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KEI Industries Limited

Corporate Governance Rating CGR 3

Rating

A CGR 3 (Three) rating has been assigned 1o the corporate governance practices of
KEI Industries Lid. (KEI. This is on a rating scale of CGR1 to CGR6 where CGR
denotes the highest rating. The rating of CGR 3 implies that, in CARE’s opinien, the
company has adopted corporate governance practices which would provide its
stakeholders average level of comfort on the degree of corporate governance.

The rating reflects KEDs clear and distinetly identifiable ownersiip patiern, well
defined organisational structure with expericnced professionals at the top, delegation
of powers with good clarity and purpose, adequate MIS suitable to the business of the
company, good track record of debt servicing and general compliance with statutory
and vegulatory requivements, The rating also Jactors in the scope for improving the
level of participation of independent directors in formdation of business goals,
policies and siraiegies and improving oversight of the Board,

CARE's Corporate Governance Rating (CGR) is an opinion on the relative standing
of an enlily with regard to adoption of corporate governance practices. It provides
information to stakehalders as to the level of corporate governance practice ol an
entity. CARE’s CGR rating is not a certificate on statutory compliance and is not a

recommendation ta buy or sell securities issued by the entity.

Board Composition and Functioning

KEI's current Board of Direclors consists of § members. Two of the Directors (i.e.,
CMD and ED) are in Exceutive capacily, while six directors are non execulive
including four Independent Directors. The post of Chairman & Managing Director is
combined into one.

All the Directors on the board are well qualified and cminent professionals/
experienced persons. Most of the directors have rich experience in business and have
expertise in their respective fields. Apart from Mr. Anil Gupta, CMD who is the
prometer director there are two other directors from promoter group viz. Mrs.

Archana Gupta and Mr. Sunil Gupta.
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The Board composition complies with the regulatory requirement with regard to the
number of Independent Directors. All the Directors on the board are well qualified
and eminent professionals! experienced persons. Most of the directors have rich
experience in business and have expertise in their respective fields.

Their level of participation in Board meetings and attendance has been satisfactory.
All the four independent directors are on the Board for more than ning years which
may potentially affect their independent functioning and discharging of
responsibilities.

The number of board and board commitiee meetings held during the financial year
meet the statutory requirements. The Board agenda papers were provided in a timely
manner.

The decisions at the Board level are more relating to overall policy making and
review. The decisions relating to project, business plans ete are initiated by CMD. The
contribution from board members especially independent directors is more in the
nature of guidance about industry practices with respect to regulations, accounting
standards etc. However, scope exists for increasing the level of participation of
independent directors in formulation of business goals, policies and strategies and
improving oversight of the Board

The Board processes are satisfactory and deliberations at the Beard meeting are
understood to be generally participative in nature. Board members have access o the
management of the company for seeking clarifications or more information. However,
there is no practice of formal presentation by functional heads of Technical,
Marketing departments. As such the second line of management does not have
adequate exposure io the Board especially to the Independent Directors. While the
CMD frequently visits the plant /production facilities, there is no formal system of
periodic visits by the Board members 1o various facilities.

KEl has three board commitiees namely — Audit committee, Remuneration and
Compensation committee and Shareholder Grievances committee. In addition Share
Allotment Committee has been constituted recently in June 2007. KEI does not have a
Nomination Commiitee.

Audit Committee consists of three independent directors. Mr. Pawan Bhelusaria is a
Chartered Accountant and heads the Committee. He is a senior partner with

P.Bholusaria & Co. and has been in professional service since 29 vears.
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The Audit Committee discusses all issues related to accounts and internal controls.
The number of meetings was is in line with the statutory compliances. All issues
related to accounts and internal controls are discussed in the presence of Eexcutive
Director Finance, Statutory Auditors and Internal auditors, All information pertaining
to business as also the financial performance are provided to Audit Committee (AC)
by way of formal agenda papers along with Board agenda. It may also be noted that
the existing statutory auditors have been with the company since its inception.
Shareholder Grievances committee consists of three independent directors and is
chaired by Mr.Vijay Bhushan, an ex- President of Delhi Stock Exchange. Regular
meetings of the Committee are convened to review the investors’ complaints and
redressal of the same. The Company Secretary is the Compliance Officer.

Although it is not mandatory requirement, KEI has constituted Remuneration and
Compensation Committee to function as Remuneration committee within the meaning
of Clause 49 of Listing Agreement and formulate suitable employees stock option
scheme in terms of SEBI Guidelines and oversee implementation of the same. The
committee consists of three independent directors as members. KEI has constituted
Share Allotment Committee in June 2007 mainly for consideration and allotment of
shares upon conversion of FCCBs, ESOP and any other convertible securities issued
by company. So far no meeting has taken place.

The promoier has routed his investments in KEI through six investment companies.
KEI also has an associale company, namely KEI Internaticnal Limited. (KEI holds
40%) This company had no operations and has continued to exist for some time
without any purpose.

KEI does not have any business transactions with any of the above companics, also
the subsidiary, KEI International, although non operational would require formal
oversight by independent directors to monitor any subsequent developments with the

company.

Ownership structure

KEI's ownership pattern was analysed to understand the shareholding structure of the
company and to determine the holding of promoter, persons acting in coneert if any,
holding through companies controlled by promoters and equitable treatment of

shareholders.
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