umber of independent directors on the decline: Report

Non-appointment
in PSUs main
reason behind fall
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The total number of inde-
pendent directors (IDs) has
decreased in 2020 as com-
pared to 2019 and 2018, and
the reduction is mainly on ac-
count of non-appointment of
directors on boards of State-
owned entities, according to
a report.

The total number of IDs re-
duced to 2,249 in 2020 as
against 2396 m 2019 and
2,494 in the previous year,
said the report by Institu-
tional Investor Advisory Ser-
vices India Limited (liAS)
based on the study of the
board composition of NIFTY
500 companies as on Decem-
ber 31, 2020.

“This reduction can mainly
be attributed to the reduc-

On December 31,2020, 14 per cent (70 companies) were non-compliant with board composition

norms. Out of these 70 companies, 55 companies were PSUs

tion in the number of IDs in
PSU companies. The other
reason for the decrease in IDs
has been churn in the com-
panies forming part of NIFTY
500 over this period,” it said.
The outgoing companies in
the NIFTY 500 in 2020 when
compared to 2019 had 208 IDs
on their boards while the in-
coming companies had 188
IDs, whereas when compared
to 2018, the outgoing com-
panies in 2020 had 395 IDs on
their boards while the incom-
ing companies had 331 IDs, it

said. The PSUs forming part of
NIFTY 500 had 133 fewer IDs in
2020 compared to the earlier
year, the report said, adding,
there were 72 PSU companies
as a part of the NIFTY 500 in
both 2019 and 2020.

Board independence

PSUs in the NIFTY 500 com-
panies needed to appoint
around 141 independent dir-
ectors to their board to be in
compliance with the listing
guidelines of Securities and
Exchange Board of India

T

(SEBI) as on December, 2020.

On December 31, 2020, 14
per cent (70 companies) were
non-compliant with board
composition norms. Out of
these 70 companies, 55 com-
panies were PSUs. Board inde-
pendence has long been a
problem for PSUs. “The one
area that drags overall board
statistics is state-owned ep-
terprises (PSUs). The board
structure related issues are
much more prominent in
State-owned enterprises than
in public sector banks ( PSBs).

Excessive carve-outs for PSUs
embedded directly into regu-

lation justify the exceptions, |

but violations of regulations
continue on account of poor
enforcement,” it said.

RBI's recent regulations on
governance of scheduled
commercial banks also have a
carve-out for PSBs, given
them an unnecessary differ-
ential status, it said.

“Wwith increasing em-
powerment of investors, and
the expectations of respons-

ible investing, we expect do- |

mestic asset managers (o
hold boards to greater ac-
countability. As is often the

experience in other markets, |

directors will be compelled to
directly engage with key
stakeholders, including large
investors, suppliers, and cus-
tomers,” it said. To this extent,
the roles and responsibilities
of directors will see ara
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shift at a practical level, it ad-
ded. |



