NOMINATION AND REMUNERATION POLICY

This Nomination and Remuneration Policy is being formulated in compliance with Section 178
of the Companies Act, 2013, as amended from time to time.

This policy on Nomination and Remuneration of Directors, Key Managerial Personnel and
Senior Management has been formulated by the Nomination and Remuneration Committee
(NRC or the Committee) and has been approved by the Board of Directors.

DEFINITIONS:

“Remuneration” means any money or its equivalent given or passed to any person for services
rendered by him and includes perquisites as defined under the income-tax Act, 1961.

“Key Managerial Personnel” means:

) Managing Director or Chief Executive Officer or Manager and in their absence, a
Whole-time Director;

i) Chief Financial Officer;

iii) Company Secretary; and

iv) such other officer as may be prescribed.

“Senior Managerial Personnel” mean the personnel of the company who are members of its
core management team excluding Board of Directors. Normally, this would comprise all
members of management, of rank equivalent to General Manager and above, including all
functional heads.

OBJECTIVES OF THE POLICY:
The objective of the policy is to ensure that:

« The level and composition of remuneration is reasonable and sufficient to attract, retain
and motivate Directors of the quality required to run the company successfully.

+ Relationship of remuneration to performance is clear and meets appropriate performance
benchmarks.



COMPOSITION OF THE COMMITTEE:

The Committee shall consist of minimum 3 non-executive Directors, majority of them
being independent.

Minimum two (2) members shall constitute a quorum for the Committee meeting.
Membership of the Committee shall be disclosed in the Annual Report.

Term of the Committee shall be continued unless terminated by the Board of Directors.

CHAIRPERSON:

Chairperson of the Committee shall be an Independent Director.

Chairperson of the Company may be appointed as a member of the Committee but shall
not be a Chairman of the Committee.

In the absence of the Chairperson, the members of the Committee present at the
meeting shall choose one amongst them to act as Chairperson.

Chairperson of the Nomination and Remuneration Committee meeting could be present
at the Annual General Meeting or may nominate some other member to answer the
shareholders’ queries.

FREQUENCY OF MEETINGS:

The meeting of the Committee shall be held at such regular intervals as may be required.

COMMITTEE MEMBERS’ INTERESTS:

A member of the Committee is not entitled to be present when his or her own
remuneration is discussed at a meeting or when his or her performance is being
evaluated.

The Committee may invite such executives, as it considers appropriate, to be present at
the meetings of the Committee.

ROLE OF THE COMMITTEE:

The role of the NRC will be the following:

To formulate criteria for determining qualifications, positive attributes and independence
of a Director. The said criteria is attached herewith and marked as Annexure 1.

To formulate criteria for evaluation of performance of Board and Independent Directors.
The said criteria is attached herewith and marked as Annexure 2.

To identify persons who are qualified to become Directors and who may be appointed in
Senior Management in accordance with the criteria laid down as per Annexure 1.



« To carry out evaluation of Director’s performance as per the criteria laid down in
Annexure 2.

« To recommend to the Board the appointment and removal of Directors and Senior
Management.

« To recommend to the Board policy relating to remuneration for Directors, Key
Managerial Personnel and Senior Management. The said policy is attached herewith and
marked as Annexure 3.

« To devise a policy on Board diversity, composition, size. The said policy is attached
herewith and marked as Annexure 4.

« To carry out any other function as is mandated by the Board from time to time and / or
enforced by any statutory notification, amendment or modification, as may be applicable.

« To perform such other functions as may be necessary or appropriate for the performance
of its duties.

NOMINATION DUTIES:

The duties of the Committee in relation to nomination matters include:

« The Committee shall identify and ascertain the integrity, qualification, expertise and
experience of the person for appointment as Director, KMP or at Senior Management
level and recommend his / her appointment, as per Company’s Policy.

« Ensuring that there is an appropriate induction in place for new Directors and members of
Senior Management and reviewing its effectiveness.

« Ensuring that on appointment to the Board, Non-Executive Directors receive a formal
letter of appointment in accordance with the Guidelines provided under the Act.

+ ldentifying and recommending Directors who are to be put forward for retirement by
rotation.

« Determining the appropriate size, diversity and composition of the Board.

« Evaluating the performance of the Board members and Senior Management in the context
of the Company’s performance from business and compliance perspective.

« Making recommendations to the Board concerning any matters relating to the
continuation in office of any Director, KMP and Senior Management Personnel at any
time including the suspension or termination of service subject to the provision of the law
and their service contract.

+ Delegating any of its powers to one or more of its members or the Secretary of the
Committee.

« Recommend any necessary changes to the Board.

« Considering any other matters, as may be requested by the Board.



TERM/TENURE

1) Managing Director / Whole-time Director:

The Company shall appoint or re-appoint any person as its Executive Chairman, Managing
Director or Executive Director for a term not exceeding five years at a time. No re-appointment
shall be made earlier than one year before the expiry of term.

2) Independent Director:

An Independent Director shall hold office for a term up to five consecutive years on the Board of
the Company and will be eligible for re-appointment 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 of upto
maximum of 5 years each, but such Independent Director shall be eligible for appointment after
expiry 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.

EVALUATION:

The Committee shall carry out evaluation of performance of Director, KMP and Senior
Management Personnel yearly or at such intervals as may be considered necessary.

REMOVAL.:

The Committee may recommend with reasons recorded in writing, for removal of a Director,
KMP or Senior Management Personnel subject to the provisions and compliance of the
Companies Act, 2013, rules and regulations and the policy of the Company.

RETIREMENT:

The Director, KMP and Senior Management Personnel shall retire as per the applicable
provisions of the Act.

IMPLEMENTATION:

« The Committee may issue guidelines, procedures, formats, reporting mechanism and
manuals in supplement and for better implementation of this policy as considered
appropriate.

«  The Committee may delegate any of its powers to one or more of its members.



ANNEXURE 1

of a Director

The Board shall comprise of individuals who have demonstrated significant achievements in
business, education, professions, financial sector and public service. They must have the
requisite intelligence, education and experience to make a significant contribution to the
deliberations of the Board of Directors.

I. QUALIFICATION CRITERIA

The Nomination and Remuneration Committee of the Board (the “Committee”) is responsible for
evaluating the qualifications of each director candidate and of those directors who are to be
nominated for election by shareholders at each annual general meeting, and for recommending
duly qualified director nominees to the full Board for election.

The overall ability and experience of individual candidates should determine their suitability.
The qualification criteria set forth herein to describe the qualities and characteristics are desired
for the Board as a whole and for Board members individually.

A. Director Qualification Review Procedure

The Board shall determine the director’s qualifications to serve on the Board, upon the
recommendation of the Committee, prior to nominating said director for election at the
Company’s next annual general meeting. In addition, with respect to each director candidate
considered for election to the Board between annual meetings, prior to such election, the
Committee shall evaluate each director candidate and recommend to the Board any duly
qualified director candidates for recommendation by the Board.

The Director candidate shall be evaluated by the Committee as per the criteria set forth herein.
B. General Director Qualification Criteria

The Board has not established specific minimum age, education, years of business experience or
specific types of skills for Board members, but, in general, expects a candidate to have extensive
experience and proven record of professional success, leadership and the highest level of
personal and professional ethics, integrity and values.

In its evaluation, the Committee shall consider the Board size and composition of the Board
according to the following guidelines:



With respect to Board composition as a whole and the Board Committees, the required number
of directors who qualify as “independent” pursuant to applicable rules and the Independence
Standards as per the provisions of Companies Act, 2013 (as may be amended from time to time)
shall be maintained.

C. Additional Review Criteria

The Committee shall also consider the personal qualities of each director candidate to be able to
make a substantial active contribution to Board deliberations. The director candidate must be
willing to commit, as well as have, sufficient time available to discharge the duties of Board
membership.

The director candidate should be able to develop a good working relationship with other Board
members and contribute to the Board's working relationship with the senior management of the
Company.

The Committee shall also consider its policies with respect to retirement age, change in
employment status, as well as all other relevant facts and circumstances in making its
recommendations to the Board.

1. INDEPENDENCE STANDARDS

The following would be the independence review procedure and criteria to assist the Committee
evaluate the independence of Directors for recommending to the Board for appointment. A
Director is independent if the Board affirmatively determines that the Director does not have a
direct or indirect material relationship with the Company, including its affiliates or any member
of senior management. “Affiliate” shall mean any company or other entity that controls, is
controlled by, or is under common control with the Company.

Also, the candidate shall be evaluated based on the criteria provided under the applicable laws
including Companies Act, 2013 read with Rules thereon and the Listing Agreement with the
Stock Exchanges. In addition to applying these guidelines, the Board will consider all relevant
facts and circumstances in making its determination relative to a director’s independence.

A. Independence Review Procedures

1. Annual Review

The director’s independence for the independent director will be determined by the Board on an
annual basis upon the declarations made by such Directors as per the provisions of the
Companies Act, 2013.



2. Individual Director Independence Determinations

If a director nominee is considered for appointment to the Board between annual general
meetings, a determination of independence, upon the recommendation of the Committee, shall be
made by the Board prior to such appointment.

All determinations of independence shall be made on a case-by-case basis for each director after
consideration of all the relevant facts and circumstances and the standards set forth herein. The
Board reserves the right to determine that any director is not independent even if he or she
satisfies the criteria set forth by the provisions of the Companies Act, 2013 read with Rules
thereon.

3. Notice of Change of Independent Status

Each director has an affirmative obligation to inform the Board of any change in circumstances
that may put his or her independence at issue.



ANNEXURE 2

Criteria for Evaluation of Performance of Board and Independent Directors

The Company conducts its operations under the directions of Board of Directors within the framework
laid down by various statutes, more particularly by the Companies Act, 2013, the Articles of Association,
Listing Agreement with stock exchanges. The Company’s Board of Directors is dedicated to act in good
faith; exercise their judgment on an informed basis, in the best interest of the company and its
stakeholders. Accordingly, the present policy for performance evaluation is being put into place in
accordance with the requirements of section 178 of the Companies Act, 2013 which provides for the a
policy to be formulated and recommended to the Board, setting the criteria, based on which the
performance of each and every director including the performance of the Board as a whole shall be
assessed by the Board of Directors of the Company. Such an evaluation procedure will provide a fine
system of checks and balances on the performance of the directors and will ensure that they exercise their
powers in a rational manner.

The Act, under clause VIII of Schedule IV, casts an obligation on part of the board of directors for
evaluating the performance of independent directors. All the directors on the board of a company, except
the independent director whose performance is being evaluated, will assess the performance of the
independent director. Accordingly, a report of performance evaluation of each independent director of the
company would be prepared, which would determine whether to extend or continue the term of
appointment of the concerned independent director or not.

With an aim to maintain an energized, proactive and effective Board, the Board is committed to a
continuing process of recommending and laying down the criteria to evaluate the performance of the
entire Board of the Company.

As one of the most important functions of the Board of Directors is to oversee the functioning of
Company’s top management, this Board Performance Evaluation_process aims to ensure individual
directors (“Directors”) and the Board of Directors of the Company (“Board”) as a whole work efficiently
and effectively in achieving their functions. This policy aims at establishing a procedure for conducting
periodical evaluation of its own performance and of its committees and individual directors. Hence it is
important that every individual Board Member effectively contributes in the Board deliberations.

EFFECTIVENESS OF THE BOARD

The overall effectiveness of the Board shall be measured on the basis of the ratings obtained by each
Director and accordingly the Board shall decide the Appointments, Re-appointments and Removal of the
non-performing Directors of the Company. For this reason, based on the fore stated criteria of evaluation
the remuneration of the Directors and Key Managerial Personnel shall be determined and reviewed from
time to time.



RESPONSIBILITY OF BOARD / INDEPENDENT DIRECTORS

It shall be the duty of the Board, who shall be supported by the Management to organize the evaluation
process and accordingly conclude the steps required to be taken. The evaluation process will be used
constructively as a system to improve the directors’ and committees’ effectiveness, to maximize their
strength and to tackle their shortcomings.

I. Review various strategies of the Company and accordingly set the performance objectives for
directors, in consistency with varying nature and requirements of Company’s business.

Il. The Board as a whole shall discuss and analyze its own performance during the year together with
suggestions for improvement thereon, pursuant to the performance objectives.

In conformity with the requirement of the Act, the performance evaluation of all the directors shall be
done by the entire Board of Directors, excluding the director being evaluated.

Independent Directors are duty bound to evaluate the performance of non - independent directors and
board as a whole. The independent directors of the Company shall hold at least one meeting in a year to
review the performance of the non- independent directors, performance of chairperson of the Company
and board as a whole, taking into account the views of executive directors and non-executive directors.

EVALUATION FACTORS

The Board of Directors shall pay regards to the following parameters for the purpose of evaluating the
performance of a particular director:

In respect of each of the evaluation factors, various aspects have been provided to assist with the
evaluation process in respect of performance of Board itself, and of its committees and individual

directors as, such evaluation factors may vary in accordance with their respective functions and duties.

Evaluation of Independent Director shall be carried on by the entire Board in the same way as it is
done for the Executive Directors of the Company except the Director getting evaluated.

Appraisal of each Director of the Company shall be based on the criteria as mentioned herein below.

Rating Scale
Performance Rating
Satisfactory 1
Not Satisfactory 0

The Company has chosen to adopt the following Board Performance Evaluation Process:



INDEPENDENT DIRECTORS

Some of the specific issues and questions that should be considered in a performance evaluation of
Independent Director, in which the concerned director being evaluated shall not be included, are set out
below:

Name of Director being assessed:

S. No. | Assessment Criteria Rating Remarks/
Comments
1. | Attendance and participations in the meetings
2. | Raising of concerns to the Board
3. | Safeguard of confidential information
4. | Rendering independent, unbiased opinion and resolution of issues
at meetings
5. | Initiative in terms of new ideas and planning for the Company
6. | Safeguarding interest of whistle-blowers under vigil mechanism
7. | Timely inputs on the minutes of the meetings of the Board and

Committee’s, if any

NON-INDEPENDENT DIRECTORS / EXECUTIVE DIRECTORS

Some of the specific issues and questions that should be considered in a performance evaluation of
Chairperson/Non-Independent Director / Executive Director by Independent Directors, in which the

concerned director being evaluated shall not be included, are set out below:

Name of Director being assessed:

S. No. | Assessment Criteria Rating Remarks/
Comments
1. | Leadership initiative
2. | Initiative in terms of new ideas and planning for the Company
3. | Professional skills, problem solving, and decision-making
4. | Compliance with policies of the Company, ethics, code of conduct,
etc.
5. | Reporting of frauds, violation etc.
6. | Safeguarding of interest of whistle blowers under vigil mechanism




S. No.

Assessment Criteria Rating

Remarks/
Comments

Timely inputs on the minutes of the meetings of the Board and
Committee, if any

BOARD OF DIRECTORS

Some of the specific issues and questions that should be considered in a performance evaluation of the
entire Board by Independent Directors are set out below:

S. No. | Assessment Criteria Rating Remarks/
Comments

1. The Board of Directors of the company is effective in decision making.

2. The Board of Directors is effective in developing a corporate governance
structure that allows and encourages the Board to fulfill its
responsibilities.

3. The Company’s systems of control are effective for identifying material
risks and reporting material violations of policies and law.

4. The Board reviews the organization’s performance in carrying out the
stated mission on a regular basis.

5. The Board of Directors is effective in providing necessary advice and
suggestions to the company’s management.

6. Is the board as a whole up to date with latest developments in the
regulatory environment and the market?

7. The information provided to directors prior to Board meetings meets your
expectations in terms of length and level of detail.

8. Board meetings are conducted in a manner that encourages open
communication, meaningful participation, and timely resolution of issues.

9. The Board Chairman effectively and appropriately leads and facilitates
the Board meetings and the policy and governance work of the board.

10. | The Board appropriately considers internal audit reports, management’s
responses, and steps towards improvement.

11. | The Board oversees the role of the independent auditor from selection to

termination and has an effective process to evaluate the independent
auditor’s qualifications and performance.




S. No.

Assessment Criteria

Rating

Remarks/
Comments

12.

The board considers the
recommendations.

independent audit plan and provides

COMMITTEES OF BOARD

The Board has constituted the following committees:

1.
2.
3.

Audit Committee;
Nomination and Remuneration Committee; and
Corporate Social Responsibility Committee

For evaluating the performance of each committee, the Board of Directors shall pay regards to the
following aspects as set out in the annexure below:

S. No

i ffiea i : | v

Rating

Remarks/
Comments

Committee meetings are conducted in a manner that encourages open
communication, meaningful participation and timely resolution of
issues

Timely inputs on the minutes of the meetings

S. No.

Nomination and Remuneration Committee (For Nomination and
Remuneration Commi members onl

Rating

Remarks/
Comments

Committee meetings are conducted in a manner that encourages open
communication, meaningful participation and timely resolution of
issues.

Timely inputs on the minutes of the meetings

S. No.

rpor ial R nsibilj mmi For rpor

Social Responsibility Committee members only)

Rating

Remarks/
Comments

Committee meetings are conducted in a manner that encourages open
communication, meaningful participation and timely resolution of
issues.

Timely inputs on the minutes of the meetings




KEY MANAGERIAL PERSONNEL AND SENIOR EXECUTIVES

For evaluating the performance of Key Managerial Personnel and other Senior Executives, the Board of
Directors shall pay regards to the following aspects as set out below:

Name of person being assessed:

S. No. | Assessment Criteria Rating Remarks/
Comments
1. Abidance and behavior in accordance with ethical standards & code of
conduct of Company
2. Interpersonal and communication skills
3. Compliance with policies of the Company, ethics, code of conduct, etc.
4, Safeguarding interest of whistle-blowers under vigil mechanism
5. Team work attributes
6. Safeguard of confidential information
REVIEW

The performance evaluation process will be reviewed annually by the “Nomination and Remuneration

Committee”.

Subject to the approval of Board of Directors, the Committee may amend the Policy, if required, to
ascertain its appropriateness as per the needs of the Company.

DISCLOSURE

Company will disclose details of its Board Performance Evaluation processes in its Board’s Report. The

Board’s report containing such statement shall indicate the manner in which formal evaluation has been
made by the Board of its own performance and that of the committees of the Board and individual
directors of the Company.




ANNEXURE 3

Policy for Remuneration to Directors/ KMP/ Senior Management Personnel

1) Remuneration to Managing Director / Whole-time Directors:

The Remuneration/ Commission etc. to be paid to Managing Director / Whole-time
Directors, etc. shall be governed as per provisions of the Companies Act, 2013 and rules
made there under or any other enactment for the time being in force and the approvals
obtained from the Members of the Company.

The Nomination and Remuneration Committee shall make such recommendations to the
Board of Directors, as it may consider appropriate with regard to remuneration to
Managing Director / Whole-time Directors.

2) Remuneration to Non-Executive / Independent Directors:

The Non-Executive / Independent Directors may receive sitting fees and such other
remuneration as permissible under the provisions of Companies Act, 2013. The amount
of sitting fees shall be such as may be recommended by the Nomination and
Remuneration Committee and approved by the Board of Directors.
All the remuneration of the Non- Executive / Independent Directors (excluding
remuneration for attending meetings as prescribed under Section 197 (5) of the
Companies Act, 2013) shall be subject to ceiling/ limits as provided under Companies
Act, 2013 and rules made there under or any other enactment for the time being in force.
The amount of such remuneration shall be such as may be recommended by the
Nomination and Remuneration Committee and approved by the Board of Directors or
shareholders, as the case may be.
An Independent Director shall not be eligible to get Stock Options and also shall not be
eligible to participate in any share based payment schemes of the Company.
Any remuneration paid to Non- Executive / Independent Directors for services rendered
which are of professional nature shall not be considered as part of the remuneration for
the purposes of clause (b) above if the following conditions are satisfied:

» The Services are rendered by such Director in his capacity as the professional.

» In the opinion of the Committee, the Director possesses the requisite qualification

for the practice of that profession.



3) Remuneration to Key Managerial Personnel and Senior Management:

The remuneration to Key Managerial Personnel and Senior Management may consist of
fixed pay and incentive pay, in compliance with the provisions of the Companies Act,
2013.

The Company may issue Employee Stock Option/ Purchase Schemes to Key Managerial
Personnel and Senior Management in compliance with the provisions of the Companies
Act, 2013.

The Fixed pay shall include monthly remuneration, employer’s contribution to Provident
Fund, contribution to pension fund, pension schemes, etc. as decided from to time.

The Incentive pay shall be decided based on the balance between performance of the
Company and performance of the Key Managerial Personnel and Senior Management, to
be decided annually or at such intervals as may be considered appropriate.



ANNEXURE 4

Policy on Board Diversity

PURPOSE

The policy on Board Diversity (“the Policy”) sets out the approach to diversity on the Board of
directors (“the Board”) of Akar Tools Limited. (“the Company”).

POLICY STATEMENT

The Company recognizes and embraces the benefits of having a diverse Board that possesses the
balance of skills, experience, expertise, and diversity of perspectives appropriate to the
requirements of the businesses of the Company. The Company sees increasing diversity at Board
level as an essential element in maintaining a competitive advantage. A truly diverse Board will
include and make good use of differences in the skills, regional and industry experience,
background, race, gender and other distinctions between directors. These differences will be
considered in determining the optimum composition of the Board and when possible should be
balanced appropriately.

The Company maintains that Board appointments should be based on merit that complements
and expands the skills, experience and expertise of the Board as a whole taking into account
knowledge, professional experience and qualifications, gender, age, cultural and educational
background, and any other factors that the Board might consider relevant and applicable from
time-to-time for it to function effectively.

In the process of attaining a diverse Board based on the aforementioned criteria, the following
criteria needs to be assessed:

(1) Optimum Composition:

(@) The Board shall have an optimum combination of executive and non-executive directors and
not less than fifty percent of the Board of Directors comprising non-executive directors.

(b) At least two of the Board should comprise of independent directors’ (where the Chairman of
the Board is executive).

(c) The Company shall have at least one women director on the Board to ensure that there is no
gender inequality on the Board.



(2) Functional Diversity:

(@) Appointment of directors to the Board of the Company should be based on the specific needs
and business of the Company. Appointments should be done based on the qualification,
knowledge, experience and skill of the proposed appointee which is relevant to the business of
the Company.

(b) Knowledge of and experience in domain areas such as Automobile industry, banking and
finance, etc., should be duly considered while making appointments to the Board level.

(c) While appointing independent director, care should be taken as to the independence of the
proposed appointee.

(d) Directorships in other companies may also be taken into account while determining the
candidature of a person.

ROLE OF NOMINATION AND REMUNERAYTION COMMITTEE

The Nomination and Remuneration Committee (‘NRC’) of the Company shall review and assess
Board composition on behalf of the Board and shall recommend to the Board, the appointment of
new directors based on their qualification, positive attributes and independence.

In reviewing Board composition, NRC will consider the benefits of all aspects of diversity
including, but not limited to, those described above, in order to enable it to discharge its duties
and responsibilities effectively.

REVIEW OF THE POLICY

The NRC will review the policy annually, which will include an assessment of the effectiveness
of the policy.

The NRC will discuss any revision that may be required and recommend any such revisions to
the Board for approval.



