/Sebi gives India Inc two
yearsto split CMD roles

MAJOR RELIEF 162 of top 500 firms have a chairperson, who is also MD, CEO
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MUMBAL: The Securities and
Exchange Board of India (Sebi)on
Monday allowed twomore years
for companies to ensure their
chairman has a non-executive
role, ina major relief for compa-
niesthatnow getadditional time
for succession planning.

In a gazette notification, Sebi
extended the deadline for the
change which, in effect, would
haverequired companies tosplit
theroleof chairman and manag-
ingdirector(MD),andensurethe
chairman is not related to the
chiefexecutive officer or manag-
ingdirector. The deadline, setin
June 2018, required the top 500
companies to comply by April
2020.

Of the top 500 companies, 162
have the same person as chair-
person, managing director and
CEO, accordingtodatacompiled
by NSE Infobase, run by Prime
Database. In52other companies,
the chairperson and MD/CEO
arerelated,

Mint reported on January 10
that Sebi was considering three
options for a smooth transition,
andoneofthem wastoextend the
deadline by two vears,

A person familiar with thereg-

= The marke‘ts regulator has given cnmpanias two more years to
ensure the separation of roles of chairman and MD.

ulator’s thinking said on condi-
tion of anonymity that the dead-
line has been extended as many
large companies were unpre-
pared for the transition.

“India Inc. had cited reasons
suchaslack ofglobal precedence,
being ill-prepared for the move,
and tooshort a deadline as some
of the reasons,” the person said.
“Inarecentmeeting with senior
government representatives,

India Inc. had also citedreasons

suchas this would becountterpro-
duetive toecongmic development
as the corporates would need to
rushtomeettheshortdeadling.”

“This is a very positive step
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that the regulator has considered
theconcernsofindia Inc. and has
extended the deadline, which
gives companies enough time to
effectarestructuring,” said Hai-
greve Khaitan, senior partner at
Khaitan and Co. “Typically, for
promoter-driven companies, it
was particularly difficult sinceno
other person except the promoter
or family were a better fit for sen-
ior management posts.”
However, M Damodaran, a
formerchairmanof Sebi, said the
decisiondoes not sendagood sig-
nal. “Companies hatl enough
time toimplement the decision. If
they had goneabout itseriously,

there would have been no diffi-
culty,” said Damodaran, chair-
personof Excellence Enablers, a
corporate governance firm.
Thehead ofalargelisted com-
panysaid suchabigchangeinthe
way companies structure them-
selves could not be done in a
hurry. “Itisavery controversial
topic given the names involved
and expected to be affected by
this. I believe that Sebi hasdone
nothing wrong in extending the
deadline becauseachangeof this
nature cannot berushedandcor-
porates need to be given time to
readjust,” hesaid, adding thatby
deferring the implementation,
Sebi is not cancelling but only
ensuringasmoother rollout.
AccordingtoKhaitan, therule
barring relatives as chairman
and CEO/MD remains a coneern.
Sebi relies on the definition of a
relative as per the Companies
Act, 2013, which would effectively
prevent sons, daughters and
close relatives from taking over
the managementwhile thefamily
patriarch staysaschairman.
“Many times, the promoters,
in terms of succession planning,
groom their relatives (sons and
daughters) to take up manage-
mentroles; so, the persisting con-
ditionthat they cannot be related
isstilla concern,” said Khaitan.



