VOLTAS LIMITED

Criteria for determining qualifications, positive attributes and independence of
Directors and Remuneration Policy of the Company

A. Criteria for determining qualifications, positive attributes and independence of
Directors:

The Nomination and Remuneration Committee (NRC) has formulated the criteria for
determining qualifications, positive attributes and independence of Directors in terms of
provisions of Section 178(3) of the Companies Act, 2013 (the Act) and SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015 (Listing Regulations).

Independence: A Director will be considered as an ‘Independent Director’ if he / she meets
with the criteria for ‘Independent Director’ as laid down in the Act and Listing Regulations.

Qualifications: A transparent Board nomination process is in place that encourages
diversity of thought, experience, knowledge, perspective, age and gender. It is also ensured
that the Board has an appropriate blend of functional and industry expertise. While
recommending the appointment of a Director, the NRC considers the manner in which the
function and domain expertise of the individual will contribute to the overall skill-domain
mix of the Board.

Positive Attributes: In addition to the duties as prescribed under the Act, the Directors on
the Board of the Company are also expected to demonstrate high standards of ethical
behaviour, strong interpersonal and communication skills and soundness of judgement.
Independent Directors are also expected to abide by the ‘Code for Independent Directors’
as outlined in Schedule IV to the Act.

B. Remuneration Policy:

The Company has adopted a Remuneration Policy for the Directors, Key Managerial
Personnel and other employees, pursuant to the provisions of the Act and Listing
Regulations. The philosophy for remuneration of Directors, Key Managerial Personnel and
all other employees of the Company is based on the commitment of fostering a culture of
leadership with trust. The Remuneration Policy of the Company is aligned to this
philosophy.

The NRC has considered the following factors while formulating the Policy:

(i) The level and composition of remuneration is reasonable and sufficient to attract, retain
and motivate Directors of the quality required to run the Company successfully;

(i)  Relationship of remuneration to performance is clear and meets appropriate
performance benchmarks; and



(i) Remuneration to Directors, Key Managerial Personnel and Senior Management

involves a balance between fixed and incentive pay reflecting short and long-term
performance objectives appropriate to the working of the Company and its goals.

The key principles governing the Company’s Remuneration Policy are as follows:

Remuneration for Independent Directors and Non-Independent Non-Executive
Directors

Independent Directors (‘ID”) and Non-Independent Non-Executive Directors (‘NED”)
may be paid sitting fees for attending the Meetings of the Board and of Committees of
which they may be members, and commission within regulatory limits, as
recommended by the NRC and approved by the Board.

Overall remuneration should be reasonable and sufficient to attract, retain and motivate
Directors aligned to the requirements of the Company, taking into consideration the
challenges faced by the Company and its future growth imperatives. Remuneration paid
should be reflective of the size of the Company, complexity of the sector / industry /
Company’s operations and the Company’s capacity to pay the remuneration and be
consistent with recognized best practices.

The aggregate commission payable to all the NEDs and IDs will be recommended by
the NRC to the Board based on Company performance, profits, return to investors,
shareholder value creation and any other significant qualitative parameters as may be
decided by the Board. The NRC will recommend to the Board the quantum of
commission for each Director based upon the outcome of the evaluation process which
is driven by various factors including attendance and time spent in the Board and
Committee Meetings, individual contributions at the meetings and contributions made
by Directors other than in meetings.

The remuneration payable to Directors shall be inclusive of any remuneration payable
for services rendered in any other capacity, unless the services rendered are of a
professional nature and the NRC is of the opinion that the Director possesses requisite
qualification for the practice of the profession.

Remuneration for Managing Director (‘MD’)/Executive Directors (‘ED’)/Key
Managerial Personnel (‘KMP’)/rest of the Employees

The extent of overall remuneration should be sufficient to attract and retain talented and

qualified individuals suitable for every role. Hence remuneration should be market
competitive, driven by the role played by the individual reflective of the size of the
Company, complexity of the sector / industry / Company’s operations and the
Company’s capacity to pay, consistent with recognized best practices and aligned to
any regulatory requirements.

Basic / fixed salary is provided to all employees to ensure that there is a steady income
in line with their skills and experience. In addition, the Company provides employees
with certain perquisites, allowances and benefits to enable a certain level of lifestyle
and to offer scope for savings. The Company also provides all employees with a social
security net subject to limits, by covering medical expenses and hospitalization through



re-imbursements or insurance cover and accidental death and dismemberment through
personal accident insurance. The Company provides retirement benefits as applicable.

In addition to the basic / fixed salary, benefits, perquisites and allowances as provided
above, the Company provides MD / EDs such remuneration by way of incentive
remuneration or commission which is calculated with reference to the net profits of the
Company in a particular financial year, as may be determined by the Board, subject to
the overall ceilings stipulated in Section 197 of the Companies Act, 2013. The specific
amount payable to the MD / EDs would be based on performance as evaluated by the
NRC and approved by the Board.

The Company provides the rest of the employees a performance linked bonus. The
performance linked bonus would be driven by the outcome of the performance appraisal
process and the performance of the Company.



