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Swiggy tried to address a FEMA problem by
compromising governance. It failed.

Swiggy Limited's current predicament is one that most startups with low
promoter holdings and high foreign investment are likely to encounter sooner or
later. Indian foreign exchange law (- its Foreign Exchange Management Act or
FEMA) requires a company to satisfy two conditions to qualify as Indian Owned
and Controlled (IOCC). The first is an ownership test: more than 50% of equity
must be held by resident Indian citizens. The second is a control test: control -
defined as the right to appoint a majority of directors or to direct management
and policy decisions, must vest in resident Indians. At some point, most startups
with low promoter-high foreign holdings are likely to run into a FEMA problem
that Swiggy Limited is attempting to address. Indian foreign exchange law
mandates that to qualify as Indian Owned and Controlled (IOCC), a company
must satisfy two conditions.

Both conditions must be satisfied at the same time. Where an entity falls short,
the consequences are significant: it loses the ability to invest downstream as a
domestic entity, and its investments are reclassified as indirect foreign
investment. Its subsidiaries are then treated on par with foreign entities —
attracting the same FDI restrictions that apply in sectors like retail trading and
inventory-based e-commerce.
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Swiggy'’s board problem

Swiggy has no identifiable Indian promoter group that holds a substantial stake
or representation on the board. As of 31 March 2026, its shareholding is widely
dispersed, with public institutional investors holding approximately 40% and
non-institutional public shareholders holding 60%. Its board comprises seven
members, two of whom are nominee directors of MIH India Food Holdings
(Prosus).

Exhibit 1: Top Public shareholders on 31 March 2026

No. Name of the shareholder Shares held Voting rights
in (million) as % of total

1 MIH India Food Holdings BV 581.35 21.06
2 SVF II Songbird (de) LLC 172.91 6.26
3 Sriharsha Majety # 126.11 4.57
4 ICICI Prudential Multi-Asset Fund 89.93 3.26
5 Kotak Midcap Fund 79.19 2.87
6 Accel India IV (Mauritius) Limited 76.51 2.77
7 Mirae Asset Large & Midcap Fund 62.27 2.26
8 Nippon Life India Trustee Ltd 61.69 2.24
9 Invesco India Flexi Cap Fund 56.87 2.06
10  Tencent Cloud Europe BV 54.34 1.97
11 SBI equity Hybrid Fund 53.60 1.94
12  Government Pension Fund Global 39.62 1.44
13  Elevation Capital V Limited 37.30 1.35
14  Norwest Venture Partners VII-a-Mauritius 36.73 1.33
15  Aditya Birla Sun Life Trustee Private Limited 35.10 1.27
16  SBI Life Insurance Co. Ltd 33.59 1.22
17  HDFC Trustee Company Ltd 33.02 1.20
Total 1630.13 59.07

Source: Capitaline database
#Sriharsha Majety is the MD and CEO of the company

Exhibit 2: Board Composition on 26 April 2026

S No Name Occupation Type
1 Sriharsha Majety MD and CEO ED
Ashutosh Sharma Nominee of MIH Internet India Private NED
Limited
3 Renan Pinto Nominee of MIH India Food Holdings BV NED
4 Anand Kripalu (C) Operating Partner, Kedaaraa Capital ID
5 Ms. Suparna Mitra MD & CEO, TeamLease Services Ltd ID
6 Shailesh Haribhakti Chairperson, Shailesh Haribhakti & ID
Associates
7 Faraz Khalid CEO, noon ID

Source: Annual report, Company website, BSE
ED: Executive Director, ID: Independent Director, NED: Non-executive Non-independent director, (C): Chairperson

Swiggy's proposed fix

To address this, the company proposed altering its Articles of Association (AocA)
to create a new "governance architecture" linked to its founders, ultimately
intended to achieve IOCC status.
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The plan included granting CEO Sriharsha Majety the right to nominate himself
and one additional person from the senior management to the board. It also
proposed a new personal board nomination right for Chief Growth Officer and
Co-Founder Phani Kishan Addepalli.

The objective was perhaps to ensure the founders could appoint a majority of the
non-independent directors, thereby guaranteeing a resident Indian majority on
the board regardless of foreign nominee choices.

But institutional investors did not back this governance fix to its FEMA problem.
The resolution needed 75% to pass as a special resolution. It got 72.36%.

Voting Outcome
Exhibit 3: Voting outcome for Resolution 1 of the 2026 Postal Ballot: To Approve the alteration of
Articles of Association of the Company

% of % of % of
. No. of shares No. of votes > No. of votes No. of votes votes °
Promoter/Public votes N . . votes
held polled in favour against in .
polled against
favour
Promoter Group - - - - - -
g‘osltét:rt:)”a' 1,109,677,542 1,035,738,151 933 423,167,390 612,626,143  40.9 59.1
Others 1,650,636,013 1,212,501,048 73.5 1,203,595,621 8,905,427 99.3 0.7
Total 2,760,313,555 2,248,294,581 81.5 1,626,763,011 62,15,31,570 72.4 27.6

Source: IiASADrian; BSE Datafeed

Three governance concerns

At that outset, the IOCC argument surfaced after we initially flagged governance
concerns with the AoA proposals. It should've been part of the shareholder notice
to begin with.

Bundling

Grouping the deletion of lapsed rights of existing investors (like Accel and
SoftBank) with the granting of fresh, expanded rights to the founders was poor
design. A shareholder who had no objection to the housekeeping but opposed
the new rights had no mechanism to separate the two. We believe shareholders
should have been given the opportunity to vote on each change independently.

The proposal tied significant board influence to a low shareholding
threshold

Sriharsha Majety's right to nominate an additional director was anchored to
holding 67.7 million shares- about 2.45% of the company as of 31March 2026 - or
remaining in a senior management role. Share ownership must have a bearing
on board nomination rights, and that threshold is a thin equity basis on which to
anchor two board nominations in a widely held, promoter-free company.
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Swiggy proposed granting nomination rights to Phani Addepalli basis
vested ESOPs and not share ownership

Phani Addepalli's board seat was tied to continued employment, a minimum
shareholding, and holding vested ESOPs or shares - or a combination - equivalent
to at least 2.9 million shares, or 0.11% of the company as of 31 March 2026.

As of April 1, 2026, he held around 276,000 shares and 7.3 million vested but
unexercised stock options - above the threshold, but almost entirely in options
rather than actual equity.

Vested options remain susceptible to lapse or forfeiture due to employment
terms or termination for cause, making them a fragile and unusual basis for a
permanent board seat.

The nomination rights of Accel and SoftBank were deleted on the grounds that
their shareholding had fallen below the required threshold. Granting Addepalli a
nomination right without a comparable shareholding threshold is internally
inconsistent with that logic.

Was this governance choice the only fix?

Swiggy itself acknowledged that restructuring board nomination rights alone
may not solve its IOCC problem. In its 13 May stock exchange filing, the company
stated that the proposed amendments form part of a broader endeavour to
become an IOCC "as and when the domestic shareholding in the company
increases beyond 50% with necessary regulatory and shareholder approvals."

The amendments, in other words, were designed to address only the control limb
- the ownership limb remains unresolved and would require a separate process.

Swiggy is not unique to have this problem. Eternal, formerly Zomato, addressed
it via capping its foreign shareholding. By limiting foreign ownership to 49.5%, a
company satisfies the ownership limb of the IOCC test more directly than it does
through complex board rights.

Further, a company can demonstrate "control" simply by ensuring its board is
naturally composed of resident Indians through ordinary appointment
mechanisms, provided no foreign shareholder has override rights.

Board nomination rights should remain linked to a meaningful equity
shareholding rather than unexercised stock options. Swiggy must find more
suitable ways to address IOCC requirements that do not compromise
governance structures or prejudice the interests of minority shareholders.
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Disclaimer

This document has been published by Institutional Investor Advisory Services India Limited (IiAS). 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. IiAS shall not be in any way responsible for
any loss or damage that may arise to any person from any inadvertent error in the information contained in
this report. This document is provided for assistance only and is not intended to be and must not be taken
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make
such investigation as it deems necessary to arrive at an independent evaluation of information referred to
in this document (including the merits and risks involved) and exercise due diligence while using this report.
The discussions or views expressed may not be suitable for all investors. The information given in this
document is as of the date of this report and there can be no assurance that future results or events will be
consistent with this information. This information is subject to change without any prior notice. IiAS reserves
the right to make modifications and alterations to this document as may be required from time to time;
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be
happy to provide any information in response to specific queries. No copyright infringement is intended in
the preparation of this document. 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 this
information. This report may cover listed companies (the ‘subject companies’); IliAS 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 IiAS. TiAS and its research
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed
on its website.

Confidentiality

This information is strictly confidential and is being furnished to you solely for your information. This
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any
other person or published, copied, in whole or in part, for any purpose without the written permission of
TiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which would subject LiAS to any
registration or licensing requirements within such jurisdiction. The distribution of this document in certain
jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform
themselves about and observe, any such restrictions. The information provided in these reports remains,
unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and other
Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form or for
any purpose whatsoever by any party without the express written permission of the copyright holders.

Other Disclosures

TiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) 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 1300+ 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
( and ). There are no significant or material orders passed
against the company by any of the Regulators or Courts/Tribunals.

This article is a commentary on general trends and developments in the capital market.
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About

Institutional Investor Advisory Services India Limited (IiAS) is an advisory
firm that provides capital markets with independent opinions, data, and analysis
on governance and ESG, including voting recommendations and ESG ratings in
India, through its wholly owned subsidiary IIAS Sustain.

[iIAS offers voting recommendations on shareholder resolutions for
approximately 1,300 listed companies, covering over 96% of the country’s market
capitalization. The company operates two proprietary platforms: SMART, which
enables tracking and reporting of stewardship activities, and ADRIAN, a
comprehensive database of shareholder resolutions and institutional voting
data.

TiAS has collaborated with the International Finance Corporation (IFC) and BSE
Limited, with support from the Government of Japan, and developed the India
Corporate Governance Scorecard - a benchmarking tool that offers granular
governance scores and peer comparisons to help investors and companies
evaluate governance practices.

TiAS has expanded in ESG offerings through its wholly owned subsidiary set up a
dedicated subsidiary, IiAS Sustainability Solutions Private Limited (IiAS
Sustain) to focus on ESG. IiAS Sustain has published ESG Ratings on over 500
companies, issued Second Party Opinions for green bond issuances, and works
closely with hedge funds, alternative investment funds (AIFs), and private equity
firms to support ESG integration. LiAS is a signatory to the United Nations
Principles for Responsible Investment (UN PRI).

TiAS is backed by a strong shareholder base that includes Aditya Birla Sun Life
AMC, Axis Bank, Fitch Group, HDFC Investments, ICICI Prudential Life Insurance,
Kotak Mahindra Bank, RBL Bank, Tata Investment Corporation, UTI AMC, and Yes
Bank.

TiAS is registered with SEBI as a Research Analyst (Proxy Advisory) (Registration
No. INHO00000024)

[iIAS Sustain is registered with SEBI as a Category II ESG Ratings Provider
(Registration Category-I1I/0006)

iilasadvisory.com iiasadrian.com iiassustain.com
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