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India Inc’s remuneration levels needs to be 
reined in 
Early signs in 2022 suggest that once again, the growth in remuneration will 
outpace revenue and profit growth. Compensation levels are increasing, and 
remuneration disclosure levels are decreasing. Nomination and Remuneration 
Committees are unable to build tangible contours for compensation, resulting 
in runaway payments. SEBI needs mandate that remuneration resolutions 
come with monetary caps and make it a majority of minority vote. 
 

 
 

The remuneration structure, where promoters get a significant upside and bear limited 
downside of company performance, compared to other executive directors reflects a 
feudal mindset that needs desperate change.  

The first step of curtailing such behaviour is where Nomination and Remuneration 
Committees (NRC) come in. They need to answer if promoters, by definition, contribute 
significantly more to a company’s success than professionals? Or is it just an ownership 
right that is being abused? 

NRCs have been reticent in driving accountability through remuneration. The allow 
promoters to have a direct share of profits as commission, which means that promoters 
will get paid as long as the company is profitable, independent of the quality of profits. 
Long-term goals of growth, de-risking of the business, and focus on non-financial 
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performance metrics are assumed to be in the list of the promoters’ responsibilities, but 
a tangible measurement of delivery is not required. This limits the incentive mechanism. 

This is different for professionals at the helm of companies.  

Salil Parekh’s much-discussed remuneration estimated at Rs. 818.8 mn for FY23 is largely 
driven by stock options which will vest only if he accomplishes a set of pre-determined 
targets, most of which have been disclosed by Infosys Limited in its 2022 AGM notice. 
These targets include both financial and non-financial performance measures. Such 
clarity and accountability aligns pay with performance and therefore, shareholder 
interest. This is reflected in how shareholders reacted: the resolution passed with a 
98.54% majority (Exhibit 1).  

In contrast JSW Steel Limited’s Chairperson and Managing Director, Sajjan Jindal’s 
compensation in FY22 was Rs. 1.34 bn.  It is high because it comprises a flat 0.5% 
commission on profits (over and above a fixed pay): in other words, he benefitted from 
the upswing in the commodity cycle and not necessarily by driving stronger business 
metrices.1 Other executive directors of JSW Steel Limited, however, were not equal 
participants in the company’s FY22 success Sajjan Jindal’s FY22 remuneration was 21x 
that of the Joint Managing Director. Salil Parekh’s remuneration too would have 
exceeded Rs. 1.0 bn if he were committed 0.5% of Infosys’ profits as commission – but 
what then would be his incentive mechanism to create shareholder wealth?  

Some promoters have moved to a non-executive capacity yet continue to draw high 
remuneration. This is not unreasonable given that the buck stops with them.  However, 
in instances these non-executive promoters are paid more than executive directors and 
other KMPs, or almost the same remuneration as when they were executive directors. 
Suresh Krishna was the Managing Director of Sundaram Fasteners Limited till 2018, 
following which he became a non-executive director: his two daughters now hold 
executive capacity. In FY22, his remuneration aggregated Rs. 38.5 mn, which was close 
to the remuneration of other executive directors. His proposed remuneration comprises 
upto 1% commission on profits, which IiAS estimates will be Rs. 73.6 mn in FY23, 
equivalent to an executive’s pay. Shareholders raised concerns here too, with 47.87% of 
institutional shareholders not supporting his remuneration – the resolution passed 
because promoters voted their 49.7% equity (Exhibit 3). 

Having promoters and families run businesses can have its positive aspects.  

Promoters have a generational view of the business and therefore think of the longer 
term, while professionals may indulge in short-termism, while pushing for higher 

 
1 34.4% of institutional investors voted against Sajjan Jindal’s reappointment and remuneration 
in JSW Steel’s 2022 AGM (Exhibit 2). 
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compensation for themselves. The NRC should make a distinction between the owner 
and the manager. They must ask, is this the best CEO that money will buy and will their 
company CEO get the same salary with another firm? Finally, they need to remind the 
owner-managers that their wealth is tied to the share price, which is what they need to 
focus on.  

A new breed of controlling shareholders - those that do not have a defined ‘promoter’ 
under SEBI regulations but are controlled by a founder and some private equity 
investors – have brought in a new set of remuneration structures.  

In case of start-ups that have listed, remuneration levels are driven by restricted stock 
units (stock options exercisable at face value). Several of these start-ups are trading 
below their issue price, but with stock options at face value, founders, who are not 
subject to the same restrictions as ‘promoters’ are in-the-money independent of 
company performance.  

Vijay Shekhar Sharma of One 97 Communications Limited (Paytm), for example, received 
a little less than half the stock options granted by the company at face value, pegging 
the fair value of stock options at over Rs. 1.1 bn. 67% of institutional shareholders voted 
against the company’s stock option scheme, but the resolution passed (possibly) 
because the private equity investors supported this (Exhibit 4). 

Private equity investors have added another twist to remuneration structures. In 
companies like EPL Limited and Sona BLW Precision Forgings Limited, private equity 
investors have promised a share of their exit returns to key employees of the company, 
including the CEO.  

There is no quantification at this stage because private equity investors do not know 
what their returns will be from that particular company but given that they usually have 
a three or a five-year post-listing investment horizon, the management is then 
incentivised to focus primarily on the private equity investors exit valuation. When the 
private equity investors exit, the management may potentially make generational 
wealth, because they have focussed excessively on the short-term. Will they then 
continue to build a stronger institution or exit and leave someone else to do the heavy 
lifting in future?   Unfortunately, institutional investors have supported such structures 
because active investors often have a three-to-five-year investment horizon and in any 
case are not averse to the free-ride such structures might provide.  

These are just some of the examples we have seen in the early part of the 2022 voting 
season: the remainder proxy season is in front of us.  

Disclosure on remuneration levels have slowly deteriorated, despite the investor push-
back. Promoters are able to get past the shareholder ire by voting their shares and 
therefore remain sanguine. As is often the case, poor behaviour in a few pockets begets 
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regulatory scrutiny. RBI has already set a framework within which remuneration will be 
paid to bank CEOs, including pushing for clawbacks and malus. For the rest of corporate 
India, if remuneration levels are to be tempered, SEBI needs to mandate that every 
resolution comes with a monetary cap (and includes the fair value of stock options) – 
NRCs must disclose a cap in absolute terms and seek shareholder approval if they believe 
a higher remuneration level is warranted. This itself will act as a deterrent.  

SEBI also needs to make promoter remuneration a majority of minority vote: allowing 
promoters to vote on their own compensation is a conflict of interest, much like other 
related party transactions. For ‘promoter-less’ companies controlled by founders, with 
low equity holding together with private equity, the regulator needs to treat all 
signatories to a shareholder agreement the same way and restrict their voting on 
compensation resolutions.  This is the first step in arresting the egregious remuneration 
structures. 

 

 

 
A modified version of this article written by Hetal Dalal was published on BQPrime on 22 July 2022; the article 
can be accessed here:  
https://www.bqprime.com/business/india-incs-remuneration-levels-need-to-be-reined-in  
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Exhibit 1: INFY 2022 AGM; Resolution #6 (Ordinary) | Reappoint Salil S. Parekh (DIN: 01876159) as Chief Executive Officer and Managing 
Director for five years from 1 July 2022 till 31 March 2027 and fix his remuneration 

 
Total shares Shareholding 

(%) 
Votes polled Votes 

polled (%) 
Votes FOR Votes 

AGAINST 
Votes 

FOR (%) 
Votes 

AGAINST (%) 
Promoters 55,16,82,338 13.1 55,16,82,338 100.0 55,16,82,338 - 100.0 0.0 
Institutional investors 2,12,39,66,584 50.5 1,88,97,93,395 89.0 1,85,37,56,760 3,60,36,635 98.1 1.9 
Others 1,53,17,95,363 36.4 82,61,42,862 53.9 81,44,35,448 1,17,07,414 98.6 1.4 
Total 4,20,74,44,285 100.0 3,26,76,18,595 77.7 3,21,98,74,546 4,77,44,049 98.5 1.5 

Source: www.iiasadrian.com; www.bseindia.com  
Notes to the resolution: 

1. The resolution requires a more than 50% majority to pass, since it is an ordinary resolution. 
 
 
Exhibit 2: JSWSTEEL 2022 AGM; Resolution #7 (Special) | Reappoint Sajjan Jindal (DIN 00017762) as Managing Director for five years from 7 July 
2022, and fix his remuneration as minimum remuneration 

 
Total shares Shareholding 

(%) 
Votes polled Votes 

polled (%) 
Votes FOR Votes 

AGAINST 
Votes 

FOR (%) 
Votes 

AGAINST (%) 
Promoters 1,08,80,74,150 45.0 1,08,60,48,360 99.8 1,08,60,48,360 - 100.0 0.0 
Institutional investors 49,36,32,000 20.4 30,61,51,114 62.0 20,08,67,162 10,52,83,952 65.6 34.4 
Others 83,55,14,290 34.6 62,56,41,852 74.9 62,56,40,196 1,656 100.0 0.0 
Total 2,41,72,20,440 100.0 2,01,78,41,326 83.5 1,91,25,55,718 10,52,85,608 94.8 5.2 

Source: www.iiasadrian.com; www.bseindia.com  
Notes to the resolution: 

1. The resolution requires a more than 75% majority to pass, since it is a special resolution; 
2. The proposed remuneration would be paid even if profits were inadequate or the company reported a loss, since the remuneration is being set as minimum remuneration; 
3. Note: 74.9% of ‘Others’ category of shareholders voting their shares is unusually high. Data on IiAS ADRIAN puts the ‘other’ abstention at the 75% level.  

 

  

http://www.iiasadrian.com/
http://www.bseindia.com/
http://www.iiasadrian.com/
http://www.bseindia.com/
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Exhibit 3: SUNDRMFAST 2022 PB; Resolution #1 (Special) | Approve remuneration to Suresh Krishna (DIN: 00046919), Chairperson and Non-
Executive Director in excess of 50% of total annual remuneration to all non-executive directors in FY23 

 
Total shares Shareholding 

(%) 
Votes polled Votes 

polled (%) 
Votes FOR Votes 

AGAINST 
Votes 

FOR (%) 
Votes 

AGAINST (%) 
Promoters 10,44,11,043 49.7 10,44,11,043 100.0 10,44,11,043 - 100.0 0.0 
Institutional investors 6,18,44,757 29.4 5,09,05,389 82.3 2,65,34,785 2,43,70,604 52.1 47.9 
Others 4,38,72,570 20.9 66,52,563 15.2 66,21,583 30,980 99.5 0.5 
Total 21,01,28,370 100.0 16,19,68,995 77.1 13,75,67,411 2,44,01,584 84.9 15.1 

Source: www.iiasadrian.com; www.bseindia.com  
Notes to the resolution: 

1. The resolution requires a more than 75% majority to pass, since it is a special resolution; 
2. Without the promoters’ shares being voted, the resolution would have been defeated 

 

Exhibit 4: PAYTM 2022 PB; Resolution #1 (Special) | Amend and ratify pre-IPO One 97 Employees Stock Option Scheme 2019 (ESOS 2019) 
 

Total shares Shareholding 
(%) 

Votes polled Votes 
polled (%) 

Votes FOR Votes 
AGAINST 

Votes 
FOR (%) 

Votes 
AGAINST (%) 

Promoters - - - - - - - - 
Institutional investors 6,17,46,244 9.5 5,12,07,855 82.9 1,67,84,259 3,44,23,596 32.8 67.2 
Others 58,65,27,415 90.5 51,59,00,309 88.0 51,00,04,041 58,96,268 98.9 1.1 
Total 64,82,73,659 100.0 56,71,08,164 87.5 52,67,88,300 4,03,19,864 92.9 7.1 

Source: www.iiasadrian.com; www.bseindia.com  
Notes to the resolution: 

1. The resolution requires a more than 75% majority to pass, since it is a special resolution; 
2. Private equity investors’ shareholding is classified in the ‘Others’ category. Those classified as institutional shareholders are typically public market investors. 

 

http://www.iiasadrian.com/
http://www.bseindia.com/
http://www.iiasadrian.com/
http://www.bseindia.com/
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Disclaimer 
This document has been prepared 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 IiAS 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’); IiAS 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 IiAS’ services or might be shareholders of IiAS. IiAS 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 IiAS. 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 IiAS 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 
IiAS 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 about 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). 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 securities market. 
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, 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 for about 900 companies that account for over 95% of market capitalization.  
 

IiAS provides bespoke research, valuation advisory services and assists institutions in 
their engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch 
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company 
Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation 
Limited, UTI Asset Management Company Limited and Yes Bank Limited. 
 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 

 


