“Many leading companies pay
even upto Y2 crore perannum.
As demand on their time and
areas of expertise have
increased, the compensation
hasalsoincreased,;”he said.



