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1. Short Title and Commencement

a) This policy shall be called NEDFi’'s Corporate Governance Policy (NCGP).
b) This policy shall come into force from the date of approval by the Board of Directors.

2. Rationale

Corporate Governance deals with laws, practices and implicit rules that determine a
Corporation’s ability to take informed managerial decision vis-a-vis its Stakeholders — in
particular, its shareholders, customers, government and employees. The management of
the Corporation always tries to act for the interest of all stakeholders and has adopted
good Corporate Governance practices to benefit the greatest number of Stakeholders.

The Reserve Bank of India ("RBI") has issued the Master Circular- "Non-Banking
Financial Companies - Corporate Governance (Reserve Bank) Directions, 2015" dated
July 1, 2015 vide Notification No. DNBR (PD) CC.No.053/03.10.119/ 2015-16 ("Master
Circular"), as amended from time to time, which applies inter alia to every non-deposit
accepting Non-Banking Financial Company (NBFC) with an asset size of Rs.500 Crore
and above, classified as Systemically Important Non-Deposit taking Non-Banking
Financial Company (NBFC-ND-SI), as per its last audited balance sheet and the Master
Direction- Non-Banking Financial Company - Systemically Important Non-Deposit
taking Company and Deposit taking Company (Reserve Bank) Directions, 2016 ("Master
Direction") dated September 1, 2016 and amended from time to time.

NEDFi is registered with RBI as a non-deposit accepting Non-Banking Financial
Company ("NBFC"). Further, it is classified as Systemically Important Non-Deposit
taking NBFC (NBFC-ND-SI) and the above mentioned Master Circular and Directions
are applicable to it. In terms of the Master Circular and the Master Direction, the
Corporation is required to frame internal guidelines on Corporate Governance with the
approval of the Board of Directors of the Corporation and accordingly the Corporation
has put in place this policy on Corporate Governance ("Corporate Governance Policy").

The Corporation has framed this Corporate Governance Policy with the intent of strictly
following corporate governance in accordance with the regulatory and statutory
guidelines/ directives. NEDFi's Philosophy on Corporate Governance envisages
attainment of the high level of transparency and accountability in the functioning and the
conduct of its business. This includes close interaction with the Shareholders, Employees,
Customers, Government agencies and Regulators with due emphasis on all legal and
regulatory compliances.

The Corporation believes that a good corporate governance system is necessary condition
to ensure its long term success. The Corporation shall ensure good governance through
the implementation of effective policjes rocedures, which is mandated and shall be
regul}rly) reviewed by the Board oy/fhe. itfe

LA

AGE tiges, of the members of the Board.
1S
ol

T3 2 N

=T f-'nh{’ ! %
[ Tnitiated by: ALY " Approved|by: | nzz;lIssigdiby: | Page 4 of 42
| Company Secretary Section | Board of 1?&5@‘&0r§1?mw3}‘ Rjé&’ Vanagement Department { 2

% UUWAHAT',A"S}‘ . \:?
%
‘,:\’
)



> s | Doc No: NEDFi/Policy/NCGP
I ‘ C ¢ IEEDFI S Poli Version No: NCGP 3.0
S orpora e governance ro lcy Revision No.: 2
NEDFi (NCGP) Revision Date: 25.04.2025

3. Objective

The objective of this Policy is to ensure compliance with legal requirements and set
standards for corporate governance so that the Corporation and its employees act in
accordance with the highest standards of Corporate Governance and further so that the
affairs of the Corporation can be conducted with integrity, fairness and transparency. The
Corporation’s philosophy on code of governance is to have adequate control system in
operation and provide information to the Board on a timely basis in a transparent manner
so as to enable the Board to monitor the performance and ensure accountability of the
Management. All the concerned employees of the Corporation are expected to read and
understand this Corporate Governance Policy in order to uphold the standards and to
comply with all applicable policies and procedures in day to day operations and activities
of the Corporation.

4. Governance Structure

a) Board of Directors
b) Committees of the Board
¢) Internal Committees of the Corporation

5. Board of Directors

The Board of Directors along with its constituted Committees shall provide direction and
guidance to the Corporation’s Management. The Management shall act in accordance
with the supervision, control and direction by the Board of Directors of the Corporation.

The Board shall be responsible for overall compliance with the Corporate Governance of
the Corporation and oversees the business affairs. Further, the Board shall have a vital
role to play in the matters relating to policy formulation, implementation and strategic
issues which are crucial for the long term development of the organization.

The Board shall periodically review the compliances of all applicable laws in the
Corporation as well as steps taken to rectify the instances of non-compliance, if any. The
Board is primarily responsible for:
e [Establishing vision, mission & values and determining, reviewing the goals,
policy of the Corporation from time to time.
e Setting strategy and structure and deciding the means to implement and support
them.
e Delegating to management, determining monitoring criteria to be used and
ensuring effectiveness of internal controls.
e Exercising accountability to shareholders and be responsible to relevant
stakeholders.
e Management & Control.

M
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Composition:

The Corporation’s Board shall have an optimum combination of Executive, Non-
Executive and Independent Directors in line with the requirements of the provisions of
the Companies Act, 2013 and Articles of Association of the NEDFi, as amended from
time to time.

Present composition of the Board of Directors of the Corporation consists of 11 (eleven)
Directors, including 1 (one) Whole-time Director, i.e. Chairman and Managing Director
(CMD); 3 (three) nominee Directors from State Bank of India, LIC of India and IDBI
Bank; 1 (one) Representative from the Ministry of DoNER; Chief Secretary of 2 (two)
North Eastern States on rotation for a period of 2 (two) years; 1 (one) Secretary, North
Eastern Council Shillong; 2 (two) Independent Directors and 1 (one) Woman Director.

Quorum and Meeting:
The quorum for meetings of the Corporation shall be as per the requirements of the

Companies Act, 2013 and as prescribed in the Articles of Association of the Corporation.
The Directors shall strive to attend all meetings of the Board and its Committees. The
participation of the Directors by video conferencing or by audio visual means in the
Board shall also be counted for the purpose of quorum subject to the provisions of
Companies Act, 2013. In case a Director is unable to attend specific Board Meeting, he or
she shall obtain leave of absence from the Board.

The Board shall meet at least four times in a year, with a maximum time gap of four
months between any two consecutive meetings.

6. Committees of the Board

For better monitoring and control, the Board shall endeavour to constitute a set of Board
Level Committees with specific terms of reference / scope. The Committees shall operate
as per the guidelines approved by the Board. The Board shall form the following
committees:

Audit Committee of the Board (ACB)

Nomination and Remuneration Committee (NRC)

Risk Management Committee of the Board (RMCB)

Corporate Social Responsibility Committee (CSR)

Sanctioning Committee (SC)

IT Strategy Committee (ITSC)

Hmo0we

The participation of the Directors by video conferencing or by audio visual means in sub-
Committees of the Board shall also be counted for the purpose of quorum subject to the
provisions of Companies Act, 2013.

The minutes of the meetings of all Commltteesx)f the Board shall be placed before the

Boa?u?the subsequent meeting of the B/oard F %\\
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A. Audit Committee

The Corporation shall have in place an Audit Committee of the Board (ACB) constituted
in accordance with the provisions of the Section 177 of the Companies Act, 2013 and the
Rules framed thereunder and applicable provisions of the RBI Directions. The
constitution, powers, functions and duties of the Audit Committee shall be in compliance
with Section 177 of the Companies Act, 2013.

Terms and Conditions of the Audit Committee
a) Composition

e The Audit Committee shall consist of a minimum of three directors with independent
directors forming a majority:

e The Chairperson of the Committee shall be Independent Director.

e Majority of members of Audit Committee including its Chairperson shall be persons
with the ability to read and understand the financial statements.

e The Company Secretary shall be the Convener of the Meeting of the Audit
Committee.

e The Chairperson of the Audit Committee shall attend the Annual General Meetings of
the Company to provide any clarification on matters relating to audit sought by the
shareholders of the company.

e The statutory Auditor, Head of Internal Audit and Chief Financial Officer (CFO) shall
also attend the meeting of the audit Committee, but shall not have the right to vote.

b) Meeting of the Committee

e The Committee shall meet at least three times in a year, and once in six months.

e One meeting of the Committee shall be held before the finalization of the Annual
Accounts of the Company.

e The quorum for the meetings of the Committee shall be of two (2) members or 1/3™
(one-third) of the members of the Audit Committee, whichever is higher.

¢) Power of the Committee

The Committee shall have the following powers:

e To investigate any activity / matter within its terms of reference

e To seek information from any employee.

e To obtain outside legal or other professional advice.

e To secure attendance of outsiders with relevant expertise, if it considers necessary.
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Terms of Reference of the Audit Committee

Oversight of the Company’s financial reporting process and the disclosure of its

financial information to ensure that the financial statement is correct, sufficient and

credible.

Recommending the fixation of audit fee of the Statutory Auditors and also approval

for payment for any other services.

Reviewing with management the annual financial statements before submission to the

Board, focusing primarily on:

* Any changes in accounting policies and practices.

= Major accounting entries based on exercise of judgment by management.

* (Qualifications in draft audit report.

= Significant adjustments arising out of audit.

= The going concern assumption. '

= Compliance with the accounting standard.

=  Compliance with stock exchange and legal requirements concerning financial
statements.

® Any related party transactions i.e., transactions of the company of material nature,
with the promoter or the management, or their subsidiaries or relatives, etc. that
may have potential conflict with the interest of company at large.

Reviewing with the management, external and internal auditors, the adequacy of

internal control systems.

Reviewing the adequacy of internal audit function, including the structure of the

internal audit department, staffing and seniority of the official heading the

department, reporting structure coverage and frequency of internal audit.

Discussions with the internal auditors any significant findings and follow up thereon.

Reviewing the findings of any internal investigations by the internal auditors into

matters where there is suspected fraud or irregularity or a failure of internal control

systems of a material nature and reporting the matter to the Board.

Discussions with external auditors before the audit commences, nature and scope of

audit as well as to have post-audit discussion to ascertain any area of concern.

Reviewing the company’s financial and risk management policies.

Look into the reasons for substantial defaults in the payment to the depositors (if any),

debenture holder, shareholders (in case of non-payment of declared dividend(s) and

creditors.

Review the half-yearly and annual financial statements before submission to the

Board.

Ensure compliance of internal control systems.

Ensure an Information System Audit of the internal systems and processes is

conducted at least once in two years to assess operational risks faced by the

Corporation.
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B. Nomination and Remuneration Committee

The Corporation shall have in place a Nomination and Remuneration Committee (NRC)
constituted in accordance with the provisions of the Section 178 of the Companies Act,
2013 and the Rules framed thereunder and applicable provisions of the RBI Directions.
The powers, functions and duties of the Nomination and Remuneration Committee shall
be in compliance with Section 178 of the Companies Act, 2013.

The Committee shall apart from other things review the appointments and removals of
Directors and senior management, the compensation related matters of the Directors and
senior management, evaluation of Directors performance, etc.

a) Composition of Nomination and Remuneration Committee

e Three or more non-executive directors out of which not less than one half shall be
independent directors.

e The chairperson of the Corporation may be appointed as a member of the Committee
but shall not chair such Committee.

b) Meeting of the Committee:

e The Committee shall meet as and when required by the Board of Directors or as
determined by the Committee itself.

e The quorum for the meetings of the Committee shall comprise of two (2) members or
1/3™ (one-third) of the members of the committee, whichever is higher.

¢) Roles and Responsibilities of Nomination and Remuneration Committee

e To assist Board in ensuring that Board retains an appropriate structure, size, skills to
support the objectives of the Corporation;

e Identifying the person who is qualified to become directors and who may be
appointed in senior management in accordance with the criteria laid down;

e Recommend to the Board their appointment and removal;

e (Carry out evaluation of every director’s performance;

e Ensure ‘fit and proper’ status of the proposed/ existing directors of the Board of
Directors of the Corporation;

e Formulate the criteria for determining qualifications, positive attributes and

~ independence of a director;

e Recommend to the Board, a policy relating to remuneration for the Directors, Key

managerial personnel (KMPs) and other employees.
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C. Risk Management Committee of the Board (RMCB)

The Corporation shall have Risk Management Committee of the Board (RMCB)
comprising of members from the Board of Directors to oversee identification,
formulation, measurement, monitoring, control and review of risk profile of the
Corporation.

RMCB shall ensure that the risks associated with the business/ functioning of the
Company are identified, controlled and mitigated and shall also lay down procedures
regarding managing and mitigating the risks through integrated risk management systems,
strategies and mechanisms.

a) Composition

e The RMCB shall consist of a minimum of three directors. The members of the
Committee will be appointed by the Board of Directors of the Corporation.
e The Committee shall appoint one of its members as the Chairman of the Committee.

b) Meeting of the Committee

e The Committee shall meet as and when required by the Board of Directors or as
determined by the Committee itself. However, the Committee shall meet at least twice
a year.

e The quorum for the meetings of the Committee shall comprise of two (2) members or
one third (1/3") of the members of the committee, whichever is higher.

¢) Roles and Responsibilities of the Committee

The role of the Risk Management Committee, inter-alia, shall include the following:

e Identification, monitoring and measurement of the risk profile of the Company
(including credit risk, market risk, operational risk, compliance risk, etc.);

e Overseeing its integrated risk measurement system;

e Analyse the critical decision for investments and corporate lending;

e Perform such other act, including the acts and functions stipulated by RBI and any
other regulatory authority, as prescribed from time to time.

D. Credit Committee/ Sanctioning Committee

The Corporation shall have various Credit Committees with different delegation of power

to take the Corporation’s credit/ business decisions. The primary responsibility of these

Credit Committees shall be to assess the credit worthiness of the borrower including their

repayment capacity based on the dega{igg"-&gpralsal note prepared by the Credit

Depa ﬁmj;nts and take the credit/ busmes%d’é&gmnsbg\\
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The Corporation shall have a Sanctioning Committee (SC) of the Board comprising of
members from the Board of Directors for sanctioning the credit proposals of loan amount
of more than Rs.1 crore.

a)

E.

Composition:

The Sanctioning Committee shall have minimum four directors, out of which at least
two directors shall be an independent director.

The members of the Committee shall be appointed by the Board of Directors.

The Chairman and Managing Director of the Corporation shall be the Chairman of the
Committee.

Meeting of the Committee:

The Committee shall meet as and when required.
The quorum for the meetings of the Committee shall comprise of two (2) members or
one third (1/3™) of the members of the committee, whichever is higher.

Corporate Social Responsibility (CSR) Committee

The Board shall constitute a Corporate Social Responsibility (CSR) Committee to meet
the requirements of Section 135 of the Companies Act, 2013. The Committee will be
vested with necessary powers, as laid down in its charter to achieve its objectives.

a)

Composition:

The CSR Committee shall have minimum three directors, out of which at least one
director shall be an independent director.

The members of the CSR Committee shall be appointed by the Board of Directors.
The Committee shall appoint one of its members as the Chairman of the Committee.

Meeting of the Committee:

The Committee shall meet as and when required.
The quorum for the meetings of the Committee shall comprise of two (2) members or
one third (1/3™) of the members of the committee, whichever is higher.

Role of the Committee:

Formulating and recommending to the Board, a Corporate Social Responsibility
Policy which shall indicate the activities to be undertaken by the Corporation as

specified in Schedule VII to the Compames @g 20133
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