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REMUNERATION POLICY

Purpose:

This Policy sets out the approach to Compensation of Directors, Key Managerial Personnel
and other employees in Sovereign Diamonds Limited.

The overall compensation philosophy which guides us is that in order to achieve good
performance in markets, we need to attract and retain high performers by compensating them
at levels that are broadly comparable with the median of the comparator basket while
differentiating people on the basis of performance, potential and criticality for achieving
competitive advantage in the business.

1. Remuneration Policy for Executive Directors:

a.

The remuneration paid to the Executive Directors of the Company is approved by the
Board of Directors on the recommendations of the Nomination and Remuneration
Committee.

The remuneration consists of both fixed compensation and variable compensation and
shall be paid as salary, commission, performance bonus, perquisites and fringe
benefits as approved by the Board and within the overall limits specified in the
Shareholders’ resolution. The increase in remuneration is recommended by the
Nomination and Remuneration Committee based on the general industry practice.

2. Remuneration Policy for Non-Executive Directors:

a.

Non-Executive Directors of a Company’s Board of Directors add substantial value to
the Company through their contribution to the Management of the Company. In
addition, they also play an appropriate control role. For best utilizing the Non -
Executive Directors, the Company has constituted certain Committees of the Board.

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.

Within the parameters prescribed by law, the payment of sitting fees and commission
will be recommended by the NRC and approved by the Board.

Overall remuneration (sitting fees and commission) should be reasonable and
sufficient to attract, retain and motivate directors aligned to the requirements of the

Page 2 of 3



\5

Sovereign

Diamonds Ltd. Since 1974

company (taking into consideration the challenges faced by the Company and its
future growth imperatives).

Overall remuneration should be reflective of size of the company, complexity of the
sector/ industry/ Company’s operations and the Company’s capacity to pay the
remuneration.

In addition to the sitting fees and commission, the company may pay to any director
such fair and reasonable expenditure, as may have been incurred by the director while
performing his/her role as a director of the Company. This could include reasonable
expenditure incurred by the director for attending Board/ Board committee meetings,
general meetings, court convened meetings, meetings with shareholders/ creditors/
management, site visits, induction and training (organised by the Company for
directors) and in obtaining professional advice from independent advisors in the
furtherance of his/ her duties as a director.

3. Remuneration Policy for Key Managerial Personnel and other employees:

a.

The Company while deciding the remuneration package of the key managerial
personnel (‘KMP’) and other employees takes into consideration the employment
scenario and remuneration package of the managerial talent of other comparable
industries.

The remuneration to KMPs and other employees comprises of two broad terms —
Fixed Remuneration and Variable remuneration in the form of performance incentive.

Remuneration of KMPs and other employees in the management cadre largely consists
of basic remuneration, perquisites, allowances and performance incentives. The
components of remuneration vary for different employee grades and are governed by
industry patterns, qualifications and experience of the employee, responsibilities
handled his/her individual performance, etc. The annual variable pay of senior
managers is linked to the Company’s performance, the performance of the respective
divisions/functions they are attached to and their individual performance for the
relevant year is measured against specific major performance areas which are closely
aligned to the Company’s objectives.
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