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REPORT SNAPSHOT

TABLE 1 - AGENDA ITEMS AND RECOMMENDATIONS

Resolution Leg? : SES o Rationale
Compliance | Concern
Incorrect
Classification of
1 Adoption of Financial Statements (0] v G o ‘Interest Income’

under ‘Revenue
from Operations’

5 Declaration of dividend for the financial year 0 v _ FOR Sl.Jfflf?I(.?nt
2018-19. — liquidity
. . . . Non-Compliant
3 Re-appomt.ment of auditors and fixing their 0 P /G AGAINST with S. 139 of
remuneration. - .
Companies Act
To appoint a director in place of Mr. Prashant No governance
4 : . (6] v - FOR
Mehta, who retires by rotation. — concern
Non-Compliant
. with S. 102 of
5 To approve the appointment ofJo.f,eph T D as 0 % c/G AGAINST  Companies Act,
Non-Independent and Non-executive Director -
Perpetual

Appointment

O - Ordinary Resolution; S - Special Resolution, Rec. - Recommendation
M/tems deserving attention due to governance or contentious issues.

RESEARCH ANALYST: SHRADDHA BANSODE | NAVANEET DESAI | SES/ANALYST CONFLICT DISCLOSURE: NO CONFLICT

# C- Compliance F-Fairness G- Governance T - Disclosures & Transparency

KEY ISSUES & OBSERVATIONS

T The Company’s re-appointment of its statutory auditors for another term of one year (disclosed only in its Annual
Report) is not compliant with law. Furthermore, the Company has also not disclosed the name, term or proposed
fees relating to the proposed re-appointment in the AGM notice. (Read more)

$® Two out of three Independent Directors have been associated with the Company for more than 10 years. SES does
not consider their prolonged association as a good governance practice. (Read more)

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

2

The Independent Directors have not received any remuneration from the Company for past five years and the
Executive Promoter Directors have also received nominal remuneration. The Company has not stated any reasons
for the same. (Read more)

The Company has not disclosed AGM attendance in the Annual Report 2017-18. (Read more)

Mr. Rajesh Mehta is the Executive Chairman of the Company. SES is of the view that, as a good governance practice,
the Chairman must be a Non-Executive Director. (Read more)

The Company has not spent the requisite amount on its CSR activities for the past three years. (Read more)

P P B

The proposed re-appointment of Mr. Joseph’s appointment as Non-Executive Non-Independent Director is not
compliant with Section 102 of the Companies Act. (Read More)

i'*‘ © Stakeholders Empowerment Services | All Rights Reserved 2 | PAGE
'? Back to top | Report Release Date: 22" September, 2019


http://www.rajeshindia.com/

WSES

Stakeholders Empowerment Services

Rajesh Exports Ltd

www.rajeshindia.com

Meeting Type: 25" AGM

Meeting Date: 30" September, 2019

COMPANY BACKGROUND

TABLE 2 - MARKET DATA (As on 18t September, 2019)

Price (X) 675.10 52 week H/L 786.85/544.00 M Cap (X Cr.) 19,932.99 Net Worth* (XCr.) 4,562.76 PE Ratio® 45.07

Source: Capitaline

* Standalone as on 315t March, 2019

# Standalone based on EPS for FY 19

TABLE 3: FINANCIAL INDICATORS (CONSOLIDATED)

(In X Crores) ‘
Operating Revenue

Other Income

PBDT

PAT

OPM (%)

NPM (%)

EPS (X)

Face Value per share (X)

Source: BSE

2019

1,75,763.12
67.54
1,419.99
1,292.13

43.76

| 2018 | 2017
1,87,686.10 2,42,131.98
62.00 47.15
1,409.75 1,367.57
1,265.86 1,243.63
1.04 0.74
0.67 0.51
42.87 42.12
1.00 1.00

TABLE 5: PRINCIPAL BUSINESS ACTIVITY OF THE COMPANY (FY 2018-19)

m Name and Description of main products/services
1

Gold Products

% to total turnover of the Company
100

SHAREHOLDING PATTERN (%) (JUNE)

DISCUSSION (15 July, 2018 to 30™ June, 2019)

Shares at the start of period: 29,52,59,959

Back to top | Report Release Date: 22" September, 2019

21.45 22.50 24.04 25.74
e No new equity shares were issued.
s 23.47 22.02 20.34 e There was no change in the Promoter
shareholding.
e No major change was observed in the
54.03 53.94 53.92 shareholding pattern during the said period.
As per information available on the BSE website,
r T T T the Promoters have not pledged or encumbered
2019 2018 2017 2016 any shares.
Public - Others Public - Institutions M Promoter
Graph 1: Yearly Shareholding Pattern
TABLE 6: MAJOR PUBLIC SHAREHOLDERS (JUN' 19) TABLE 7: MAJOR PROMOTERS (JUN' 19)
Bridge India Fund 9.80% Rajesh Jasvantrai Mehta 29.95%
Life Insurance Corporation of India 6.58% Prashant Jasvantrai Mehta 12.59%
Dhirajlal Jerambhai Dhakan 4.81% Mahesh Jasvantrai Mehta 8.14%
Rohitkumar Pipakia 4.80% Bipin Jasvantrai Mehta 2.43%
Sandeep Dhirjlal Dhakan 4.79%
TABLE 8: PROMOTER SHAREHOLDING VIS-A-VIS THEIR BOARD POSITIONS
% Promoter Directors as per SES, on the Board (Excluding Independent Directors) 66.67%
Ratio of Promoter Directors Compared to Economic interest (66.67%/54.03%) 1.23:1
* © Stakeholders Empowerment Services | All Rights Reserved
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BOARD OF DIRECTORS

TABLE 9 - BOARD PROFILE

Attend Committee
1 .
Classification Mrenure endance |z . ; Membership

R . | forlastyear
(Associ orlastyea

e |Age| M/F | Expertise

c. -ation)

Rajesh Mehta 55 M IND EDP(C)(R) 1!‘EDP(C)(R) 24 8/8 ND 1 1 1 2(0) M M M 1.20*
Prashant Mehta v 56 M IND MDP(R) MDP(R) 24 8/8 ND 2 1 1 0(0) 1.20*
Joseph T D@ % 57 M  ADMN NED NED 0 NA NA 1 1 1 0(0) NA®
Vijaya Lakshmi 70 F OTH ID ID 4 8/8 ND 1 1 1 0(0) M 70.00
Y Venu Madhava Reddy 49 M ADMN ID NID Mg 5/8 ND 1 1 1 2(2) c C C "no.oo
G Shanker Prasad 59 M LGL ID NID Mg 6/8 ND 2 1 1 2(0) M M M 70.00
SR N T i o e
Total of 6 Directors 0 0(0)

Percentage 0% 17% 50% 17% 33% 0% ND 0% 0% 0% 0% (0%)

™ tems deserving attention due to governance or contentious issues.
[1] Figures in bracket indicate total association of the Director with the Company/ Group

[2] Directorship as per MCA website as on 12" September, 2019.

[3] Committee memberships include committee chairmanships (Includes only Audit Committee and Stakeholders Relationship Committee)

@ The Company has appointed Mr. Joseph T D as a Non-Independent Non-Executive Director in this ensuing Annual General
Meeting. Date of Appointment not disclosed in the Notice of Annual General Meeting.

A Independent and Non-Executive directors do not receive any remuneration or sitting fees from the Company.

* The Directors’ remuneration includes consolidated remuneration paid to Mr. Rajesh Mehta, Executive Chairman, and Mr. Prashant
Mehta, Managing Director, amounting to X 2,39,976/- per annum.

Note: Directorships, committee membership and committee chairmanship includes such positions in Rajesh Exports Ltd

Committees: AC - Audit, SRC - Stakeholders Relationship, RM - Risk Management, CSRC - Corporate Social Responsibility, NRC - Nomination and Remuneration.

Directors: C - Chairman, M - Member, P - Promoter, NP — Non-Promoter, ED - Executive, MD - Managing, NED — Non-Executive, ID - Independent, NID - Non-Independent, LID -
Lead Independent, KMP - Key Managerial Personnel, WTD - Whole Time, N — Nominee.

Others: R - Liable to retire by rotation, v"- FOR, % - AGAINST, LD - Listed Directorships, FT - Full Time positions, TD - Total Directorships, PD - Public directorship, ND - Not
Disclosed, NA - Not Applicable, SEBI Listing Regulations — SEBI (Listing Obligations and Disclosures Requirements) Regulations, 2015, M-Male, F-Female,

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

Expertise: IND-Industrialist, ADMN-Administration, LGL-Legal, OTH-Others.

Board Independence: Mr. Y Venu Madhava Reddy & Mr. G Shankar Prasad have been classified as NID by SES as both the
Directors have been associated with the Company since 2001, i.e. more than 10 years.

Rationale: Although, compliant under the law, however, SES as a policy does not consider any director associated
with the Company for more than 10 years to be Independent due to his prolonged association.

Executive Chairman: Mr. Rajesh Mehta is the Executive Chairman of the Company. SEBI Listing Regulations (effective 1st
April, 2020) mandates that Chairperson for top 500 Listed Entities (other than professionally managed entities) shall be a
Non-Executive director.

SES View: Governance Concern- Although, presently there is no legal bar on the Chairman of the Company from
holding Executive position. Good governance measures must not wait for effective date and must be embraced
immediately.

PAGE
Back to top | Report Release Date: 22" September, 2019 |
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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 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, keeping in view the spirit behind the aforesaid amendment, SES is
of the opinion that the Company should segregate the position of Chairman and Executive Director and has
therefore, flagged the position of the director in the above Table. SES is of the opinion, good governance
demands initiating right practices even before the same are translated into law.

Non-Disclosure of AGM Attendance: The Company has not disclosed the attendance of the directors at AGM in the
corporate governance section of its Annual report FY 2018-19.

As per Schedule V of the Listing Regulations, 2015:
C. Corporate Governance Report:
The following disclosures shall be made in the section on the corporate governance of the annual report.
(b) attendance of each director at the meeting of the board of directors and the last annual general meeting;

Since, the Company has not disclosed the attendance of Directors at AGM, hence it is non-compliant with respect to this
provision of the Listing Regulations.

Board’s Remuneration:

The Company has not paid any remuneration to ID’s on the board for the past 5 years. Two of the IDs Mr. V Reddy and
Mr. G S Prasad have been associated with the Company since 2001 but haven’t received a single penny from the
Company. Further, Ms. Vijaya Lakshmi, who became a Director in 2014-15, has also not been paid any sitting fees and
commission. The Company has not disclosed any reason for not giving any remuneration to Independent directors.

Although 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 and a commercial Company with X 442.12 crores of standalone profit in FY 2018-19 & X 1,292.13 Crore of
Consolidated profit, following questions are bound to be raised:

e Why are the IDs not receiving any remuneration?

¢ Is there any other means by which IDs are being paid?

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

¢ Is there any other agreement between the IDs and the promoters of the Company?

SES is of the opinion that the Company should disclose why are they are not paying any remuneration to the IDs given
that their responsibilities have increased after the commencement of the Companies Act, 2013. Shareholders should also
seek clarifications from the NRC Chairman on the remuneration policy of the Company and non-payment of
remuneration to the IDs.

Equally surprising is remuneration of Promoter EDs, who have been drawing a paltry sum of X 1.20 Lakhs for last 12 years
at least. Looking at remuneration practice of all promoter driven companies, this stands wide apart and can be an
antidote of skewed remuneration practice and certainly help in bringing down average promoter salary across listed
space.

SES had raised the same issue last year as well.

[ -

M ¢
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BOARD COMPOSITION

3.5 4
3 .
2.5 4
2 .
1.5 -
14 2
0.5 - 1
0 T T
Liable to Retire Non Retiring ID

Graph 2: Liable to retire by rotation (As per

Law: Section 149 and 152 of the Companies Act 2013

Independent Directors shall not be liable to retire by
rotation, and, unless articles provide for retirement of
all directors at every AGM, at least 2/3rd of office of the
Non-Independent should be liable to
determination by retirement through rotation.

Directors

The Company has appointed Mr. Joseph T D as a Non-
Independent Non-Executive director, but not disclosed
whether he is liable to retire by rotation. As a result,
SES is constrained to consider him as Non-Retiring.

Thus, the Company has 3 Non-Independent Directors
out of which 2 are liable to retire by rotation.

Hence, the Company is compliant with the law.

SES Company

Graph 3: Board Independence Classification

Law: Regulation 17(1)(b) of the SEBI Listing Regulations, 2015

Since the Chairman of the Company is a Promoter Executive

Director

the Company should have at least 50% of

Independent Directors on its Board. As per the Company, the
Board has 50% of Independent Directors. However, as SES
does not consider Mr. Y Venu Madhava Reddy & Mr. G

Shankar Prasad independent as they have been associated
with the Company for more than 10 years, thus, according to
SES, the Board comprises of only 17% Independent Directors.

TABLE 10 - BOARD GOVERNANCE TABLE (AS PER SES)

Criteria Response

IDs with Shareholdings more than X 5 Cr/Pecuniary relationship
Chairman an Independent Director?

Lead Independent Director (LID)?

Ex-executive of the Company/ Promoter Group as ID

All directors elected (by the shareholders)?

Relatives on Board

Separate meeting of Independent Directors

Regulatory Action against the Directors during last FY?
ED and NED above 70/75 years age? Approval status
Regulatory Action against the Company during last FY?
Interlock situation of Directorships in Listed Companies?
Director on the Board of any Competitor company?

0
No
No*

0
Yes

Yesh
Yes*
No
NA
No
No
No

* Separate Meeting of IDs: Met on 1% February,
2019 without the management.

Chairman of the Meeting: Not disclosed

SES Criteria for LID:

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

ID as per SES Criteria & the Company has disclosed:
e  Chairman is an ID Or;
e name of the chairman of ID meeting Or;
e name of the LID.

$SES criteria for LID Met: No

Alnter se relationships of directors: Mr. Rajesh
Mehta and Mr. Prashant Mehta are brothers.

Back to top | Report Release Date: 22" September, 2019
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REMUNERATION ANALYSIS

TABLE 11 - EXECUTIVE DIRECTORS' REMUNERATION ANALYSIS

Ratio for
In X Crore NP
Fixed Pay FY 2018-19
Mr. Prashant Mehta P 0.01 0.01 0.01 0.01 0.01 0.01 1.60
Mr. Rajesh Mehta P 0.01 0.01 0.01 0.01 0.01 0.01 1.60

Note: Fixed pay includes basic pay, perquisites & allowances. Ratio - Ratio of remuneration of Executive Director to Median
remuneration of employees. | P- Promoter, NP- Non-Promoter.

The Promoter Executive Directors of the Company have been paid nominal remuneration for the past three years.

TOTAL EDs REMUNERATION VS PAT (NORMALISED) DISCUSSION

e The profit of the company has grown from FY

2.00
1.81 176 2014-15 to FY 2015-16 and decreased
1.80 : 1.67 168 marginally in FY 2016-17 to 2018-19.
1.60
e However, there has been no change in the
1.40 remuneration of EDP’s during last 5 years.
1.20 .
1.00 e Both EDP have taken nominal and exactly the
1.00 same remuneration for the past five years.
0.80

2014-15 2015-16 2016-17 2017-18 2018-19
Graph 4: Executive Remuneration V/s PAT
e PAT  emmmmmm EDP

TABLE 12- REMUNERATION COMPARISON - DIRECTORS

Executive Non-Executive Total Board

Remuneration (In % crore) 0.02 000 0.02 0.00 0.00 0.00 0.00 0.02

% of Remuneration to Total
Remuneration paid to directors

100.00 0.00 100.00 0.00 0.00 0.00 0.00 100%

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

The Company has not provided any remuneration to Independent directors on the Board and has paid the same

remuneration paid to Executive Promoter Directors for the past few years.

Overall Remuneration of Directors (X in Cr) 2018-19

Ceiling as per Section 198 of the Act 129.21 126.58 124.36
Total EDs Remuneration 0.02 0.02 0.02
Remuneration as % of Ceiling paid 0.02% 0.02% 0.02%

7 | PAGE
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STAKEHOLDERS ENGAGEMENT

MAIJOR DISCLOSURES

Statement on Compliance with applicable Secretarial
Standards

Details of Corporate Social Responsibility
Initiative in Prescribed Format

Extract of the Annual Return as per Form No.
MGT 9

Chart or Matrix of setting out the skills/
expertise/ competence of the board of
directors

Secretarial Audit Report of Indian Unlisted
Material Subsidiary, if any

Comments on qualifications made by
Statutory Auditors/ Secretarial Auditor
Constitution of Risk Management
Committee (If applicable)

Related Party Transactions as per Form No. AOC.2

Policy on remuneration of Directors, KMP and other
employees

Details of establishment of Vigil Mechanism

BRR or Sustainability Report or Integrated Reporting

Constitution of Sexual harassment Committee/ Internal
Complaints Committee

ORMME KR NN
HNNN N NN

Succession Planning * Review and monitoring of Cyber Security

z— Disclosed; D - Not disclosed; - Not applicable
* Succession Planning:

o No Disclosures made by the Company

e  SEBI Listing Regulations requirement: Board must satisfy itself that there are plans for orderly succession at
Board and senior management.

e  Presently, no legal requirement to make such disclosure.

e SES View: As a good governance practice, every Company’s should disclose the same in its Annual Report.

PAST VOTING RESULTS

SES Criteria for dissent: More than 20% Public shareholders voting against reflects significant investors dissent

Past Year Data Observation: The Company received 50.62% and 52.05% of maximum AGAINST vote from Public
shareholders for Resolution No. 1 (Adoption of Accounts) and Resolution no. 4 (To appoint a director in place of Mr.
Rajesh Mehta) respectively, in AGM 2018. [Link]

SES View: Investors have shown significant dissent. The Company should take note of dissent by shareholders and engage

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

to find out what are the reasons for dissent and take steps to reduce chances of such dissent.

TABLE 13- CORPORATE SOCIAL RESPONSIBILITY EXPENDITURE

Particulars (in X Crores) 2018 - 19 2017 - 18 2016 - 17
Average Net Profit for last three years 494.84 442.98 322.07
Prescribed CSR Expenditure (2% of average net profit) 9.90 8.86 6.44
Actual CSR expenditure 0.47 0.69 2.19
Expenditure Performance (Actual/ Prescribed) 4.76% 7.81% 34.00%

The Company has not spent prescribed amount on its CSR activities for past three years. However, the Company has
provided the following reason for the same in its annual report as, “the reasons for the shortfall in CSR expenditure is
primarily that the Company did not get adequate number of eligible projects.”

i‘*‘ © Stakeholders Empowerment Services | All Rights Reserved 8 | PAGE
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In the present case, it appears that the Company has pasted same justification in the Last Year’s Annual Report. The
justification provided by the Company indicates that the Law is followed only in letter, and not in spirit. It appears that
despite the CSR Committee meeting held twice in the financial year, the Committee has not finalised the projects where
the Company intends to utilise the amount.

i‘*‘ © Stakeholders Empowerment Services | All Rights Reserved 9 | PAGE
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RESOLUTION ANALYSIS

RESOLUTION 1: ADOPTION OF FINANCIAL STATEMENTS

To receive, consider and adopt the Financial Statements for the year ended 31st March 2019 as at that
date together with the reports of the Directors and Auditors thereon.

k%

SES RATIONALE

Lack of transparency. 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 the Statutory Auditors: P V Ramana Reddy & Co
Existing Tenure: 2 years.

AUDIT QUALIFICATIONS & KEY AUDIT MATTERS

Audit Qualifications: The Auditors have not made any Qualification in their reports.

Key Audit Matters: Detailed description of the Key Audit Matters is available on Page 49 (w.r.t. standalone financial
statements) & Page 85 (w.r.t. consolidated financial statements) of the Annual Report 2018-19.

ACCOUNTING POLICIES

The Company has stated that the financial Statements have been prepared on accrual basis of accounting except for the
statement of cash flows and comply with the Indian Accounting Standards (Ind AS) notified under the companies (Indian
Accounting Standards) Rules and Companies (Indian Accounting Standards) Amendment Rules, 2016, The companies Act
2013 (to the extent notified and applicable), other relevant provisions of the Act and Guidelines issued by the Security
Exchange Board of India (SEBI).

FINANCIAL INDICATORS (AS PER COMPANY DISCLOSURE)

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

Return on Net Worth 14.62% 17.33% -15.64%

PAT to Sales 0.74% 0.67% 10.45% -
Turnover (Times)/ Fixed Assets 222.21 288.54 -22.99 -
Sales/ Total Assets (Times) 6.09% 7.97%  -23.59% -

Source: Company's Annual Reports

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.

SES Analysis: The Company has disclosed the Key financial ratios on page no. 28 of the Annual Report 2018-19. There
were no significant shifts in the key financial ratios as compared to the immediately previous financial year.
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CONTINGENT LIABILITIES

(All figures in X Crore) Mar' 19 Mar' 18

Total contingent liabilities 4.94 4.94
Net worth of the Company 4,562.76 4,150.23
Contingent liabilities as a percentage of net worth 10.83% 11.91%

Source: Company's Annual Reports

Major portion of contingent liabilities is constituted by Service Tax amounting to X 3.67 cr.

RELATED PARTY TRANSACTIONS

Outstanding (% Crore) | Mar'19 | Mar'18 | _Shift

Loans & Advances 3,381.53 377929 -10.529% ajorly receivable from foreign subsidiaries, viz. REL
,381. ,/79. 0470 Singapore Pte Ltd & Valcambi SA

Source: Company's Annual Reports

STANDALONE VS CONSOLIDATED FINANCIAL STATEMENTS

Standalone @ From Subsidiaries etc. Consolidated
(In X Crore) Mar' Mar' Mar' . . . i '

19 18 17 Mar'19 Mar'18 Mar'17 Mar'18 Mar' 17
Revenue 42,671 33,660 44,948 1,33,092 1,54,026 1,97,184 1,75,763 1,87,686 2,42,132
Net Profit 442 441 461 850 825 782 1,292 1,266 1,244
Total Assets 21,170 19,929 21,199 7,671 3,606 2,932 28,841 23,535 24,131
Net Worth 4,563 4,150 3,742 4,277 3,024 2,143 8,840 7,175 5,884
:\f,/‘:)t Profit Margin 1.04 131  1.03 0.64 0.54 0.40 0.74 0.67 0.51
ROA (%) 2.09 2.21 2.18 11.08 22.87 26.68 4.48 5.38 5.15
RONW (%) 9.69 10.63 12.33 19.87 27.26 36.51 14.62 17.64 21.14

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

CLUBBED RESOLUTION

Shareholders may note that the Company is seeking shareholders’ approval for adoption of standalone financial
statements and consolidated financial statements in the same resolution. SES is of the opinion that these are two
different items and the shareholders should be given the choice/ right to consider these items independent of each other
as two separate Resolutions. SES does not consider bunching of resolution as a good governance practice.

SES VIEW

The Auditors have not made any qualifications with respect to the financial statements for FY 2018-19. However,
shareholders may note the following:

The Company, on a standalone basis, has X 14,467.97 Crore as fixed deposits with the banks. The Company has included
the ‘interest’ received from such deposits under the head of ‘Revenue from Operations’ and further noted as follows:

“includes interest received on fixed deposits & Mutual Funds made for margin purposes for the sake of
procurement of Raw Materials (Buyers Credit)”.

In this regard, the Guidance note issued by ICAl on IND AS (Link) 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:
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e Interest Income
e Dividend Income
e Other non-operating income (net of expenses directly attributable to such income)”

Furthermore, as per the provisions of newly effective Ind AS 115 (Link) which replace Ind AS 18 effective 1% April, 2018
which 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 that 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.

SES is of the view that shareholders must seek clarifications from the Company in this regard. There is no disclosure as to
which banks the FD are kept. Even Auditors have not mentioned a single word on this aspect, although these FDs are
more than 50% of the total assets. They have not certified that they have independently verified these FDs. Post Satyam,
investors are cagey about huge amount of cash on the balance sheet especially when on the liability side the Company
has borrowings. In order to clear any doubt in the minds of investors, the Company would be advised to make a full
disclosure as well as ensure audit process integrity is maintained. This issue was highlighted by SES last year as well.
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RESOLUTION 2: DECLARATION OF DIVIDEND

To confirm the dividend for the financial year 2018-19. FOR

SES RATIONALE

Compliant with law. No Concern identified.

SES ANALYSIS
Dividend and Earnings SES View on proposed Dividend:
18 + 8.43% 8.06% 8.03% [ 9% e Board has recommended a dividend of X 1.00/- per
16 - v ® = - 8% o .
e 14 - - 7% % equity share for FY 2018-19.
§ 13 1 i E:f"g' e The payout on account of the proposed dividend
T ] r (J : X
E g 15.70 e 1ne8 | 4%_2_ would. be amount to approximately X 29.52 Cr.
T 6 - - 3% ¢ excluding taxes.
B 4 - 2% 2 . . .
2 2 110 1.00 1.00 . 148 ® Since the Company is debt free and has sufficient
0 T T 0% liquid assets, no major concern is identified.
2017 2018 2019
Dividend (LHS) EPS (LHS) —@—Payout (RHS)

Graph 5: Dividend Payout and EPS
Note: Dividend Payoutincludes DDT

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

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 is in
technical compliance with the SEBI directive, without in any way helping the investor. The policy states theory and
parameters that are used for deciding payment of dividend without ascribing any value to threshold for payment or non-
payment of dividend. SES understand that idea of market Regulator SEBI behind mandating Dividend Policy disclosure
was to provide a tool in the hand of investor to estimate likely dividend based on available and disclosed financial
performance and to question the management in case policy is not followed. In present form, the investor neither can
estimate dividend nor can question. Any decision of Board will be compliant with the policy. This is one more example of
investors being failed by Board of a Company despite Regulator's best intention.
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RESOLUTION 3: RE-APPOINTMENT OF AUDITORS

To ratify re-appointment of auditors and fix their remuneration AGAINST

SES RATIONALE

Appointment for one year not permitted under the law. Proposed fee also not disclosed.

SES ANALYSIS

DISCLOSURES (AS STATED BY COMPANY IN ANNUAL REPORT 2018-19 ON PAGE NO. 9)

Name of the auditor up for re-appointment Disclosed
Auditors' eligibility for appointment Disclosed
Has Audit Committee reviewed the Independence Disclosed
of the Auditor?

In case of appointment of new Auditors: Status of
outgoing Auditors

Basis of recommendation of appointment Disclosed
Proposed Audit Fee Payable Not Disclosed

Re-appointment post completion of One-year term

AUDITORS' INDEPENDENCE

Auditors Audit Partners
P V Ramana Reddy & Co 2 years P V Ramana Reddy 2 years
Auditor's Network NA

Financial interests in or association with the company: None

AUDITORS' REMUNERATION

Remuneration components Auditors' Remuneration

0.1416

0.15
FY18/19 =
;'(’ 0.1104
010 0092
(V]
&
S0.05
<
FY17/18
0.00
FY 16/17 FY 17/18 FY 18/19
B Audit Fee Audit Related Fee Non Audit Fee

B Audit Audit-Related Non Audit
Graph 6: Remuneration Components

Graph 7: Historical Trends in Auditors' Remuneration

TERM OF APPOINTMENT

The term of the Appointment of Auditor has not been disclosed in the AGM Notice 2019. However, the Company has
disclosed on page no. 9 of the Annual Report 2018-19 as follows:

“M/s P. V. Ramana Reddy & Co., Chartered Accountants, Bangaluru, were appointed as Statutory Auditors
of Company in the 24th AGM up to the conclusion of next Annual General Meeting. The Audit Committee
and the Board of Directors have recommended the proposal to reappoint M/s. P. V. Ramana Reddy & Co.,
Chartered Accountants, Bengaluru, as the Statutory Auditors of Company up to the conclusion of next
Annual General Meeting, and to authorize the Board of Directors and Committees thereof to fix their
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remuneration. The company has received a certificate from the auditor to the effect that the appointment if
made, would be, in accordance with limits specified in the Act and that, they meet the criteria of
independence.”

SES VIEW

The Company is seeking shareholders’ approval for the re-appointment of Statutory Auditors. However, the Company has
neither disclosed the name of the Auditors in the resolution nor their term of appointment in AGM Notice. The mention
of one year term of re-appointment is only made at Pg. 9 of the Annual Report FY 2018-19.

Non-Compliance with Section 139 of the Companies Act, 2013:

In this regard, Section 139 of the Companies Act, 2013 clearly mandates:

“(2) No listed company or a company belonging to such class or classes of companies
, 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:”

Shareholders may note that:

e SES is of the view that Section 139 of the Companies Act, 2013 was notified on 1% April, 2014 and with prospective
application.

e Thus, as per law, a statutory auditor may only be re-appointed for a term of five consecutive years.

e Furthermore, the transition period of three years provided by the proviso to Section 139 (2) of the Companies Act,
2013 has long expired.

e Thus, SES is of the view that there can be no other interpretation to Section 139(2) of the Companies Act, 2013 and a
Company can now only appoint a statutory auditor firm for two terms of five consecutive years.

Non-Compliance with Regulation 35 (6) of SEBI LODR:

Regulation 36 of the SEBI (LODR) Amendment Regulation 2018 provides as under:

(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.”

The amended Regulation has come into force w.e.f. 15t April 2019 and as per the amended Regulation, a Company
seeking shareholders’ approval for appointment or re-appointment of statutory auditor must disclose in the explanatory
statement to the notice:

e proposed remuneration of the auditor,

e any material changes in the fee payable to such auditor from that paid to the outgoing auditor along with
the rationale for such change.

e  Basis for appointment including credentials of the Auditors proposed to be appointed.

In the proposed resolution, the Company is seeking approval of shareholders for the appointment of Statutory Auditors
and remuneration as may be agreed upon by the Board of Directors and the Auditors subject to the approval of the
Members.

However, SES is of the view that non-disclosure of:
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(i) proposed remuneration payable to statutory auditors by the Company and
(ii) any material changes in the fee payable to such auditor from that paid to the outgoing auditor

amounts non-compliance of the said regulation. The Company is non-compliant with Regulation 36 of the SEBI (LODR)
Amendment Regulation 2018 mentioned above.

Thus, SES is raising a concern with respect to the proposed resolution
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RESOLUTION 4: REAPPOINTMENT OF EXECUTIVE DIRECTOR

To appoint a director in place of Mr. Prashant Mehta, who retires by rotation in terms of

Section 152(6) of Companies Act, 2013 and being eligible offers himself for re-appointment. FOR

SES RATIONALE

Compliant with law. No Concern has been Identified.

SES ANALYSIS
DIRECTOR'S PROFILE
. . Committee . .
Current full-time Functional - " . Retirement Director
o Education | positions in the )
position Area by rotation Category
Company
Mr. Managing Gold
Prashant Director — Rajesh Busi 56 B Com RMC(C) Retiring Promoter
Mehta Exports Ltd usiness

Past Experience (As stated by the Company): He has an experience of over 35 years in gold business and is considered a
global authority in all aspects of manufacture of gold products. He has been instrumental in setting up the production
and R&D facilities of the Company and has developed several new processes system and designs which have been
acclaimed by the global jewellery industry.

PAST REMUNERATION OF THE DIRECTOR

In X Crore FY 18/19 FY 17/18 FY 16/17
Fixed Pay Total Pay Fixed Pay Total Pay Fixed Pay Total Pay

Prashant Mehta 0.01 0.01 0.01 0.01 0.01 0.01

DIRECTORS' TIME COMMITMENTS

. Directorships Total Committee
Full time role/ . T
. W In listed As ID in listed .
executive position | Total " Chairman
entities entities
1 2

Mr. Prashant Mehta 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

PROXY ADVISORY REPORT | FOR LIMITED CIRCULATION

# If Director is Non-Executive Director across all listed entities. | * If Director is Executive Director in any listed entity

DIRECTORS’ PERFORMANCE

BM during 2 FYs (Prior to FY 2018-

Attendance Record Last 3 AGMs BM Last year ) RM

SES Benchmark _ At least 50% At least 75% _

Mr. Prashant Mehta ND 100% (8/8) 100% (15/15) 100% (1/1)

The Company has not disclosed AGM attendance details from last three years.
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SES VIEW

The Company is seeking shareholder’s approval to re-appoint Mr. Prashant Mehta as a director liable to retire by
rotation. No major concern has been identified regarding the profile, time commitment and attendance performance of
Mr. Prashant Mehta.
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RESOLUTION 5: APPOINTMENT OF NON-EXECUTIVE DIRECTOR

To approve the appointment of Joseph T D as Non-Independent and Non-executive Director. AGAINST

SES RATIONALE

Non-Compliant with Section 102, Companies Act, 2013. Governance Concern: Appointment for perpetuity.

SES ANALYSIS

DIRECTOR'S PROFILE

Current .
Committee . .
full- . .. . Retirement Director
. Functional Area positions in the .
time by rotation Category

Company

position
Mr. Administration PO.St Graduate L Non-
- 57 in Human None Non-Retiring
Joseph TD and Management Promoter
Excellence

Past Experience (As stated by the Company): He has an experience of over 25 years in administration and
management.

DIRECTORS' TIME COMMITMENTS

Directorships Total Committee

Full time role/ = -
. o In listed As ID in listed
executive position I "
entities entities

w0 [ i | |
0

iti
Mr. Joseph T D 0 1 1 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

# If Director is Non-Executive Director across all listed entities. | * If Director is Executive Director in any listed entity

SES VIEW

The Company is seeking shareholder’s approval for appointment of Mr. Joseph T D as a Non-Independent and Non-
executive Director. The Company has not disclosed the date of appointment of Director and also whether he is retiring or
non-retiring. As a result, SES is constrained to assume that the Director is being appointed as a non-retiring Director.

While no concern has been identified regarding his profile, time commitments or performance of Mr. Joseph T D, his
proposed appointment for a non-disclosed term would result in an appointment for perpetuity.

SES, as policy, does not consider an appointment for perpetuity as a good governance practice and is hence, raising a
governance concern in this regard.

SES is of the view that if the intention of the Company is to appoint him as an NED liable to retire by rotation, the
Company must disclose the same in its Notice.

Furthermore, SES is of the view that the proposed resolution must be brought for shareholders’ approval under Special
business and not ordinary business. Section 102 of the Companies Act, 2013, mandates as follows:

(a) in the case of an annual general meeting, all business to be transacted thereat shall be deemed special,
other than—

(i) the consideration of financial statements and the reports of the Board of Directors and auditors;
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(ii) the declaration of any dividend;

(iii) the appointment of directors in place of those retiring;

(iv) the appointment of, and the fixing of the remuneration of, the auditors; and

(b) in the case of any other meeting, all business shall be deemed to be special:

Since the proposed resolution does not seek Mr. Joseph T D’s appointment in place of any retiring Director, SES is of the
view that the proposed business would fall under special business and not ordinary business and as a result lacks an
explanatory statement for the proposed resolution.

Thus, the proposed resolution is non-compliant with Section 102 of the Companies Act, 2013.
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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, 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 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 what is
disclosed on its website. The report is released in India and SES has ensured that it is in
accordance with Indian laws. Person 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

C - Compliance: The Company has not met statutory compliance requirements

F - Fairness: 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

G - Governance: 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.

T - Disclosures & Transparency: 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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