Nomination and Remuneration Policy

Introduction

Sonal Mercantile Limited (“the Company”) has reconstituted a Nomination and Remuneration Committee (“Committee”)
in its Board meeting held on 17t September, 2015 as per the terms and conditions provided in Section 178 of the
Companies Act, 2013 and other applicable provisions. As per the provisions, the Company is required to frame a policy on
nomination and remuneration of Directors, Key Managerial Personnel (KMP), Senior Management and other employees
of the Company.

1. Objective of the Policy
The policy is framed with the objective(s):

a) That based on the Company’s size and financial position and trends and practices on remuneration prevailing in peer
companies in the Industry, the level and composition of remuneration is reasonable and sufficient to attract, retain and
motivate directors and talented managerial personnel of the quality required to run the Company successfully and to
ensure long term sustainability and create competitive advantage.

That the remuneration to Directors, Key Managerial Personnel (KMP) and other employees of the Company 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.

. Constitution of the Nomination and Remuneration Committee

The Board has reconstituted the nomination and remuneration committee of the Board. This is in line with the
requirements under the Companies Act, 2013 (‘the Act’).

The Board has authority to reconstitute this committee from time to time.

3. Functions of the Nomination and Remuneration Committee

The Nomination and Remuneration Committee shall, inter-alia, perform the following functions:

a) Identify persons who are qualified to become Directors and employees who may be appointed in key managerial
position, senior management in accordance with the criteria laid down, recommend to the Board their appointment,
remuneration and removal, including succession planning.

b) Ensure that the Board comprises of a balanced combination of Executive Directors and Non- Executive Directors and
also the Independent Directors, including Board diversity.

c) Devise framework to ensure that Directors are inducted through suitable familiarization process along with criteria for
evaluation of Independent Directors and the Board and to provide for reward(s) linked directly to their effort,
performance.

d) Decide/approve details of fixed components and performance linked incentives along with the performance criteria.

e) Such other functions as may be decided in accordance with the Companies Act, 2013 and the SEBI (Listing Obligations
and Disclosure Requirements) Regulations, 2015 as amended from time to time.

The Chairman of the Nomination and Remuneration committee could be present at the Annual General Meeting, to
answer the shareholders” queries. However, it would be up to the Chairman to decide who should answer the queries.

4. Applicability

This Policy is applicable to:

a) Directors viz. Executive, Non-Executive and Independent
b) Key Managerial Personnel (“KMP”)

¢) Senior Management Personnel

d) Other Employees of the Company




5. Matters relating to the remuneration, perquisites for the Whole-time /Executive / Managing Director Role of
Committee

1. The remuneration/compensation/ profit-linked commission etc. to the Whole-time/Executive/Managing Directors will
be recommended by the Committee and approved by the Board. The remuneration/compensation/ profit-linked
commission etc. shall be in accordance with the percentage/slabs/conditions laid in the Companies Act, 2013 and shall
be subject to the prior / post approval of the shareholders of the Company and Central Government, wherever
required.

2. If in any financial year, the Company has no profits or its profits are inadequate, the Company shall pay remuneration
to its Whole Time Director(s) in accordance with the provisions of Schedule V of the Companies Act, 2013 and if it is
not able to comply with such provisions, then with the prior approval of the Central Government.

3. Increments to the Whole Time Director(s) should be within the slabs approved by the shareholders. Increments will be
effective 1st April in respect of a Whole Time Director as well as in respect of other employees of the Company, unless
otherwise decided.

6. Removal

The Committee may recommend, to the Board with reasons recorded in writing, removal of a Director, KMP or one level
below KMP subject to the provisions of the Companies Act, 2013, and all other applicable Acts, Rules and Regulations, if
any.

7. Retirement

The Director, KMP and one level below the KMP shall retire as per the applicable provisions of the Regulations, Act and
the policy of the Company. Employment of the services of the Director, KMP, Senior Management Personnel as
consultants after their retirement would be at the sole discretion of the Board.

8. Remuneration to Non-Executive / Independent Director

a) Sitting Fees
The Non-Executive Independent Directors of the Company shall be paid sitting fees as per the applicable Regulations.
The quantum of sitting fees will be determined as per the recommendation of the Nomination and Remuneration
Committee and approved by the Board of Directors of the Company.

b) Profit-linked Commission
The profit-linked Commission shall be paid within the monetary limit approved by the shareholders of the Company
subject to the same not exceeding 2% of the net profits of the Company computed as per the applicable provisions of
the Regulations.

c) Stock Options
An Independent Director shall not be entitled to any stock option of the Company.

9. Remuneration to KMP, Senior Management Personnel and Other Employees

The KMP, Senior Management Personnel and other employees of the Company shall be paid monthly remuneration as
per the Company’s HR policies and / or as may approved by the Committee.

The Chief Executive Officer/Whole Time Director of the Company will make organization - wide annual
presentation(s) before the Committee which would have requisite details setting out the proposed performance bonus
payouts for the current financial year as well as the proposed increments for the next financial year. The Committee
shall peruse and approve the same unless required under relevant regulations, to refer the same to the Board of
Directors and/or Shareholders of the Company.

If the remuneration of KMPs or any other officer is to be specifically approved by the Committee and/or the Board of
Directors under any Regulations, then such approval will be accordingly sought. This Remuneration Policy shall apply
to all future/continuing employment/engagement(s) with the Company. In other respects, the Remuneration Policy
shall be of guidance for the Board. Any departure from the policy shall be recorded and reasoned in the Committee
and Board meeting minutes. The Company reserves its right to amend or modify this Policy in whole or in part, at any
time without assigning any reason whatsoever.




10. Policy on Board diversity

The Board of Directors shall have the optimum combination of Directors from the different areas/ fields like production,
Management, Quality assurance, finance, Sales and Marketing, supply Chain, research and development, human
resources, etc. or as may be considered appropriate.

The Board shall have atleast one Board Member who has accounting or related financial management expertise and atleast
three members who are financially literate.




