_Over 100 firms flout
norms on directors |

6% of NSE-listed firms short of legally mandated no. ofindependent d|rect0rs
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here seem to be quite a few

empty chairs in the board-

rooms of India Inc. Both

the Securities and
Exchange Board of India’s (Sebi’s)
listing regulations and the
Companies Act of 2013 mandate
that a certain proportion of a com-
pany’s board be composed of inde-
pendent directors. The presence of
such directors is said to pravide
better oversight and help improve
governdnce.

Currently, as many as 104 listed
companies have fewer independent
directors than mandated by the reg-
ulations; according to the figures
from Prime Database. Some of the
vacancies are because of resigna-
tions and retirements.

The number of boards that have
fewer than the required independ-
ent directors accounts for around
6 per cent of the companies listed on
the National Stock Exchange (NSE),
which forms the universe of the data
under consideration. There are over
1.600 listed companies on the NSE.

Some of the companies with few-

BIG HOLE IN THE BOARDROOM

= Regulations require that half
to one-third of the board
should beindependent
directors ,

= Over10dlisted companies

currentlydon’tfolbw this norm
it _‘f 1ooglk

imum numbm(of dhdependent
directors in caseof any class or class+
es of public conpanies,” according
to the Companies Act.

Pubflc sector companies also
have fewer than the required num-

ber of ependent directors, espe-
cialk lic sector banks. *
(o] g source claimed that

the boartl gomposition under the
Comp Act was not applicable
since ks had to form a board

eft than the mandated under the Banking
number of independent VRS | Companies (Acquisition
dirfcmrs are Bank of (RN % and transfer of
Haroda, Interglobe [PMMAPNQPMRIE  Undertakings) Act, 1970.
Aviation, and Canara However, there appears

Bank. E-mails sent to them
didn't elicit a response.

Sebi requires at least
half of the board of direc-
tors to be independent in
listed companies, if the
person heading the board
is someone in an execulive capacity,
or is related to the promoters.
Otherwise, one-third of the board
has to be independent.

“Every listed public company
shall have at least one third of the
total number of directors as inde-
pendent directors and the central
governiment mayprescribe the min-

board
meeting,

whichever is
later

months orin
the next

‘to be adifference of opin-
ion on how this would
apply. Experts say that
they are also required to
follow rules on the mini-
mum independent direc-
tors criterion.

Shriram Subramanian, founder
and managing director of corporate
governance advisory firm InGovern,
said that strictly speaking they were
required to adhere to the regulations
ifthey were listed.

“In the case of banks whose
shares are listed on stock exchanges;

. such baiiks also need to compiy with

® (ompaniesincludenterGlobe i

| Aviation, Bank of Baroda and
| CanaraBank

| ® Some other publicsector

banksdon't have independent
| directors too

the Sebi Listing Regulations (includ-
ing appointment of independent
directors), whereas under the |
Banking Regulations Act, 1949, there

is no such requircment to appoint
independent directors,” said Pavan
Kumar Vijay, founder and manag-
ing director at legal and financial
consulting firm Corporate
Professionals India.

Vacancies typically have to be,
filled in three months or in the next
board meeting, whichever is later.
There are penalties if companies
don’t fill up vacancies. These range
from %1,000 to 5,000 a day, under
various regulations. The officers in :
default can also face a similar fine.

Independent directors can play a
role in multiple key areas of corpo-
rate governance, including looking !
at key issues through their role in !
the audit committee. :

“(Independent directors) are |
required to safeguard the interests of
all stakeholders, particularly minor-
ity shareholders, balance the con- |
flicting interest of the stakeholders °
and bring an objective view to the
evaluation of the performance of the
board and manageément,” said Sebi’s
Qctober 2017 report of the commit-
tee on corporate governance,




