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1. [bookmark: _Toc208492094]Preamble:

The RBI Master Direction DOR.FIN.REC.No.45/03.10.119/2023-24, annexure XXIV dated 19th October 2023, provides broad guidance to NBFCs in formulating and governing the compensation of Key Managerial Personnel (KMP) and members of Senior Management (SMP). 

This compensation policy is put in place taking in to account the market practises and regulatory guidelines. 

2. [bookmark: _Toc208492095]Objective of the policy:

The policy seeks to achieve the following objectives.
2.1. [bookmark: _Toc208491503][bookmark: _Toc208491567][bookmark: _Toc208492096]To ensure that the remuneration paid to senior Management is fair and in alignment with the applicable laws and regulations.
2.2. [bookmark: _Toc208491504][bookmark: _Toc208491568][bookmark: _Toc208492097]To decide the level of compensation based on the Company’s business outlook, financial position, growth and trends and practices of remuneration prevailing as per the best practices based on fairness and equity.
2.3. [bookmark: _Toc208491505][bookmark: _Toc208491569][bookmark: _Toc208492098]To reward meritocracy and its linkage to key performance and business drivers.
2.4. [bookmark: _Toc208491506][bookmark: _Toc208491570][bookmark: _Toc208492099][bookmark: _Toc208491511][bookmark: _Toc208491575][bookmark: _Toc208492104]To attract, retain, motivate, and promote talent and to ensure long term retention of talented managerial persons and to create competitive advantage. The same to be reflective of market competitiveness to attract the best talent
2.5. [bookmark: _Toc208491507][bookmark: _Toc208491571][bookmark: _Toc208492100]To ‘Pay for Performance’ i.e., the compensation shall be linked to the performance and to strike the right balance between fixed and variable pay reflecting short- and long-term performance objectives, appropriate to the goals  of the company and in compliance with regulatory guidelines.
2.6. [bookmark: _Toc208491508][bookmark: _Toc208491572][bookmark: _Toc208492101]To ensure compliance and maintain high standards of governance.
2.7. [bookmark: _Toc208491509][bookmark: _Toc208491573][bookmark: _Toc208492102]To align the compensation with the long-term interests of the Company and its shareholders/stakeholders
2.8. [bookmark: _Toc208491510][bookmark: _Toc208491574][bookmark: _Toc208492103]Align individual parameters to the annual business performance of the company.

3. [bookmark: _Toc208492105]Definition of Terms used:  

3.1. Key Managerial Personnel (KMP) are as defined in section2(51) of the Companies Act 2013 and shall include the Chief Executive Officer, the Managing Director, the Company Secretary, Whole Time Director(s), and the chief Financial Officer. Other officers, not more than one level below the Directors who are in whole time employment may also be designated as KMP by the Board.
3.2. Senior Management Personnel (SMP) shall mean employees of the company who are members of its core management team excluding the Board of Directors and shall normally comprise of members of management one level below the CEO/Managing Director, including key functional heads. Any other employee heading a critical function/business may also be included by the NRC from time to time. 
3.3. Nomination, Remuneration and Corporate Governances Committee (“NRC”) shall mean a committee of the Board of Directors of the Company
3.4. “Malus” arrangement shall mean where the Company prevents the vesting of all or part of the amount of a deferred remuneration. Malus is a feature of a remuneration arrangement that reduces the amount of a deferred incentive/ bonus, so that the amount of the payout is less than the amount of the bonus/incentive awarded. Malus arrangement does not reverse a vested right after it has already occurred.
3.5. “Clawback” is a contractual agreement between the employee and the NBFC in which the employee agrees to return previously paid or vested remuneration to the NBFC under certain circumstances.

4. [bookmark: _Toc208492106]Nomination, Remuneration and Corporate Governance Committee (NRC): 
Responsibilities. 

4.1. The NRC, of the Board constituted as per existing regulations shall oversee the framing, review, and implementation of compensation policy of the company.  
4.2. The NRC shall work in close coordination with Risk Management Committee (RMC) of the company to achieve effective alignment between compensation and risk. The process of coordination between the NRC and RMC can be done thru structured/unstructured or case to case basis.
4.3. The NRC shall ensure that compensation levels are supported by the need to retain earnings of the company and maintain adequate capital based on the Internal Capital Adequacy Process (ICAAP).
4.4. The NRC may also ensure ‘fit and proper’ status of proposed/existing directors and that there is no conflict of interest in appointment of directors on Board of the company, KMPs and senior management.
4.5. NRC shall ensure that related RBI Guidelines pertaining to the composition and other conditions applicable as per RBI guidelines are be made appliable while determining the compensation of the KMP and SMP.
4.6. The compensation shall achieve a balance between the attractiveness for the employee concerned on the one hand and profitability and capital adequacy of the Company on the other hand.
4.7. Variable pay will be subjected to an objective performance evaluation vis-a vis the KPI’s set at the beginning of the year and may include personal interaction with the assessee. 

5. [bookmark: _Toc208492107]Compensation Philosophy & Key Principles:

5.1. The company has recently embarked on a significant transformation journey. In striving toward robust growth, and enhancement of shareholder value, it seeks to continue to sustain and improve its standards of overall governance and further strengthen its “performance-oriented culture.  The remuneration policy is designed to incentivize employees toward this end since compensation practises have an important role in our ability to attract, reward, retain and motivate employees toward building top class teams, processes, and long-term profitable growth. Our Compensation practises must be linked with performance of individuals and to that of the company & department that he/she works in. It will strive to ensure fair balance of compensation required to compete effectively in the marketplace, along with fairness to all other stakeholders too.
5.2. The leadership demonstrated during the year and any special contributions that are over & above normal course of duty may also be considered by the NRC as found appropriate.
5.3. The compensation of the KMP & SMP shall be periodically benchmarked with a relevant basket of industry peers/companies, to ensure that it is competitive and with ability to attract top quality talent to the company.
5.4. It shall also consider performance, Band/Level seniority of employees, criticality & impact of the position, external compensation benchmarking of the position, and profile of the employee in the industry.
5.5. The annual KRA of KMP & SMP are part of Risk, Compliance, Financial controls, and internal audit shall have strong performance goals that are independent of business area they oversee. The RMC and Audit Committee of Board shall independently review their performance, which will be considered by the NRC for compensation grants.
5.6. The compensation packages are aligned effectively with prudent risk taking to ensure that compensation is symmetric with risk outcomes, sensitive to the time horizon of the risks, and the mix of cash, equity and other forms of compensation are consistent with risk alignment.

6. [bookmark: _Toc208492108]Compensation Components:

Total remuneration to the KMP and SMP shall have two primary components of: 

6.1.  Fixed pay: This includes monthly fixed components like basic salary, special allowances, HRA, perquisite pay and contributions long term retiral benefits, HRA, special allowances, flexi pay & perquisites that are reimbursable as long as they have monitory ceilings.  

6.2. Variable Performance Pay: This includes Performance pay / Incentives and is linked to performance appraisal of the individual for the year. The variable pay may be in the form of share linked instruments, or a mix of cash and share-linked instruments. 

6.2.1 It shall be ensured that share-linked instruments are in conformity with relevant statutory provisions.
6.2.2  The proportion of variable pay in total compensation shall be commensurate with the role and prudent risk-taking profile of KMPs/senior management. At higher levels of responsibility, the proportion of variable pay needs to be higher. 
6.2.3 The variable pay component is not guaranteed and may be brought down to zero basis performance rating of the Individual/Department/Company. This is to ensure outcomes are commensurate with Risk & Business outcomes.
6.3 Joining bonus may also be considered on a case-to-case basis to facilitate the onboarding of top talent that is required for the better development of the company. It may be noted that such payment will neither be part of fixed or variable pay and will not be reckoned for application of any future increments.
6.4 No guaranteed Performance pay/Bonus: The company shall not have any form Guaranteed bonus (variable pay) for performance. However, in the context of new hiring joining/sign-on bonus may be paid. Such bonus will neither be considered part of fixed pay or variable pay and will not be reckoned for application of any future increments

7 [bookmark: _Toc208492109]Malus and Clawback:

7.2 The NRC shall take necessary steps/actions for applying and enforcing Malus and Clawback provisions on the entire pay/benefits or part thereof at their discretion. This action may entail cancellation of deferred part of cash variable pay, or share linked grants, either fully or to a specific amount, depending on the severity of the breach.
7.3 In case of any serious/extreme level of breach, the NRC may determine that past variable pay/vested payouts, including that of cash & share linked grants, may need to be repaid to the company.
7.4 Malus/clawback can be applied for a period of 4 years after the date of grant.

8 [bookmark: _Toc208492110]Events considered for enforcing Malus & Clawbacks (not exhaustive) 

Actions under Malus & Clawback may be considered in the following situations:

8.2 Fraud, breach of trust, dishonesty, or moral turpitude.
8.3 Disclosure of significant, confidential or price sensitive information outside the company or concealing of critical information.
8.4 Material & wilful breach of the company’s code of conduct, regulatory procedures, internal rules, or laws of the land.
8.5 Wilful & significantly wrong reporting of Financial, Risk or business numbers.
8.6 Non-disclosure of material conflict of interest information.
8.7 Any actions that are wilful or reckless in nature and cause significant/ long term reputation loss to the company.
8.8 May be considered in cases of material deterioration in YOY financial or risk performance due to bad business decisions in previous years that did not keep long term health of the company in mind.
8.9 Any misconduct to theft, misappropriation, corruption, forgery, embezzlement of acts of criminal nature.
8.10 Any other events in the opinion of NRC/Board that has resulted in significant financial and or reputational loss. 
8.11 Circumstances that may trigger Malus or Clawback provisions will be reviewed periodically by the NRC.






9 [bookmark: _Toc208492111]NRC's oversight of situations requiring enforcement of Malus& Clawback 

The NRC while considering the event of breach will take into consideration the following while determining the malus & clawback actions:

9.2 To follow the principles of “Natural Justice”
9.3 Materiality and actions to be commensurate with the severity & impact of the breach.
9.4 To be aware of and be satisfied that they have sufficient facts, information, and reasons to take such actions. 
9.5 May conduct independent investigation by themselves or by appointing other internal/external investigation teams where deemed appropriate.
9.6 To take in consideration factors that were not in the control of the person committing the breach.
9.7 Take into consideration special external events such as macro- economic events, global events, including war, market conditions, industry performance, changes in laws/regulations and natural calamities.

10 [bookmark: _Toc208492112]Deferred Variable Pay

The RBI circular on “Guidelines on Compensation of KMP & Senior management states the following:

Not all the variables pay awarded after performance assessment may be paid immediately. Certain portion of variable pay, as decided by the Board of the company, may be deferred to time horizon of the risks. The portion of deferral arrangement may be made applicable for both cash and non-cash components of the variable pay. Deferral period for such an arrangement may be decided by the Board of the company.

10.2 Taking this into consideration, the company will move to a deferred variable pay policy effective compensation actions for FY’2026 onwards (normally granted the first Qtr of the subsequent financial year)
10.3 Variable pay covered under this policy are both that of cash grants and stock linked grants. Stock linked grants will be as per terms of our approved ESOP scheme and by nature are deferred as they vest over a specified period, starting the 13th month of grant.

10.4 For the variable pay issued in the form of cash grants: the company will sequentially transition to 40% of annual grants being deferred over a three-year period, and as follows:

[image: ]
From FY’27-28, the deferred portion will be 40% on a consistent basis. The NRC, however, may review this prescription if deemed necessary as and when required. 
10.5 Deferred Variable pay will not be applicable to employees whose variable cash pay is below Rs 25 lacs per annum.
10.6 The vesting of deferred variable pay (cash component) will continue to be paid out, as per above schedule, even after separation of the employee from the services of the company, except in the case of malus/clawback imposed under circumstances mentioned in Point no 8 of this document.
10.7 In the event of death or permanent disability, resulting inability to continue service with the company, unvested portion of the variable pay will vest immediately and paid out to the legal heir/employee, except in the case of malus/clawback which is defined in Point no 8 of this document.

11 [bookmark: _Toc208492113]Approval and Amendments

11.2 The Board may, subject to applicable laws, amend any provision(s) or substitute any of the provision(s) with the new provision(s) or replace the policy entirely with a new policy, based on the recommendation(s) of NRC, from time to time.
11.3 Statutory/ regulatory provisions and any amendments thereon, made from time to time shall be binding on the Company and will be complied with even if not specifically incorporated in this Policy

12 [bookmark: _Toc208492114]Limitation
In the event of any conflict between the provisions of this Policy, SEBI Listing Regulations/ the Act, and rules thereunder, RBI Guidelines or any other statutory enactments, the SEBI Listing Regulations /the Act, and rules thereunder, RBI Guidelines or any other statutory enactments shall prevail over this Policy.


The NRC approval date of this policy is 9th September 2025


************************

1	                             	Manappuram Finance Limited
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FY'25-26 75% 25% 8.33% 8.33% 8.33%

FY'26-27 65% 35% 11.66% 11.66% 11.66%

From FY'27-28  60% 40% 13.33% 13.33% 13.33%
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