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TERMS AND CONDITIONS OF APPOINTMENT OF INDEPENDENT 

DIRECTORS 

 
 

1. Independent Director 

 

1. The expression ‘Independent Director’ shall mean a Non-Executive Director, other than a 

Nominee Director of the Company:  

 

a. who, in the opinion of the Board, is a person of integrity and possesses relevant expertise and 

experience;  

 

b. (i) who is or was not a Promoter of the Company or its holding, subsidiary or associate 

Company;  

 

(ii) who is not related to Promoters or Directors in the Company, its holding, subsidiary or 

associate Company;  

 

c. apart from receiving Director's remuneration, has or had no pecuniary relationship with the 

Company, its holding, subsidiary or associate Company, or their Promoters, or Directors, during 

the two immediately preceding financial years or during the current financial year;  

 

d. none of whose relatives has or had pecuniary relationship or transaction with the Company, its 

holding, subsidiary or associate Company, or their Promoters, or Directors, amounting to two per 

cent. or more of its gross turnover or total income or fifty lakh rupees or such higher amount as 

may be prescribed, whichever is lower, during the two immediately preceding financial years or 

during the current financial year;  

 

e. who, neither himself nor any of his relatives —  

 

(i) holds or has held the position of a key managerial personnel or is or has been 

employee of the Company or its holding, subsidiary or associate Company in any of 

the three financial years immediately preceding the financial year in which he is 

proposed to be appointed;  

 

(ii) is or has been an employee or proprietor or a partner, in any of the three financial 

years immediately preceding the financial year in which he is proposed to be 

appointed, of —  

 

(A) a firm of Auditors or Company Secretaries in practice or Cost Auditors of the Company 

or its holding, subsidiary or associate Company; or 

 

(B) any legal or a consulting firm that has or had any transaction with the Company, its 

holding, subsidiary or associate Company amounting to ten per cent or more of the gross 

turnover of such firm;  
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(iii) holds together with his relatives two per cent or more of the total voting power of the 

Company; or 

 

(iv) is a Chief Executive or Director, by whatever name called, of any non-profit 

organization that receives twenty-five per cent or more of its receipts from the 

Company, any of its Promoters, Directors or its holding, subsidiary or associate 

Company or that holds two per cent or more of the total voting power of the 

Company;  

 

(v) is a material supplier, service provider or customer or a lessor or lessee of the 

Company;  who is not less than 21 years of age. 

 

2. Limit on number of Directorships: 

 

1. A person shall not serve as an Independent Director in more than seven Listed 

Companies.  

 

2. Further, any person who is serving as a Whole Time Director in any Listed Company 

shall serve as an Independent Director in not more than three Listed Companies. 

 

3. Maximum tenure of Independent Directors: 

 

An Independent Director shall hold office for a term up to five consecutive years or such other 

period as the Board may decide, on the Board of a Company and shall be eligible for 

reappointment for another term of up to five consecutive years on passing of a Special 

Resolution by the Company.  

 

Provided that a person who has already served as an Independent Director for five years or more 

in a Company as on October 1, 2014 shall be eligible for appointment, on completion of his 

present term, for one more term of up to five years only.  

 

Provided further that an Independent Director, who completes his above mentioned term shall be 

eligible for appointment as Independent Director in the Company only after the expiration of 

three years of ceasing to be an Independent Director in the Company. 

 

4.Manner of Appointment: 

 

1. Appointment process of Independent Directors shall be independent of the Company 

management; while selecting Independent Directors the Board shall ensure that there is 

appropriate balance of skills, experience and knowledge in the Board so as to enable the 

Board to discharge its functions and duties effectively. 

 

2. The appointment of Independent Director(s) of the Company shall be approved at the 

meeting of the shareholders. 
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3. The explanatory statement attached to the notice of the meeting for approving the 

appointment of Independent Director shall include a statement that in the opinion of the 

Board, the Independent Director proposed to be appointed fulfils the conditions specified 

in the Act and the rules made thereunder and that the proposed Director is independent of 

the management. 

 

4. The appointment of Independent Directors shall be formalized through a letter of 

appointment. 

 

5. Re-appointment: 

 

Subject to the provisions of Section 152, an Independent Director shall hold office for a term up 

to five consecutive years or such other period as the Board may decide, on the Board of a 

Company, but shall be eligible for reappointment on passing of a Special Resolution by the 

Company and disclosure of such appointment in the Board's Report. 

 

No Independent Director shall hold office for more than two consecutive terms, but such 

Independent Director shall be eligible for appointment after the expiration of three years of 

ceasing to become an Independent Director, provided that an Independent Director shall not, 

during the said period of three years, be appointed in or be associated with the Company in any 

other capacity, either directly or indirectly. 

 

The re-appointment of Independent Director shall be on the basis of report of performance 

evaluation. 

 

6. Retire by Rotation: 

 

An Independent Director is not liable to retire by Rotation. 

 

7.Resignation or Removal: 

 

1. The resignation or removal of an Independent Director shall be in the same manner as is 

provided in Sections 168 and 169 of the Act. 

 

2. An Independent Director who resigns or is removed from the Board of the Company shall 

be replaced by a new Independent Director within a period of not more than one hundred 

and eighty days from the date of such resignation or removal, as the case may be. 

 

3. Where the Company fulfils the requirement of Independent Directors in its Board even 

without filling the vacancy created by such resignation or removal, as the case may be, 

the requirement of replacement by a new Independent Director shall not apply. 
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8. Role and Functions: 

 

The Independent Directors shall: 

 

1. Help in bringing an independent judgment to bear on the Board’s deliberations especially 

on issues of strategy, performance, risk management, resources, key appointments and 

standards of conduct; 

 

2. Bring an objective view in the evaluation of the performance of Board and Management; 

 

3. Scrutinize the performance of Management in meeting agreed goals and objectives and 

monitor the reporting of performance; 

 

4. Satisfy themselves on the integrity of financial information and that financial controls and 

the systems of Risk Management are robust and defensible; 

 

5. Safeguard the interests of all stakeholders, particularly the minority shareholders; 

 

6. Balance the conflicting interest of the stakeholders; 

 

7. Determine appropriate levels of remuneration of Executive Directors, Key Managerial 

Personnel and Senior Management and have a prime role in appointing and where 

necessary recommend removal of Executive Directors, Key Managerial Personnel and 

Senior Management; 

 

8. Moderate and arbitrate in the interest of the company as a whole, in situations of conflict 

between management and shareholder’s interest. 

 

9. Duties: 

 

The Independent Directors shall— 

 

1. Undertake appropriate induction and regularly update and refresh their skills, knowledge 

and familiarity with the Company; 

 

2. Seek appropriate clarification or amplification of information and, where necessary, take 

and follow appropriate professional advice and opinion of outside experts at the expense 

of the Company; 

 

3. Strive to attend all meetings of the Board of Directors and of the Board committees of 

which he is a Member; 

 

4. Participate constructively and actively in the committees of the Board in which they are 

Chairpersons or Members; 

 

5. Strive to attend the General Meetings of the Company; 
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6. Where they have concerns about the running of the Company or a proposed action, 

ensure that these are addressed by the Board and, to the extent that they are not resolved, 

insist that their concerns are recorded in the minutes of the Board Meeting; 

 

7. Keep themselves well informed about the Company and the external environment in 

which it operates; 

 

8. Not to unfairly obstruct the functioning of an otherwise proper Board or committee of the 

Board; 

 

9. Pay sufficient attention and ensure that adequate deliberations are held before approving 

related party transactions and assure themselves that the same are in the interest of the 

Company; 

 

10. Ascertain and ensure that the Company has an adequate and functional vigil mechanism 

and to ensure that the interests of a person who uses such mechanism are not prejudicially 

affected on account of such use; 

 

11. Report concerns about unethical, actual or suspected fraud or violation of the Company’s 

Code of Conduct behavior or Ethics Policy; 

 

12. Acting within his authority, assist in protecting the legitimate interests of the Company, 

shareholders and its employees; 

 

13. Not disclose confidential information, including commercial secrets, technologies, 

advertising and sales promotion plans, unpublished price sensitive information, unless 

such disclosure is expressly approved by the Board or required by law; 

 

14. Shall act in accordance with the articles of the Company; 

 

15. Shall act in good faith in order to promote the objects of the Company for the benefit of 

its members as a whole, and in the best interests of the Company, its employees, the 

shareholders, the community and for the protection of environment; 

 

16. Shall exercise his duties with due and reasonable care, skill and diligence and shall 

exercise independent judgment; 

 

17. Shall not involve in a situation in which he may have a direct or indirect interest that 

conflicts, or possibly may conflict, with the interest of the Company; 

 

18. Shall not achieve or attempt to achieve any undue gain or advantage either to himself or 

to his relatives, partners, or associates and if such director is found guilty of making any 

undue gain, he shall be liable to pay an amount equal to that gain to the Company; 

 

19. Shall not assign his office and any assignment so made shall be void. 
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10. Declaration 

 

Every Independent Director shall at the first meeting of the Board in which he participates as a 

Director and thereafter at the first meeting of the Board in every Financial year or whenever 

there is any change in the circumstances which may affect his status as an Independent Director, 

give a declaration that he meets the criteria of independence. 

 

11. Disclosure of Directors Interest 

 

Every Director shall at the first meeting of the Board in which he participates as a Director and 

thereafter at the first meeting of the Board in every Financial year or whenever there is any 

change in the disclosures already made, then at the first Board meeting held after such change, 

disclose his concern or interest in any Company or Companies or Bodies Corporate, Firms, or 

Other Association of Individuals which shall include the shareholding, in Form MBP-1. 

 

12. Separate Meetings: 

 

1. The Independent Directors of the Company shall hold at least one meeting in a year, 

without the attendance of Non-Independent Directors and Members of management; 

 

2. All the Independent Directors of the Company shall strive to be present at such meeting; 

 

3. The meeting shall: 

 

(a) Review the performance of Non-Independent Directors and the Board as a whole; 

 

(b) Review the performance of the Chairperson of the Company, taking into account the 

views of Executive Directors and Non-Executive Directors; 

 

(c) Assess the quality, quantity and timeliness of flow of information between the 

Company Management and the Board that is necessary for the Board to effectively 

and reasonably perform their duties. 

 

13. Remuneration: 

 

Independent Director may receive remuneration by way of fee for attending meetings of the 

Board or Committee thereof which shall not exceed Rs.1 (one) lakh per meeting of the Board or 

Committee thereof. 

 

The remuneration payable to Independent Director shall not exceed: 

 

(a) one per cent. of the net profits of the Company, if there is a Managing or Whole-time 

Director or Manager;  

 

(b) three per cent of the net profits in any other case. 
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The percentages aforesaid shall be exclusive of any fees payable to Directors under sub-section 

(5) of Section 197 of the Companies Act, 2013. 
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