FORBES PRECISION TOOLS AND MACHINE PARTS LIMITED

NOMINATION AND REMUNERATION POLICY REGULATORY FRAMEWORK

REGULATORY FRAMEWORK

| SECTION 178 OF THE COMPANIES ACT, 2013

The Nomination and Remuneration Committee shall identify persons who are
qualified to become directors and who may be appointed in senior management in
accordance with the criteria laid down, recommend to the Board their appointment
and removal

The Nomination and Remuneration Committee shall formulate the criteria for
determining qualifications, positive attributes and independence of a director and
recommend to the Board a policy, relating to the remuneration for the directors, key
managerial personnel and other employees.

The Nomination and Remuneration Committee shall, while formulating the policy as
aforesaid shall ensure that:

(a) 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;

(b) relationship of remuneration to performance is clear and meets appropriate
performance benchmarks; and

(c) remuneration to directors, key managerial personnel and senior management
involves a balance between fixed and incentive pay reflecting short and long-
term performance objectives appropriate to the working of the company and its
goals:

Il SEBI (Listing Obligations & Disclosure Requirements), Regulations 2015

Schedule Il Part D of Regulation 19 of the SEBI (Listing Obligations & Disclosure
Requirements), Regulations 2015 (SEBI LODR) provides that role of Nomination and
Remuneration Committee shall, inter-alia, include the following:

Formulation of the criteria for determining qualifications, positive attributes and
independence of a director and recommend to the Board a policy, relating to the
remuneration of the directors, key managerial personnel and other employees;

For every appointment of an independent director, the Nomination and
Remuneration Committee shall evaluate the balance of skills, knowledge and
experience on the Board and on the basis of such evaluation, prepare a description
of the role and capabilities required of an independent director. The person
recommended to the Board for appointment as an independent director shall have
the capabilities identified in such description. For the purpose of identifying suitable
candidates, the Committee may:



a. use the services of an external agencies, if required;

b. consider candidates from a wide range of backgrounds, having due regard to
diversity; and

c. consider the time commitments of the candidates.

e Formulation of criteria for evaluation of Independent Directors and the Board;

e Devising a policy on Board diversity;

e identifying persons who are qualified to become directors and who may be appointed
in senior management in accordance with the criteria laid down and recommend to
the board of directors their appointment and removal.

e whether to extend or continue the term of appointment of the independent director,
on the basis of the report of performance evaluation of independent directors.

e Recommend to the board, all remuneration, in whatever form, payable to senior
management.

e Carrying out any other functions as may be delegated by the Board of Directors of
the Company, as provided under the Companies Act, the SEBI LODR or any other
applicable law, as and when amended from time to time

The company shall disclose the remuneration policy and the evaluation criteria in its Annual
Report.

DEFINITIONS & INTERPRETATION
In this Policy unless the context otherwise requires:
Act shall mean the Companies Act, 2013.

Board shall mean Board of Directors of the Company. (Forbes Precision Tools and Machine
Parts Limited).

Charter shall mean Charter for Performance Evaluation of the Directors, Committees and
Board of Directors adopted by the Board of Directors of the Company as amended from time
to time.

KMPs or Key Managerial Personnel shall mean following:

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

b. Company Secretary; and

c. Chief Financial Officer

NRC shall mean Nomination and Remuneration Committee.

Senior Management shall mean the officers and personnel of the listed entity who are
members of its core management team, excluding the Board of Directors, and shall also
comprise all the members of the management one level below the Chief Executive Officer
or Managing Director or Whole Time Director or Manager (including Chief Executive Officer
and Manager, in case they are not part of the Board of Directors) and shall specifically



include the functional heads, by whatever name called and the persons identified and
designated as key managerial personnel, other than the board of directors, by the listed
entity.”

INTERPRETATION

ii.

iii.

The provisions of the Act and the SEBI LODR shall be deemed to have been mutatis
mutandis specifically incorporated in this Policy and in case any of the provision of
this Charter is inconsistent with the provisions of Act and/or the SEBI LODR, the
provisions of Act and/or the SEBI LODR shall prevail.

The capitalized words not specifically defined in the Policy shall have the same
meaning as under the Act or the SEBI LODR or the Charter.

For interpretation of this Policy, reference and reliance may be placed upon
circulars/clarifications issued by the Ministry of the Corporate Affairs or SEBI and/or
any other authority.

OBJECTIVES

The Objective of this Policy is to act as a guideline for determining, inter-alia, qualifications,
positive attributes and independence of a Director, matters relating to the remuneration,
appointment, removal and evaluation of performance of the Directors, KMPs, Senior
Management Personnel and includes:

Ensuing 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;

Ensuing that the relationship of remuneration to performance is clear and meets
appropriate performance benchmarks;

Ensuing that the remuneration to Directors, KMPs, and other Senior Management
Personnel of the Company involves a fine balance between fixed and incentive pay
reflecting short and long-term performance objectives appropriate to the working of
the Company and its goals;

To lay down criteria and terms and conditions with regard to identifying persons who
are qualified to become Directors (Executive and Non-executive) and persons who may
be appointed in Senior Management, KMPs and to determine their remuneration;

To determine remuneration based on the Company’s size and financial position and
trends and practices on remuneration prevailing in the industry;

To retain, motivate and promote talent and to ensure long term sustainability of
talented managerial persons and create competitive advantage; and

To lay down criteria for appointment, removal of directors, KMPs and Senior
Management Personnel and evaluation of their performance.



FUNCTIONS OF NOMINATION AND REMUNERATION COMMITTEE
The NRC shall, inter-alia, perform the following functions:

¢ Identify persons who are qualified to become Directors in accordance with the criteria
laid down, recommend to the Board their appointment and removal;

e Formulate the criteria for determining qualifications, positive attributes and
independence of a director and recommend to the Board a policy, relating to the
remuneration for the directors, key managerial personnel and other employees;

e Determine the criteria for selection, attributes and broad parameters for appointment
of KMPs, evaluation and measurement of performance of KMPs and to recommend
appointments of KMPs to the Board.

e Determine the criteria for selection, compensation structure, evaluation and
measurement of performance of Senior Management Personnel.

e Ensure that the Board comprises of a balanced combination of Executive Directors and
Non-Executive Directors and also the Independent Directors;

e Devise framework to ensure that Directors are inducted through suitable familiarization
process covering their roles, responsibility and liability;

e Oversee the formulation and implementation of ESOP Schemes, its administration,
supervision, and formulating detailed terms and conditions in accordance with SEBI
Guidelines;

e Devise a policy/criteria on Board diversity;

e The NRC shall assist the Board in ensuring that plans are in place for orderly succession
for appointments to the Board and to senior management; and

e Set up mechanism to carry out its functions and is further authorized to delegate any /
all of its powers to any of the Directors and / or officers of the Company, as deemed
necessary for proper and expeditious execution.

APPOINTMENT OF DIRECTORS

e The NRC shall ensure that Board has appropriate balance of skills, experience and
diversity of perspectives that are imperative for the execution of its business
strategy, and consider various factors including but not limited to skills, industry
experience, background, race and gender for balanced and diversified Board.

e The NRC shall identify and ascertain the integrity, qualification, expertise and
experience of the person for appointment as Director, KMPs and recommend to the
Board his/her appointment.

e An Independent Director shall also have experience and knowledge in one or more
fields of finance, law, management, marketing, sales, administration, corporate
governance, or any other disciplines related to the business of the Company.

o Appointment of Independent Directors shall be subject to compliance of provisions
of section 149 of the Companies Act, 2013, read with schedule IV and rules
thereunder. 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(s) 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 expiry of three years of ceasing to become an Independent
Director.

e The NRC shall recommend appointment or re-appointment of Managing Director (MD)
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.

¢ The NRC may recommend, to the Board with reasons recorded in writing, removal of
a Director, KMPs or Senior Management Personnel subject to the provisions of the
Companies Act, 2013, and all other applicable Acts, Rules and Regulations, if any.

e The Directors, KMPs and Senior Management Personnel shall retire as per the
applicable provisions of the Regulations and the prevailing policy of the Company.
The NRC shall from time to time recommend, review and revise, if required the
retirement policy for Directors, KMPs and Senior Management Personnel.

e The Board will have the discretion to retain the Director, KMPs and Senior
Management Personnel in the same position/remuneration or otherwise even after
attaining the retirement age, for the benefit of the Company.

e The appointment, removal and terms of remuneration of the Chief Internal Auditor
shall be subject to review by the Audit Committee.

REMUNERATION OF MD

e The remuneration/ to the Managing Director will be determined by the NRC and
recommended to the Board for approval. The remuneration/ compensation/profit-
linked commission etc. shall be in accordance with the percentage/slabs/conditions
laid down in the Articles of Association of the Company, Act and shall be subject to
the prior/post approval of the members of the Company and Central Government,
wherever required.

¢ Increments to the MD should be within the slabs approved by the members and shall
be made after taking into consideration the Company’s overall performance, MD’s
contribution for the same, trends in the industry in general and in a manner which
would ensure and support a high performance culture. The MD shall be eligible for
remuneration as may be approved by the members of the Company on the
recommendation of the NRC and the Board of Directors. The break- up of the pay
scale, performance bonus and quantum of perquisites including, employer’s
contribution to P.F, pension scheme, medical expenses, club fees etc. shall be
decided and approved by the Board on the recommendation of the NRC and shall be
within the overall remuneration approved by the members and Central Government,
wherever required. If, in any financial year, the Company has no profits or its profits
are inadequate, the Company shall pay remuneration to its MD in accordance with
the provisions of the Companies Act, 2013 and if it is not able to comply with such
provisions, then with the approval of the Central Government.

e The Remuneration to MD shall involve a balance between fixed and incentive pay
reflecting short and long term performance and objectives appropriate to working
of the Company and its goals.

e The Non-Executive Directors (Including Independent Directors) of the Company shall
be paid sitting fees as per the applicable Regulations as approved by the Board from



time to time. The boarding and lodging expenses of Directors for attending meetings
shall be reimbursed to the Directors based out of Mumbai.

e The profit-linked Commission shall be paid within the monetary limit approved by
the members of the Company subject to the same not exceeding 1% of the net profits
of the Company computed as per the applicable provisions of the Regulations.

e Pursuant to the provisions of the Act, an Independent Director shall not be entitled
to any stock option of the Company.

e Only such employees of the Company and its subsidiaries as approved by the NRC will
be granted ESOPs.

FAMILIARISATION PROGRAMME FOR INDEPENDENT DIRECTORS

e Company’s Corporate Profile, Organizational structure, the latest Annual Report,
Code of Conduct, Policies and Charters applicable to Directors shall be provided to
all Directors at the time of joining.

e A detailed Appointment Letter incorporating the role, duties and responsibilities,
remuneration and performance evaluation process, code of conduct and obligations
on disclosures shall be issued to the Independent Directors.

e The company shall provide suitable training to Independent Directors/Non-Executive
Directors to familiarize them with the company, their roles, rights, responsibilities
in the company, nature of the industry in which the company operates, business
model of the company, etc. and they shall be formally introduced to the Business/
Unit Heads and Corporate Functional Heads.

UPDATING THE DIRECTORS ON A CONTINUING BASIS

e The Company shall periodically arrange Board Strategy discussions at any of the
Company’s plants or off-site locations. At such Meetings, the Directors also get an
opportunity to see the Company’s operations, interact with the Plant Heads and
review the sustainability aspects of the Plant. This would enable them to gain an
understanding and appreciation of the operations of the Company and initiatives
taken on safety, quality, environment issues, CSR, Sustainability, etc.

e At the Board Strategy Meeting, presentations shall be made to the Directors on the
Company’s long-term Vision and Strategy. Business Heads may also present their
plans and priorities with the Board. This would enable the Directors to get a deeper
insight in the operations of the Company.

e Periodic presentations on operations to the Board shall include information on
business performance, operations, market share, financial parameters, working
capital management, fund flows, senior management changes, major litigation,
compliances, subsidiary data, etc.

e Business Heads and Company Executives may be invited at Board or Committee
Meetings and meetings of Directors for better understanding of the business and
operations of the Company.



REMUNERATION TO KMPs AND SENIOR MANAGEMENT

e The level and composition to be paid to KMPs and Senior Management shall be
reasonable and sufficient to attract, retain and motivate them and shall be also
guided by external competitiveness and internal parity.

e The remuneration of KMPs and Senior Management Personnel shall be guided by the
external competitiveness and internal parity. Internally, performance rating of all
employees would be spread across a normal distribution curve.

e The remuneration of KMPs and Senior Management shall comply with the guidelines
approved by the NRC.



