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AGENDA ITEMS AND RECOMMENDATIONS

SES

Resolution Rationale

Observation”

Non-discl 1 ial
Adoption of Consolidated and Standalone Financial Ll e R P

1 0 NC | GC of subsidiary; wrong
Statements. N .
classification of items
2 To confirm the dividend for the financial year 2022-23. (0] NC | GC Linked with resolution #1
Appointment of M/s. B S D & Co., Chartered e e
3 Accountants, as Statutory Auditors of the Company for 0] NC | GC . VECH
) . . Inadequate Disclosures
four years and to fix their remuneration.
4 F?e-appomtr.nent of Mr. Rajesh Mehta, as a Director 0 Lc | GC B Caliasss
liable to retire by rotation.
To approve the appointment of Mr. Suresh Kumar Delayed Approval of
5 Sarojamma Linge Gowda as Executive Director of the 0 NC | GC Shareholders; Inadequate
Company and including remuneration. Disclosures
Appointment of Mr. Suresh Kumar Sarojamma Linge Delayed Approval of
6 Gowda as Managing Director of the Company and 0] NC | GC Shareholders; Inadequate
including remuneration. Disclosures

O - Ordinary Resolution; S - Special Resolution, Rec. - Recommendation
# LC - Legally Compliant, NC -Legally Non-Compliant, FC - Fairness Concern, TC - Disclosures & Transparency Concern, GC - Governance Concern

KEY ISSUES

P The Company has not disclosed separate audited financial statements of subsidiary on its website for FY 2022-23. ( )

Mr. Rajesh Mehta is the Executive Chairman of the Company. SES is of the opinion that holding both positions by the same person
may lead to concentration of power in the hands of a single person. ( )

¢

TP The Company has proposed appointment of statutory auditor for only 4 years which is not in line with the applicable legal provisions
and has also not disclosed proposed remuneration and credentials. ( )

$

The Independent Directors have not been paid any remuneration/ commission by the Company. The Company has not stated any
reasons for the same. Although the law does not permit IDs to received stock options, but it allows them to receive sitting fees and
profit based commission. In this case, the Company has not even paid any sitting fees to the IDs.

Since, this is not a governmental organisation, rather a commercial Company with ~X 30.38 crore of standalone profit & X 1,432
crore of Consolidated profit in FY 2022-23, the following questions are bound to be raised:

e Why are the IDs not receiving any remuneration?

e Isthere any other means by which IDs are being paid?

e Why are the IDs providing their service free of cost to the Company?

e Isthere any other agreement between the IDs and the promoters of the Company?

SES is of the opinion that the Company should disclose why they are not paying any remuneration to the IDs. Further, SES is of the
view that the shareholders must seek clarifications from the NRC Chairman on the remuneration policy of the Company and the
reason behind non-payment of remuneration to the IDs.

T The Company has not disclosed AGM attendance in the Annual Report 2022-23 as well as in the last two financial years’ Annual
Reports. SES has derived attendance details from Annual Returns available on the Company Website. ( )

% The resolution for proposed appointment of executive director is not proposed with adequate disclosures as required under
secretarial standards. Further, there is no clarity behind proposing low remuneration to the executive director. ( )

i% © Stakeholders Empowerment Services | All Rights Reserved 2 | PAGE

be Back to top

0'5

PROXY ADVISORY REPORT | For LiMITED CIRCULATION


http://www.rajeshindia.com/

-IEZG-S E S Rajesh Exports Limited | website

Meeting Type: 29" AGM Meeting Date: 30*" December, 2023

KEY OBSERVATIONS

N\

The standalone financials have been impacted heavily post FY 2019-20. Shareholders may interact with the Company to understand
specifically as to what are the measures undertaken by the Company to put the Company’s standalone performance back on track.
The consolidated financials have been showing improvements. No concern is identified in this regard.

The Company has received Administrative Warning letter from SEBI in May 2022 for violation of certain provisions of SEBI LODR
Regulations.

Inadequate Corporate Social Responsibility (CSR) Provisions: As per Section 135 of the Companies Act, 2013 the amount of CSR
required to be incurred was X 110.76 lakhs whereas the Company has spent X 16.10 lakhs. The same was noted in the CSR
Committee Meeting held on 315 March, 2023. SES is of the view that the Company should take measures to comply with the
applicable CSR provisions.

Chairperson of the Audit Committee and Nomination & Remuneration Committee is same person:

Ms. Asha Mehta is the Chairperson of AC & NRC committees.

SES is of the opinion that the Audit and NRC are pillars of the Company ensuring corporate democracy therefore, a common director
acting Chairperson of both the Committees may not be in the best interest of Corporate governance since it might lead to
concentration of power in the hands of a single individual. Further, this is also confirmed by the RBI in its Direction to banks, where
the Banking Regulator has specifically directed that chairpersons of Board committees such as AC and NRC, shall be different
directors. Although RBI directions are not applicable to the Company, however, as a good governance measure, SES does not view
the appointment of a same individual for both the positions as a good governance practice.
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RESOLUTION ANALYSIS

RESOLUTION 1: ADOPTION OF FINANCIAL STATEMENTS

To receive, consider and adopt the Consolidated and Standalone Financial Statements for the year ended

31t March, 2023 as at that date together with the reports of the Directors and Auditors thereon. 0 AGAINST

SES RATIONALE

Unqualified Financial Statements. Non-Compliant with Companies Act, 2013 and SEBI LODR Regulations: Non-disclosure of financial
statements of subsidiary company. Governance Concern: Wrong classification of Interest Income.

SES ANALYSIS

Note: Detailed analysis of the accounts is not within the scope of SES' activities. SES accepts the Report of the Directors and the Auditors to be true
and fair representation of the company's financial position. The analysis below is aimed at enabling shareholders to engage in discussions with the
Board/ Management during the AGM.

AUDITORS INFORMATION

Name of Statutory auditor M/s.BS D & Co.

Auditor's Network NA
Auditor Tenure (Year) 4

Term 1t term
Audit Partner P L Venkatadari
Partner tenure (Year) 1

Appointed at AGM 2022 for a period of 1 year to hold office until the
conclusion of the upcoming AGM.

Resignation/Removal of Auditors during FY 2022-23 Appointment proposed at resolution #3 (Read More)

Shareholders' approval

AUDIT QUALIFICATIONS, KEY AUDIT MATTERS & OTHER COMMENTS

AUDITORS REPORT FOR FY 2022-23 STANDALONE CONSOLIDATED
Any Qualification, Reservation, Adverse Remark or Disclaimer of Opinion No No
Key Audit Matters Yes - Page No. 48 Yes - Page No. 84
Emphasis of Matters No No

Page References: Company's Annual Report for FY 2022-23

PROXY ADVISORY REPORT | For LiMITED CIRCULATION

GOVERNANCE PRACTICES WITH REGARD TO CONSOLIDATION OF FINANCIALS

% of Consolidated Financials not audited by Principal Auditors

Particulars Total Assets Total Revenue Net Profits
Consolidated Financials (X in Crore) 22,874.67 3,39,713.73 1,432.27
% of Consolidated Financials not audited by Principal Auditors
Audited by Other Auditors (Note) 84.61% 98.30% 97.88%
Unaudited 0.00% 0.00% 0.00%

Note: Figures are prior to consolidation adjustments

Almost entire consolidated financial statements audited by Other Auditors: The Principal Auditors have not audited the financial
statements of foreign subsidiary viz., M/s. REL Singapore PTE Ltd. In other words, the same can also mean that almost the entire portion
of the consolidated financial statements is audited by other auditors and not by the Principal Auditors of the Company as the standalone
financial statements of the Company constitute a nominal portion of the consolidated financial statements of the Company.
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The Principal Auditors have considered the financial statements of the foreign subsidiary and their opinion on the same is not modified.
Hence, no major concern is identified. However, SES is of the view that the Company should provide more information in this regard as
to the rationale behind the Principal Auditors not auditing the subsidiary financials and its implications, if any.

Other Governance Practices

Whether financials of all Subsidiary Companies uploaded on the Company Website? No (Read More)
Separate resolutions proposed for adoption of Standalone & Consolidation Financial Statements No

Clubbed Resolution: SES is of the opinion that adoption of Consolidated Financial Statements and Standalone Financial Statement are
two independent matters, and the Company should propose them in different resolutions. SES does not consider, bunching of separate
matters in a single resolution as a good governance practice, as it deprives the shareholders of the option of making different voting
decisions on these separate matters.

Though not legally required, but as a good governance practice the Company should provide opportunity to the shareholders to vote
for such resolutions independently.

FINANCIAL INDICATORS (CONSOLIDATED)

Mar' 22 Mar' 23 Shift Company Discussion

Current Ratio 1.86 2.42 29.74% Not discussed
Debt Equity Ratio 0.92 0.55 -39.93% Not discussed
Debt Service Coverage Ratio 11.54 18.26 58.25% Not discussed
Return on Equity 0.08 0.09 14.07% -

Inventory Turnover Ratio 32.25 49.52 53.55% Not discussed
;:1?: Receivable  Turnover 23.09 3225  39.67% Not discussed
Trade Payable Turnover Ratio 22.55 32.05 42.11% Not discussed
Net Capital Turnover Ratio 24.55 31.80 29.53% Not discussed
Net Profit Ratio 0.01 0.01 0.00% -

Return on Capital Employed 0.08 0.09 20.27% -

Return on Investment 0.01 0.01 -36.00% Not discussed

Source: Company's Annual Reports | Above figures are rounded off

Law: SEBI (LODR) Amendment Regulations, 2018, requires disclosure of significant changes (i.e. change of 25% or more as compared
to the immediately previous financial year) in key financial ratios, along with detailed explanations therefor in Management
Discussion and Analysis.

Further, as per Schedule Il Division Il of Companies Act, 2013:

(xiv) The company shall explain the items included in numerator and denominator for computing the above ratios. Further explanation
shall be provided for any change in the ratio by more than 25% as compared to the preceding year.

SES Comment: The Company has disclosed the Key Financial Ratios; however, it has not explained the significant changes thereon.
Therefore, the Company is non-compliant with the above law.

CONTINGENT LIABILITIES (CONSOLIDATED)

(Al figures i Crore) | Mar22 | Mar23

Total contingent liabilities 11.47 11.46
Net worth of the Company 12,445.73 14,723.63
Contingent liabilities as a percentage of net worth 0.09% 0.07%

Source: Company's Annual Reports

SES Comment: Major portion of contingent liabilities is constituted by Service Tax and Value Added Tax related matters.

RELATED PARTY TRANSACTIONS (CONSOLIDATED)
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Outstanding (X Crore)

% of Total | % of Total

Mar' 22 Mar' 23 SO

Receivables 79.11

Payables 2,408.16

Source: Company's Annual Reports

82.33

2,691.26

4.07% 0.74 0.79 .
common director

o)
11.75% 23.11 37.60 e

Majority from Elest Pvt Ltd, an entity with

Majority to Valcambi SA, Step Down

STANDALONE VS CONSOLIDATED FINANCIAL STATEMENTS

(In¥ Crore)

Standalone
Mar' 22

@ From Subsidiaries etc. Consolidated

Mar' 23 Mar' 21 Mar' 22 Mar' 23 Mar' 21 Mar' 22 Mar' 23

Total Revenue 2,061 6,248 5771  2,56,247  2,36,920 3,33,943  2,58,308 2,43,168 3,39,714
Net Profit 99 23 30 746 987 1,402 845 1,009 1,432
Total Assets 9,283 9,560 8,560 14,189 14,356 14,315 23,473 23,916 22,875
Net Worth 5,006 4,999 5,016 6,215 7,446 9,707 11,221 12,446 14,724
Net Profit Margin (%) 4.79 0.36 0.53 0.29 0.42 0.42 0.33 0.42 0.42
ROA (%) 1.06 0.24 0.35 5.26 6.87 9.79 3.60 4.22 6.26
RONW (%) 1.97 0.45 0.61 12.00 13.25 14.44 7.53 8.11 9.73

Source: Company's Annual Reports; @balancing figure being the difference between consolidated and standalone financial statements

SES Comment: The above comparison suggests that majority contribution towards the consolidated performance comes from the

subsidiary company.

SES VIEW

The Statutory Auditors have not made any qualifications with respect to the standalone and consolidated financial statements for FY
2022-23.

Financials of Subsidiary Company not disclosed:

As on 315t March, 2023, the Company has a wholly owned subsidiary company viz., REL Singapore Pte Ltd.

Legal Provisions under Companies Act, 2013 & SEBI Listing Regulations:

Fourth Proviso to Section 136 of Companies Act, 2013 states that:

“Provided also that every listed company having a subsidiary or subsidiaries shall place separate audited accounts in respect
of each of subsidiary on its website, if any:

Provided also that a listed company which has a subsidiary incorporated outside India (herein referred to as "foreign subsidiary")

(a) where such foreign subsidiary is statutorily required to prepare consolidated financial statement under any law of the country
of its incorporation, the requirement of this proviso shall be met if consolidated financial statement of such foreign subsidiary is
placed on the website of the listed company;”

Further, Regulation 46(2)(s) of SEBI Listing Regulations also states that:

“(s) separate audited financial statements of each subsidiary of the listed entity in respect of a relevant financial year, uploaded
at least 21 days prior to the date of the annual general meeting which has been called to inter alia consider accounts of that
financial year.”

The financials of this subsidiary have been audited by other auditors.

SES could not locate the separate audited financial statements of subsidiary on its website for FY 2022-23. As the separate audited
financials of the subsidiary is not available on the website of the Company, therefore, SES is of the view that the Company is non-
compliant with Section 136 of the Companies Act, 2013 & Regulation 46(2)(s) of SEBI LODR Regulations.

ii* Stakeholders Empowerment Services | All Rights Reserved
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e During FY 2021-22 as well, the subsidiary financials for FY 2021-22 was not found and hence, SES had raised compliance concern in
this regard.

With regard to non-availability of subsidiary financials, no concern is identified w.r.t the adoption of standalone financial statements.
However, given that the resolutions are combined for adoption of both standalone and consolidated financial statements, SES is raising
compliance concern on resolution #1.

Inadequate Disclosure under Revenue from Operations:

The Company, on a standalone basis, has X 505.31 Crores (previous year: X 522.53 Crores) as fixed deposits with the banks. The Notes
to Financial Statements explain, “Revenue from operations includes interest received on Fixed Deposits & Mutual Funds made for
margin purposes for the sake of procurement of Raw Materials (Buyers Credit)”

Hence, the Company has included the above non-operating income under the head of ‘Revenue from Operations’.

Legal Provisions: In this regard, the Guidance note issued by ICAl on IND AS ( ) at Pg. 75, states as under:

“9.2 Other income:
The aggregate of 'Other income' is to be disclosed on face of the Statement of Profit and Loss. As per Note 5 to General Instructions
for the preparation of Statement of Profit and Loss 'Other Income’ shall be classified as:

e |nterest Income
e Dividend Income

e  Other non-operating income (net of expenses directly attributable to such income)”
Furthermore, as per the provisions of Ind AS 115 (Link) which replaced Ind AS 18 effective 1° April, 2018 says as follows:

“An entity shall present the effects of financing (interest revenue or interest expense) separately from revenue from contracts with
customers in the statement of profit and loss.”

SES is of the opinion that the inclusion of ‘interest income’ under the head of ‘Revenue from Operations’ is incorrect as per Ind AS 115.
Only that portion of interest which has been directly attributed to a sales transaction can be attributed as revenue, otherwise, it should
be disclosed separately from revenue in the statement of profit and loss account. Basis the said disclosure issue, SES is raising
transparency concern on resolution #1.

SES has been highlighting the same issue for the last couple of years.

In view of the above, SES is raising compliance and transparency concern on resolution #1.
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RESOLUTION 2: DECLARATION OF DIVIDEND

To confirm the dividend for the financial year 2022-23. | (0] | AGAINST

SES RATIONALE

Sufficient funds available. Governance Concern is raised on adoption of Standalone financial statements of the Company under

resolution #1; dividend, being appropriation post approval of accounts, cannot be paid if accounts are not voted FOR.

SES ANALYSIS

Dividend and Earnings

SES View on Proposed Dividend:

4 - 3.36 - 140%
= . % SO e .
< 96.15% | 120% B The Board has proposed a final dividend of X 1 per equity share
g3 129.87% - 100% for FY 2022-23.
5 - 80%
&2 . 60% & e Dividend hasbeen constantin last 3 years, irrespective of Profits
T 1.00 1.00 1.04 k-]
S 1.00 0.77 - 40% S earned.
3 29.76% - 20% 2
8, ' 0% & ¢ The final dividend would lead to a cash outflow of around X
T T (]
2021 2022 2023 29.53 crores.
Dividend (LHS) EPS (LHS) ~ —@—Payout (RHS) The Company has sufficient funds. No concern has been identified.

Graph: Dividend Payout and EPS

Dividend Proposal Inter-Linked with Adoption of Financial Statements:

SES has recommended against Resolution #1 for two reasons. Firstly, on account of non-disclosure of the financials of the Company’s
subsidiary company on its website and resolution for adoption of Standalone and Consolidated Financial Statements being clubbed
together. Secondly, with regard to wrong disclosure of interest income under revenue from operations.

With regard to non-disclosure of subsidiary financials, it is pertinent to note that, while SES principally does not identify any concern
with the adoption of the Company’s Standalone Financial Statements when the concern pertains to only non-disclosure of subsidiary
financials, however, SES has recommended Against the adoption of the Standalone Financial Statements as the Company has
proposed a clubbed resolution.

Consequently, SES would have recommended in favour of the proposed declaration of dividend, however, SES has also identified
concerns with regard to the standalone financial statements on account of classification of Interest Income wrongly under ‘Revenue
from Operations’ instead of ‘Other Income’. Consequently, the financials might not be reflective of the correct financial performance
of the Company.

It must be noted that subject to shareholders’ approval, the resolution shall source the payment of final dividend from the Company’s
standalone financials, as dividend is appropriation of profits, which is based on standalone financial statements.

Although SES understands that payment of dividend is a shareholder friendly measure and will not have any adverse impact on
financial position of Company, however, since principal concerns are identified regarding the Standalone Financial Statements of the
Company, SES is unable to recommend in favour of the proposal seeking approval for dividend. Hence, SES is raising governance
concern against the dividend proposal.

DISCLOSURE OF DIVIDEND DISTRIBUTION POLICY

Has the Company disclosed the Dividend Distribution Policy ('DDP')? Yes
Is the DDP objective and enables the shareholder to estimate the likely dividend? No

SES VIEW ON DIVIDEND DISTRIBUTION POLICY

DDP is not objective:
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The Company has disclosed its Dividend Distribution Policy on its as per Regulation 43A of the Securities and Exchange Board
of India (Listing Obligations and Disclosure Requirements) Regulations, 2015. The policy disclosed, although in technical compliance
with the SEBI directive, however, doesn’t enable investors to estimate the prospective dividend amount. SES understands that the idea
of Market Regulator SEBI behind mandating dividend policy disclosure was to provide a tool in the hand of investors to estimate the
likely dividend based on available and disclosed financial performance and to question the management in case policy is not followed.

Hence, in its present form, the investors neither can estimate dividend nor can question the dividend decisions of the Board. Thus,
any decision of the Board will be compliant with the policy. This is one more example of investors being failed by the Board of a
Company despite regulator's best intention.
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RESOLUTION 3: APPOINTMENT OF AUDITORS

To appoint M/s. BS D & Co., Chartered Accountants as Statutory Auditors of the Company for four years
0] AGAINST

and to fix their remuneration.

SES RATIONALE

Non-Compliant with Companies Act, 2013: Proposed Term not of 5 years; Non-Compliant with SEBI LODR Regulations: Proposed fees
and Credentials of auditors not disclosed.

SES ANALYSIS

DISCLOSURES
Name of the proposed auditor M/s B S D & Co.
Whether Auditors' eligibility for appointment
. Yes
disclosed?

Has Audit Committee reviewed the Independence Not Disclosed; however, the terms of reference are stated to be in line with
of the Auditor? SEBI Regulations

Basis of recommendation of appointment/
Credentials of the Auditor

Proposed Audit Fee Payable Not Disclosed
Proposed Term (years) 4 Years

Not Disclosed

AUDITORS' INDEPENDENCE

Auditors Tenure Audit Partner Tenure
M/s.BS D & Co. 1 Year P L Venkatadari 1 Year
Auditor's Network NA

AUDITORS' REMUNERATION

Remuneration components Standalone Auditors' Remuneration

0.18 0.16
0.16
0.14
0.12
0.10
0.08
0.06
0.04

FY 2021-22 0.02 0.00 0.00 0.00 0.00 0.00 0.00
0.00

FY 2022-23

Audit fee (in X Cr)

FY 20/21 FY 21/22 FY 22/23
B Audit Audit-Related Non Audit m Audit Fee Audit Related Fee Non Audit Fee

Graph: Remuneration Components Graph : Historical Trends in Auditors' Remuneration
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Company's Auditor Remuneration vs. Index Benchmark:

Auditors' Remuneration ZCrore Total Auditors Fee Audit Fee Audit Related Fee
Payment for FY 2022-23 0.14 0.14 0
Mean Benchmark 1.46 1.08 0.13

*Benchmarks are computed by SES using FY 2021-22 average data

Note: The Company has disclosed the auditor remuneration for the year to be X 14.52 lakhs. It is not clear whether the same is inclusive
of any audit related/ non-audit expenses or not. Shareholders may seek clarification in this regard.

SES VIEW
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The Company is seeking shareholders’ approval for appointment of M/s. BS D & Co. as Statutory Auditors for the next four years and

to authorise the Board to fix their remuneration.

Shareholders may note the following observations:

Break in First Term — Not in line with law

Legal Provisions: As per the provisions contained under section 139 of the Companies Act, 2013, a Statutory Auditor has to be
appointed for a fixed term of 5 years. Relevant provision is reproduced below:

Section 139, sub-section (2), provides that:

“No listed company or a company belonging to such class or classes of companies as may be prescribed, shall appoint or re-
appoint—

(a) an individual as auditor for more than one term of five consecutive years; and

(b) an audit firm as auditor for more than two terms of five consecutive years:”

Therefore, the law clearly states that the Auditors of the Company have to be appointed for a term of 5 years only (no more, no
less).

M/s. B S D & Co. were appointed as Statutory Auditors at AGM 2022 for a period of 1 year. Now, the Auditors are being proposed
for appointment for a period of 4 years.

SES is of the view that such breakage in term is not in line with the legal provisions. Hence, the proposed appointment of statutory
auditors is not in accordance with the above law.

Further M/s. B S D & Co., Chartered Accountants, have consented to their appointment as Statutory Auditors and have confirmed
that if appointed, their appointment will be in accordance with Section 139 read with Section 141 of the Act, which in the opinion
of SES is a misdeclaration.

Therefore, SES is raising compliance concern for proposed appointment.

Remuneration not disclosed:

The Company has not disclosed the proposed fees payable and the credentials of the proposed statutory auditors.
Legal Provisions: Non-Compliance with Regulation 36(5) of SEBI LODR:

36(5) The notice being sent to shareholders for an annual general meeting, where the statutory auditor(s) is/are proposed to be
appointed/re-appointed shall include the following disclosures as a part of the explanatory statement to the notice:

(a) Proposed fees payable to the statutory auditor(s) along with terms of appointment and in case of a new auditor, any
material change in the fee payable to such auditor from that paid to the outgoing auditor along with the rationale for
such change;

(b) Basis of recommendation for appointment including the details in relation to and credentials of the statutory auditor(s)
proposed to be appointed.”

Hence, the Company is non-compliant with the above provisions. Hence, SES is raising compliance concern.

Thus, SES is raising compliance concern with respect to the proposed appointment.
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RESOLUTION 4 TO 6: APPOINTMENT/RE-APPOINTMENT OF EXECUTIVE DIRECTORS

#4: To appoint a director in place of Mr. Rajesh Mehta, who retires by rotation in terms of Section 152(6) 0 AGAINST
of Companies Act, 2013 and being eligible offers himself for re-appointment.

#5: To approve the appointment of Mr. Suresh Kumar Sarojamma Linge Gowda as Executive Director. (@) AGAINST
#6: To approve the appointment of Mr. Suresh Kumar Sarojamma Linge Gowda as Managing Director of

the ComF:JF;ny PP J : o 0 AGAINST

SES RATIONALE

#4: Compliant with Law. Governance Concern: Holding positions of Board Chairperson and Executive Director may lead to concentration
of power in the hands of a single person.

#5 & #6: Non-Compliant with SEBI LODR Regulations: Delayed approval of shareholders; Non-Compliant with Secretarial Standards:
Inadequate Disclosures.

SES ANALYSIS

DIRECTOR'S PROFILE

MR. RAJESH MEHTA

Age: 59 years

Full time positions: Executive Chairperson at Rajesh Exports Limited

Education: || PUC (Pre University courses)

Functional Area: Industry Expert

Past Experience (as stated by the company): Has experience of over thirty-five years in functioning and management of Jewellery
trade and has travelled extensively within India and overseas for establishing a strong network in the industry.
Committee positions in the Company: AC(M), SRC(M), CSRC(M)

Retirement by rotation: Retiring

Director Category (As per SES): Promoter

Date of Original Appointment: 1% February, 1995

Total Association (Including Group): 28 years

Inter-se relationships with other Directors/KMPs: Not Disclosed*

No. of shares held in the company: 8,84,91,645 shares (~29.97%)

Proposed approval: Approval for appointment as a Director, pursuant to retirement by rotation.

* Schedule V Part C to SEBI LODR Regulations requires Director attendance disclosure of relationships between directors inter-se to

be disclosed in the Corporate Governance Report forming part of the Annual Report. The said disclosure is not made in the Annual
Report. Hence, the Company is non-compliant with the said requirement.

MR. SURESH KUMAR

Age: 56 years

Full time positions: Managing Director at Rajesh Exports Limited

Education: Graduate

Functional Area: Industry Expert

Past Experience (as stated by the company): He is an expert in Jewellery retail business. He has been involved in Jewellery retail
business for last two decades and he would be an asset to the company, especially in the retail expansion program of the Company.
Committee positions in the Company: RMC(C)

Retirement by rotation: Retiring

Director Category (As per SES): Non-Promoter
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Date of original Appointment: 15t March, 2023

Total Association (Including Group): 4 Years

Inter-se relationships with other Directors/KMPs: Not Disclosed

No. of shares held in the company: Not Disclosed

Proposed approval: Approval for appointment as Whole-Time Director for a term of five years starting from 15t March, 2023 and as
Managing Director for a term of five years starting from 30" May, 2023 and payment of remuneration.

PAST REMUNERATION OF THE DIRECTOR

In Crore FY 20/21 FY 21/22 FY 22/23

Fixed Pay Total Pay Fixed Pay Total Pay Fixed Pay Total Pay

Rajesh Mehta 0.01 0.01 0.01 0.01 0.01 0.01

DIRECTORS' TIME COMMITMENTS

. Directorships Total Committee
Full time role/ . : T
. " In public In listed As ID in listed .
executive position a " " o Chairman
entities entities entities
1

Rajesh Mehta
Suresh Kumar

3 1 1 0 2 0
2 1 1 0 0 0
Note: Committee memberships include Committee chairmanships (includes only Audit Committee and Stakeholders Relationship Committee), Total

Directorships include Directorships in Public as well Private Companies | **2 full-time positions, in case of subsidiary and related business | # If Director
is Non-Executive Director across all listed entities. | * If Director is Executive Director in any listed entity

DIRECTORS’ PERFORMANCE

Last 3 BM Last BM during 2 FYs (Prior to
Attendance Record AGMs - FY2023) AC SRC RM CSRC
AR ER: o AR ER:
100% 100%
H * 0, 0, 0,
Rajesh Mehta 100% (8/8) 100% (23/23) 100% (4/4) (a/a) NA (2/2)
Suresh Kumar NA 100% (2/2) NA NA NA *k NA

*The Company has not disclosed AGM attendance details from last three years. Schedule V Part C to SEBI LODR Regulations requires
Director attendance at last AGM to be disclosed in the Corporate Governance Report forming part of the Annual Report. Hence, the
Company is non-compliant with the said requirement.

**The Annual Report while disclosing the RMC composition as on 315 March, 2023 does not disclose Mr. Suresh Kumar Sarojamma
Linge Gowda to be an RMC Member, however, as per BSE Corporate Governance Report, Mr. Gowda is an RMC member effective from
15t March, 2023. Shareholders may seek clarification in this regard.

NRC Composition: As per the Annual Report for FY 2022-23, the NRC comprises of 3 members which includes Mr. Rajesh Mehta as one
of the members whereas as per BSE Corporate Governance Report and Company Website Disclosures, Mr. Rajesh Mehta is not an NRC

member. The same appears to be a typo error. Shareholders may seek clarification in this regard.

REMUNERATION PACKAGE OF MR. SURESH KUMAR

Component Proposed Remuneration Comments
Proposed Salary: X 1,66,800/- p.a.
Annual increment: Not Disclosed

Basic Pay

. All perquisites/allowances clearly defined: Yes .
Perquisites/ Allowances . ) Cap placed on perquisites/allowances: No
Total perquisites/allowances: Not Disclosed
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Performance criteria disclosed: NA

Variable Pay None Cap placed on variable pay: NA
Performance evaluation based on ESG factors: NA

Notice Period Not Disclosed
Severance Pay Not Disclosed

. . . Within limits prescribed: NA
Minimum Remuneration Not Disclosed

Includes variable pay: NA

SES VIEW ON PROPOSED REMUNERATION OF MR. SURESH KUMAR SAROJAMMA LINGE GOWDA

Proposed remuneration: The proposed remuneration does not comprise of variable pay. The salary proposed is low considering the
size of the Company. SES is unable to understand as to why would a director with two decades’ experience work for a salary of ~X
14,000 monthly. It must be noted that even other NEDs including the IDs are working pro-bono. Shareholders ought to know the
rationale behind these experienced directors working without remuneration for a Company. Shareholders should seek clarification in
this regard.

Discretion to revise the terms of remuneration: The explanatory statement states, “power to the Board of Directors, in exercise of its
discretion, to grant increments and to alter and vary from time to time the terms and conditions of the said appointment, subject to the
same not exceeding the limits specified under Schedule V of the Companies Act, 2013 or any statutory modification(s) or re-enactment
thereof.”

SES Comment: SES is of the view that such discretionary powers for making alterations to the terms approved by shareholders, although
within legally permissible limits, defeat the purpose behind seeking shareholders’ approval. Hence, such statements should be
supported with explanation regarding the nature of alterations that can be made pursuant to such discretionary powers as any material
change cannot be undertaken without shareholders’ approval.

SES is highlighting the issue for the Company’s notice so that future approvals are proposed with clear explanations. SES, for now, is not
raising any concern in this regard, however, henceforth, SES will be taking a suitable policy decision in future.

SES VIEW

#4: The Company is seeking shareholders' approval for re-appointment of Mr. Rajesh Mehta as a Director pursuant to retirement by
rotation. Mr. Rajesh Mehta is also the Board Chairperson.

Auditor & Financial Reporting Concerns: It must be noted that Mr. Rajesh Mehta is also an AC Member. SES has identified concerns
with regard to auditor terms and wrong classification of financial items as discussed under resolution #1. Being an AC Member, Mr.
Rajesh Mehta should ensure rectification of these issues identified. Shareholders may seek clarification in this regard.

Board Chairman’s attendance at AGM: The Company has not disclosed the Directors’ attendance at previous AGMs in the Annual
Report for more than 3 years now. SES, as a policy, recommends against re-appointment of Board Chairperson, if they have missed
more than one out of last 3 AGMs. As per Annual Returns for last 3 financial years ( ), Mr. Rajesh Mehta has attended all the 3 AGMs
prior to AGM 2023. Hence, no major concern is identified in this regard. However, the Company should disclose the attendance details
in the Annual Reports to comply with the SEBI LODR requirements.

No governance concern is identified regarding the profile, time commitments, attendance and past payment of remuneration to Mr.
Rajesh Mehta, however, shareholders may note that:

Executive Chairman: Mr. Rajesh Mehta is the Executive Chairman of the Company.

SES View: Governance Concern - Although, there is no legal bar on the Chairman of the Company from holding Executive
position, however, SES is of the view that as a good governance practice the Company should have separated the position of
chairman from the executive position as holding both the positions of Chairman and Executive Director by the same person
may lead to concentration of powers in the hands of single person.

Rationale: Corporate democracy and management structure envisage three layers, at the top is General Body of shareholders,
which guides and approves proposal of the Board, second in line is the Board, which is directed by General body, AoA and MoA
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and which sets agenda for Management. The Board is headed by Chairman. The Management which is at the bottom of pyramid
is headed by Executive Director(s), who are responsible for day to day management and operational issues. Combining the
position of ED and Chairman blurs the demarcation between Board and Management. Therefore, SES is of the opinion that the
Company should segregate the position of Chairman and Executive Director.

Hence, SES is raising governance concern against the re-appointment of Mr. Rajesh Mehta.

#4: The Company is seeking shareholders’ approval for appointment of Mr. Suresh Kumar Sarojamma Linge Gowda as Executive Director
of the Company for a term of five years starting from 15t March, 2023 and payment of remuneration to him.

#5: The Company is seeking shareholders’ approval for appointment of Mr. Suresh Kumar Sarojamma Linge Gowda as Managing Director
of the Company for a term of five years starting from 30" May, 2023 and payment of remuneration to him.

Shareholders may note the above observations:

Delayed approval of shareholders: Mr. Suresh Kumar Sarojamma Linge Gowda is appointed as Executive Director from 15t March, 2023
and as Managing Director from 30" May, 2023. However, the approval for these appointments is being proposed in the upcoming
AGM, which is to be held on 30" December, 2023. Thus, it will be more than three months post his appointment on the board.

e Legal Provision: Regulation 17(1C) of the SEBI LODR Regulations, 2015 states:

17 (1C). The listed entity shall ensure that approval of shareholders for appointment of a person on the Board of Directors or
as a manager is taken at the next general meeting or within a time period of three months from the date of appointment,
whichever is earlier;

SEBI LODR Regulations requires shareholders’ approval for appointment of a person on the Board to be approved within 3 months of
appointment. Since the approval is not obtained within the said period, hence, both the above appointments are non-compliant with
SEBI LODR Regulations.

Requisite details as required under SS-2 not disclosed: In cases of appointment/re-appointments of a director, SS-2 requires certain
disclosures to be made in the explanatory statement which inter alia includes shareholding in the company, relationship with other
Directors, Manager and other Key Managerial Personnel of the company, the number of Meetings of the Board attended during the
year and other Directorships, Membership/ Chairmanship of Committees of other Boards shall be given in the explanatory statement.
The said details are not disclosed in the explanatory statement. Hence, the Company is non-compliant with the said requirement.

In view of the above non-compliances, SES is raising compliance concern against the proposed appointment under resolution #5 & #6.
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Disclaimer
Sources Company Information

Only publicly available data has been used while making the report. Our data sources include Notice of
Shareholders’ Meeting, BSE, NSE, SEBI, Capitaline, MCA, Moneycontrol, Businessweek, Reuters, Annual
Reports, Sustainability Reports, IPO Documents and Company Website.

Analyst Certification

The Analyst(s) involved in development of this Report certify that no part of the Research Analyst’s
compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the Research Analyst(s) in this Report. The concerned Research Analyst(s) and Director(s)
do not have any pecuniary relationship with the Reported Company, except that they may be holding
miniscule shares in the Company which does not impact their independence in respect of this Report.

SES may be a shareholder in the Company holding equity shares as disclosed on its . The
objective of SES’ investment is solely to obtain Shareholders’ communications from the Company as a
shareholder.

CAUTIONARY STATEMENT

The recommendations made by SES are based on publicly available information and conform to SES's
stated Proxy-Advisory Guidelines. SES opinion is based on SES’s interpretation of law and governance
benchmarks, which may differ from opinion/ benchmarks of other analysts or practitioners. Further,
SES analysis is recommendatory in nature and reflects how SES would have voted if it was a
shareholder. Therefore, SES expects that the clients will evaluate the effect of their vote on their
investments independently and diligently and will vote accordingly. Subscribers may also carry out an
impact analysis of their votes and keep the same as an addendum for their records. In our opinion,
Institutional investors are positioned significantly differently from other shareholders due to their
ability to engage with the board and the management to bring out desired result. As a firm, it is our
endeavour to improve the level of corporate governance while not causing any disruption in company's
proceedings and therefore we respect the independence of investors to choose alternate methods to
achieve similar results.

Disclaimer

While SES has made every effort, and has exercised due skill, care and diligence in compiling this report
based on publicly available information, it neither guarantees its accuracy, completeness or usefulness,
nor assumes any liability whatsoever for any consequence from its use. This report does not have any
approval, express or implied, from any authority, nor is it required to have such approval. The users are
strongly advised to exercise due diligence while using this report.

This report in no manner constitutes an offer, solicitation or advice to buy or sell securities, nor solicits

votes or proxies on behalf of any party. SES, which is a not-for-profit initiative or its staff, has no
financial interest in the companies covered in this report except for what is disclosed on its website.
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Warning

Investment in securities
market are subject to market
risks. Read all the related
documents carefully before

The report is released in India and SES has ensured that it is in accordance with Indian laws. Person investing.
resident outside India shall ensure that laws in their country are not violated while using this report;

SES shall not be responsible for any such violation.

All disputes shall be subject to jurisdiction of High Court of Bombay, Mumbai.

Concern terminology

NC - Compliance Concern: The Company has not met statutory compliance requirements

FC - Fairness Concern: The Company has proposed steps which may lead to undue advantage to a particular

class of shareholders and can have adverse impact on non-controlling shareholders including minority

shareholders

GC - Governance Concern: SES questions the governance practices of the Company. The Company may have

complied with the statutory requirements in letter. However, SES finds governance issues as per its standards.

TC - Disclosures & Transparency Concern: The Company has not made adequate disclosures necessary for

shareholders to make an informed decision. The Company has intentionally or unintentionally kept the

shareholders in dark.
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