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% Institutional investors,

stock markets, and
other intermediaries

The role of stakeholders
in corporate
governance

Supported by the
Government of Japan

(Indian CG Scorecard:
10% weight)
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The scorecard perspective

Globally accepted model
and structure — based on
the G20 / OECD Principles
of Corporate Governance

Global benchmarks
adjusted for Indian
regulations and Indian
context

22-02-2022

Derivative scorecards created for
unlisted companies and for lenders
(credit markets)

INDIAN CORPORATE GOVERNANCE SCORECARD

The relative
positioning is more
important than the
absolute score

From the lens of an
equity investor —and
therefore uses publicly
available information
only
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Sample questions

Does the remuneration
structure for executive
directors align pay with
performance?

22-02-2022

There is no variable pay in
the remuneration structure

Only short-term incentives
embedded in the
remuneration structure

Both short-term and long-
term incentives embedded
in the remuneration
structure

INDIAN CORPORATE GOVERNANCE SCORECARD

Responsibilities of the board

GUIDING PRINCIPLE

Management incentives must be aligned
to corporate goals, in a manner that
balances the short-term and long-term
agenda

OBSERVATION O),

* CEOs in India have lower variable pay
components compared to their global
peers

» Little disclosure on drivers of variable

pay
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What the scorecard assessment en

Website disclosures

Certain questions of the scorecard

Annual reports

A review of all disclosures
made in the annual reports
for the past three years

Stock exchange
filings
We have a three-year look-

back period for stock
exchange filings

22-02-2022

assess the quality of disclosures on

the website. To this extent, all

website disclosures are assessed

Any other publicly

available information
Investor calls, media briefings and

discussions on television channels by

senior leadership

INDIAN CORPORATE GOVERNANCE SCORECARD

Policy reviews

The scorecard requires an
assessment of the quality
of policies, including

related party transaction
policy, dividend policy, et
al

-

Substance over form

overlay

The assessment will test whether
policies and disclosures are being
practiced — however, this is limited
to contrarian actions
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Scoring calculations

Assessment category (based on the G20/OECD Number of Max attainable Category Company
Principles of Corporate Governance) questions score weight score
Rights and equitable treatment of stakeholders 19 38 30%
Role of stakehold 9 18 10% core in each
ole of stakeholders 6 category ;
multiplied by :
Disclosure and transparency 23 46 30% the ca.tegory 5
weight 5
Responsibilities of the board 19 38 30% ©
Based on a
0,
Total 70 100% total of 100
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Scoring categories

LEADERSHIP (>=70)

__________________________________________
s

GOOD (60-69)

ed

FAIR (50-59)
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BASIC (<50)
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2021 Assessments
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Scores continue to improve despite CO

SENSEX

Y &

rved
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- Leadership Good . Fair . Basic

Scores: >=70 Scores: 60 - 69 Scores: 50-59 Scores: <50
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N\
Scores continue to improve despit

SENSEX

79 80

rved

61
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Maximum - Median - Minimum
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Scores continue to improve despite CO
L ) ‘\

BSE 100

d
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- Leadership Good . Fair . Basic

Scores: >=70 Scores: 60 - 69 Scores: 50-59 Scores: <50
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Scores by assessment categories

BSE 100

22-02-2022

Rights of Role of
shareholders stakeholders

INDIAN CORPORATE GOVERNANCE SCORECARD

70

Disclosures &
transparency

84

Responsibilities
of the board

13
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Scores by assessment categories

BSE 100

Category

RIGHTS AND EQUITAELE
TREATMENT OF
SHAREHOLDERS

ROLE OF STAKEHOLDERS

DISCLOSURES AND
TRAMSPARENCY

RESPONSIEILITIES OF THE
EOARD

TOTAL SCORE

Relative Performance
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Sectoral medians are changing slowly

BSE 100

22-02-2022

Information Technology

Financials

Consumer Staples

Consumer Discretionary

Materials

Healthcare

Industrials

Telecom and Utilities

. Jo¥ w2021
2020
e SO
2019
e S 3
e S 4
e - 0
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Ownership wise median scores

2021

2020

Median
Score

BSE 100

, ——
(11) widely Held f{12)\, » Number of
\

> - companies

(8) MNCs (7)

oo i —

(63) Promoter Family (66)
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(18) PsSus (15)
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N\,
Institutional investors demand strong gove_ [iAS

BASIC FAIR GOOD LEADERSHIP

Average holding \

by institutional 37% 35% 39%
investors

Average

promoter 48% 51% 48% 40%
shareholding
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Stronger boards result in better corpor_

BASIC FAIR GOOD LEADERSHIP
Average board
independence o o o
(independent directors 31% 33% 44%
with a tenure of < 10 -
years)
Gender diversity . ‘
(directorships held by 8% 17% 19% 19%
women)
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SENSEX vs. BSE 100

68

SENSEX

BSE 100
BSE 100 (excl SENSEX)

2019 2020 2021

22-02-2022 INDIAN CORPORATE GOVERNANCE SCORECARD
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SENSEX vs. BSE 100

BSE 100 BSE 100 SENSEX
(excl SENSEX)

Average holding by

institutional 38%
investors :
Average promoter

47%

shareholding
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SENSEX vs. BSE 100

BSE 100 BSE 100 SENSEX
(excl SENSEX)

Average board
independence

, | | 41%
(independent directors with 5
a tenure of < 10 years) ;
Gender diversity
(directorships held by 17% 17% 19%

women)
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Companies with leadership scores in

2 airtel L} HDFC BANK

Dr.Reddy’s €

HDFC T iciciClombard  PicictpropmA

Sarwtha ke jiyo! Hindustan Umﬂww Lmated WITH YOU, RIGHT THROUGH } %
INfos\s en Manindra R TAACOISERODLCTS
Kotak Mahindra Bank Rise. %

W .
TATA MOTORS ERTA TATASTEEL TmaAn w-prog

TATA POWER

* In alphabetical order, not in the order of scores
e Kotak Mahindra Bank, ICICI Prudential Life Insurance Company Limited and HDFC through its subsidiary HDFC Investments are shareholders of liAS

Tata Investment Corporation Limited of the Tata group is one of liAS’ several shareholders.
* [iAS as a proxy advisor provides various services including voting advisory, publishing reports on corporate governance and related matters. These services are subscribed to by some of these companies,

for which liAS has received remuneration in the past twelve months.
22-02-2022 INDIAN CORPORATE GOVERNANCE SCORECARD 22



© 2022 liAS; All rights reserved

Do markets value go
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Price performance of companies evaluat

2019

2018

2017

BSE 100
Good + Leadership (Score > = 60)

Basic + Fair (Score < 60)

-0.1%

14.3%

2017: Stock price performance analyzed from 1 November 2017 to 29 October 2021
2018: Stock price performance analyzed from 1 November 2018 to 29 October 2021
2019: Stock price performance analyzed from 1 November 2019 to 29 October 2021

22-02-2022

INDIAN CORPORATE GOVERNANCE SCORECARD

20.9%

23.9%

© 2022 liAS; All rights reserved
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https://80cb29c1-d47b-4d4e-a4b4-a262ad35f48b.filesusr.com/ugd/6e1ce5_adf565f1ad7148569480f95059e33dcf.pdf
https://80cb29c1-d47b-4d4e-a4b4-a262ad35f48b.filesusr.com/ugd/09d5d3_eef64afe13ab41cfa9b0df292b439470.pdf
https://docs.wixstatic.com/ugd/09d5d3_b8f0c320af754f8e9b0e56e096728734.pdf

Stock Beta of companies evaluated

Good + Leadership (Score > = 60) 0.89

2019 Basic + Fair (Score < 60) 0.90

0.93

2018 0.96

© 2022 liAS; All rights reserved

2017 102

2017: Stock beta performance analyzed from 1 November 2017 to 29 October 2021
2018: Stock beta performance analyzed from 1 November 2018 to 29 October 2021
2019: Stock beta performance analyzed from 1 November 2019 to 29 October 2021
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https://80cb29c1-d47b-4d4e-a4b4-a262ad35f48b.filesusr.com/ugd/09d5d3_eef64afe13ab41cfa9b0df292b439470.pdf
https://docs.wixstatic.com/ugd/09d5d3_b8f0c320af754f8e9b0e56e096728734.pdf

Governance Trends

© 2022 liAS; All rights reserved
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Board engagement levels

2019 2020 2021

Companies of which

all board members

have attended at least

75% of the board 60%
meetings held over

the immediate past

three years

AGMs that all board 13%
members attended
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Board independence

2019 2020 2021

Companies that have ‘ ‘
adequate

representation of 959, @ 8%
Independent Directors

(meeting the regulatory

standards)

Companies that have

at least half their

boards comprise 250/ @ 28%
Independent Directors

(with a tenure of less than

10 years)
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Board composition

2019 2020

Boards that have
separated the CEO and 57%
Chairperson roles

ed

© 2022 liAS; All rights reserv

Boards with at least
one woman 97%
Independent Director
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Women on boards

17%

38

© 2022 liAS; All rights reserved

15

0% > 0% and < 10% > 10% and < 20% > 20% and < 30% © 230%
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Succession Planning

2019 2020

Companies that have a
succession plan for
either the board of 57%
directors or the senior

leadership

ed

© 2022 liAS; All rights reserv

Boards that have
discussed succession 8% 8%
planning
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Board diversity

2019 2020 2021

Boards with non- ‘ ‘
executive directors
that have knowledge 97% 96% 96%
of the company’s core
business domain
Boards with diversified
and comprehensive 41%
set of skills
32

22-02-2022 INDIAN CORPORATE GOVERNANCE SCORECARD

ed

© 2022 liAS; All rights reserv




Executive Remuneration

2019 2020 2021

Companies where
executive pay has
been aligned to
company performance
over the past three
years

48%

ed

Companies where
executive pay
structures have at
least 50% variable pay
and aggregate pay is
less than 5% of profits

© 2022 liAS; All rights reserv

55%
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Executive Remuneration

2019 2020 2021
Companies with stock 229%
options were granted )
at market price
22 of 53 companies 21 of 54 companies 22 of 58 companies §
o
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Board evaluation

2019 2020 2021

Boards that have

: 8%
disclosed the outcome
of board evaluations

22-02-2022 INDIAN CORPORATE GOVERNANCE SCORECARD 35
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Conflict of Interest

2019 2020

Companies that have a
publicly disclosed
conflict-of-interest

policy

ed

Companies with
conflict-of-interest
policies that
encompass all
stakeholders (not
limited to employees)

© 2022 liAS; All rights reserv

20% 18%

I
O
X
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Related Party Transactions

2019 2020

Companies that

undertook RPTs in the

past three years that 239%,
were prejudicial to the

interest of minority

shareholders

ed

23 of 41 companies 20 of 39 companies 30 of 40 companies

© 2022 liAS; All rights reserv

Companies with

policies on RPTs that

prohibit interested

directors from 44%
participating in

discussion and voting

on the transaction
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Investors are getting vocal

2019

Companies that had
shareholder proposals 2%
rejected by investors
Companies that had
shareholder proposals
| PToP 6%
carried by promoter
votes
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Corporate Social Responsibility

2019 2020 2021

Companies that spent ‘ ’
at least 2% of profits 75% 82%
on CSR
Companies that have
undertaken an impact
assessment of their 32%
CSR spends and
disclosed the results
39
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Managing stakeholders

2019 2020

Companies that

delayed payments to 20%

suppliers

Companies with

whistle blower policies o

that extend to all 34% @
stakeholders
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Managing employees

2019 2020 2021

Companies with

publicly disclosed 58%
health, safety, and

POSH policies
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Changes to the scor

Effective 1 April 2022
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Scorecard is being modified effective

* Leadership cut off changed to 75
from the earlier 70 LEADERSHIP (>=75)

___________________________________________

e Of the total of 70 questions: Goop (60-74)
e 3 questions added ]
* 6 questions removed FAIR (50-59)

* 11 questions modified
BASIC (<50)

------------------------------ ~.

© 2022 liAS; All rights reserve

* Changes follow liAS” November
2021 market consultation paper

* Made to address the changes in
regulations and practices
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Caveat

As all evaluation frameworks do, the methodology of the Indian Corporate Governance Scorecard also has its own limitation. A high
score on the scorecard is not an indicator of current or future financial performance, or stock price performance. The scores also do
not indicate the permanency of governance practices: a company’s governance practices may improve or deteriorate from the date of
the scoring. The scorecard is based on publicly available information, which has its limitations and cannot predict corporate behaviour

— especially during contentious or divisive situations.

© 2022 liAS; All rights reserved
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Disclosure

liAS is a SEBI-registered entity (proxy advisor registration number: INHO00000024) dedicated to providing participants in the Indian market with
independent opinions, research and data on corporate governance issues as well as voting recommendations on shareholder resolutions of over 900 listed
Indian companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory reports, standardized services under
the Indian Corporate Governance Scorecard, and databases (www.iiasadrian.com and www.iiascompayre.com).

This presentation incorporates the framework and results of the evaluation carried out by liAS based on the IFC-BSE-liAS Corporate Governance Scorecard.

This presentation is intended for information purposes only and nothing conveyed should be considered as legal or professional opinion or advice or form
basis of voting or investment decision. The information contained herein is solely derived from publicly available data, but we do not represent that it is
accurate or complete and it should not be relied on as such. liAS, its group companies and its employees shall not be in any way responsible for any loss,
liability or damage that may arise to any person from any inadvertent error in the information contained herein. The information contained herein is as on
the date of this presentation and liAS is under no obligation to update the same. This information is subject to change without any prior notice; liAS
reserves the right to make modifications and alterations to this presentation as may be required from time to time. No copyright infringement is intended
in the preparation of this presentation. Neither liAS nor any of its affiliates, group companies, directors, employees, agents or representatives shall be
liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the
use of the information contained herein or the results obtained. The presentation covers listed companies (the ‘subject companies’) - liAS may hold a
nominal number of shares in some of the subject companies to the extent disclosed on its website and/or these companies might have subscribed to liAS’
services or might be shareholders of liAS. Neither liAS nor its research analysts or their relatives have any financial interest of one per cent or more in any
of the subject companies. All data, layout, design, original artwork, concepts and other Intellectual Properties, remain the sole property and copyright of
liAS and may not be used in any form or for any purpose whatsoever by any party without the express written permission of liAS. Further, this presentation
may not be reproduced in any manner without the written permission of liAS.
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DGP House, Old Prabhadevi Road, Mumbai: 400 025 T: +91 22 6123 5555 E: solutions@iias.in


http://www.iias.in/
http://in.linkedin.com/pub/iias-proxy-voting-advisory/4a/237/bb1
https://twitter.com/IiASAdvisory

