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Sebi noti�es new governance norms for listed �rms, splits
CMD post
As per Sebi’s new governance norms, companies will have six independent directors
including a woman
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On 28 March, the Sebi after the meeting of its board accepted 40 of the 80 recommendations of the Uday Kotak panel.
Photo: Mint

Mumbai: The market regulator Securities and Exchange Board of India (Sebi) on
Thursday notified changes in the governance norms for listed companies to enhance
governance and transparency.
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Separately, it issued a circular on the non-mandatory provisions such as disclosures of
board evaluation, disclosure of medium and long-term strategy of the company and
having an internal group governance committee.

Based on the Kotak panel recommendations, the regulator has decided to split the post
of chairman and managing director (CMD) and also increased the number of
independent directors to six including a woman director, the Sebi said in the gazette
notification on Thursday.

“One would continue to debate the merit of such distinction (splitting the CMD post),
the notification requires top 500 entities by market capitalisation (as on 31 March,
2019) to implement such change by 1 April, 2020. For companies that fall within the
ambit may require reexamining their board structure with number of executive
directors and overall strength.” said Darshan Upadhyay, partner, Economic Laws
Practice (ELP), a law firm.

According to the regulator splitting the CMD post will address conflict of interest.

The regulator in the norms also increased disclosure of related-party transactions and
made secretarial audits for listed entities and their material subsidiaries mandatory.
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On 28 March, the regulator after the meeting of its board has accepted 40 of the 80
recommendations of the Uday Kotak panel submitted in October last year.

The regulator asked top 500 companies to appoint at least one woman independent
director by 1 April, 2019. A change from the current norms which requires one woman
director.

Sebi has also put a cap on the number of directorships with independent directors not
being allowed in more than seven listed companies.

“One of the concerns have been cross directorship and the notification has tried to
address that by amending the requirement of considering an individual as
independent directors.” Said Upadhyay of ELP.

Sebi also enhanced the role of shareholders or give them more powers on company
decisions.

A shareholder approval will be needed for making royalty or brand payments to
related parties exceeding 2% of consolidated turnover.

Shareholders will also have a greater say in the remuneration of directors. For
instance, in cases where the annual remuneration payable to a single non-executive

https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjssx4LrE90743tDmYmOTzJAH9pXCSRXzXtN0lKfa-m23JrBy9ZNUXXDMVouKOryDewZyDMA34rLMzyITUedOejqX9WmNY0NsSPaTGzWiN14KkO2YXkU0ldfVgu1d2N_3Ijv6Egtbd24n4y0iet8brdYB5Zn_NlDUMBOILyHKy08C7EtUc2zDdeukkOz8axDVn57VLv3GV4OgzATeKLcwz4ErN9g62LLoEcpb9qHwAjcPRJrgVQVAGaMmG3t4AGldPZ76hp4L11IvXKHSBJg-DgH4jekU1CKXD9MDdKxozMumiu66WVk6gMtF9awFLVgKzCuiT_yuab4lABrx71tIA95ARCGFL1iNmKJg6vT2TTlzGmJvH58RjySsXxQaNuFFoejB9h1R7QoOjLvbHyWxOJ8idYY2KXUqj6LxyR6tCm5iOR_KfW6ttJrFhXJ9j0x-XUbFKuiS8a4ApnexsjIIHgaeIFhcfbUoJLnOvDMh9ag6e0ybD00pVb1MG8PNednTyKDa7_QLZUkYNa4L4pMacoqH1oGYr-pTxxuB0qY2ytsm3rxdfqXuSJ5XJUgCikdSPxx5HIBkYjxfn3JOiS9a5id78c_BYl5fAEVBH6DnerwCywJHP5dYV__kbHM3OlYHjdsRSV0FhOQgIOC_iqzjNYGIJcyMcn_lamBMf7NXMWb8kGf2MmJN6daJ-RJCEvUPY-qVs3BXtQlMNwJD6Ai7MTDhNsAzzEd7tvNJpUSind3R0Zr7I4O-9KMCzgvfxnRn7HZr2cNzyB22OoJE_cLXUAG2JTZZBGr06hNNVABTcjV2PrmcTqhblSOD35FDWaD4qUt3uCR8C_-aKBzD5S-fQSkfy6a5Ov37niOQxZuP_OXg1wNV72fr5CqR2gvlGefGTyfk2SmQcg&sai=AMfl-YRNi26Igf3GBu8YZnniA8TLDTqPPraYTunI3tZpvfxEaZyaZjj8WDQLrhIKdkyFyPWujAOCFHk4nd2iDv0lfryLC10OmTTfdhiP3pYAKpbBVfaDqOYNk5KMmJICrubmjgXuBu2Duu4_zN9pkV9Wrx6H_RoA7CJHuhQyWSzVZiiVUvq5zBSxydKzk8y0fDFHw-L1MKhJMQsTsVxBemjhJ4bxtINolwLm5CGY9koKPwGI3nOLJtykq9uAt11u3PseSm67sYSoKze2In9MI88J4x67V3X-tkNOrnUt5m2766aATiXFNe9Fz2socMzVjH492TiTIWXpTICRZQllbmvax3MS1jX0bR0snanqrG11VMFO3Q&sig=Cg0ArKJSzA0CWd7_WiqE&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N197801.3280565PERFORMICS-DISPLA/B21516995.226966245%3Bdc_trk_aid%3D424828203%3Bdc_trk_cid%3D104647882%3Bdc_lat%3D%3Bdc_rdid%3D%3Btag_for_child_directed_treatment%3D%3Btfua%3D
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsuP5_DKRUX5z8v8809Ci42Op8qKWvQ7Y40qPR-I9BmAZsjasOHNLdvXclu6a-Clp6jpOpGxOIU4dhrRqGWQnKW3y1aV4Pc6OT_zGa1A_ppnmNJHmsgbuPv1o18kJCR8ORTivtgGDA7GAFryogilKLkL5GzfQ6v4H8DPHEeRK-FMWenJER6ZQzY9SiBLI4elwBl0nnnBej58LDXsSbUR_IpgGl61VyOx46_RCWPMm06ib2_ZIjNn56NS-TFwuE9OrasOchOJmC9RZ5XF9iLLU3hXDn4gw8opZx8eU5TE39uIOauUFKCBao-aTmQzYz4cirehH3-i302kSHPzM4X-67YnZow8j7K5JSBvxUEZ3Hq6UoxqnyY1f88i3_t1l9mWiZe0Q4B5eQecuhJ6HNtj52k25J2f15BgC00UltgcIgLyRjyReIppSQ2q_jtM8eCu7j1-k3Jn0Nmg0hDh2xi0WsdOQLSB4OuiEkLXnMRcXag3ppevWGma2tRd8R2aBuq4pymOIpPTSX2duVAfC1L0Ox87hkkIHRqCGXJ_XitpDOCrs-0L5RIrgQHGU0ZTiLff1FyW6PnVdYS8vhqOs74EkJYjGxwLq-Gk6bJvlbMRp1yWoLYpC9qG3oNFh8hvkp2gjM1Cf15ldF_AI--tukeioySHXGTtW7Rbvv-eAw3dY4UcTsg1o6_QqYfYhdfELkN1qNgpRjAjunRBgbNTCVXmkeU-gRI5qmtGdPm82HzhQLnfZFcx8h3a0dHv2zoI87X-sOkkKv0MkBlt4bAs317rsK5RMj4OgJhyaXIWZ9LRuYZPCDcG2CgmIF_Cg7-LEqmQp1Lk0fsGL5hRsBO8tMCVmqpkFsdI1P8zkss2dlMuSrCln6aWxaIJHGnmoyPy7RQTN9VDt8UzGg&sai=AMfl-YRiUbCpAVutx1cR0kxahB12k2udE_Au1HQoaCv1YnGnNmfjlTSV99kxRIZmsU1sU7OgyGyjmgdc03Qmuq4OPrKzwNeoF8zNiy2qRpOLIpmDNS9OE4JANY007LpGULzu-fGI-lSdP4_Vg8fy7gRRQ4kKEla4VUz6EIkJEXJTTN3Z954_8hB1__Q7QvZhQ8vL4GhAs-CLrlU65ZhiiQG1YzTisMSXf86A2rd8yOqmUfYk6i1DtrpoOtdmbT62tLDU2yNssJmWJrPrPCcxGrw92velaidFHgUQG9JP_GLc-ZmrGlh74CTXiWFgJiYrCMQ9kpWfybzlT6osXPNhYTo8yeTHUpzxgyYk7qxxwSOl-4yadg&sig=Cg0ArKJSzKUWbqu3e0vq&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N197801.3280565PERFORMICS-DISPLA/B21516995.226966245%3Bdc_trk_aid%3D424828203%3Bdc_trk_cid%3D104647882%3Bdc_lat%3D%3Bdc_rdid%3D%3Btag_for_child_directed_treatment%3D%3Btfua%3D


director exceeds 50% of the total annual remuneration payable to all non-executive
directors, if the annual fee payable to executive director, who is part of promoter
entity, exceeds Rs5 crore or 2.5% of the net profits of the listed entity.

Sebi also increased the size of the quorum for every board meeting of top 1,000 listed
firms from 1 April, 2019 to be be one-third of its total strength or three directors,
whichever is higher, including at least one independent director.
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