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1. INTRODUCTION  
 
The Compensation Policy addresses remuneration/compensation of an organization on wide basis and is one of 
the key components of the HR strategy. The main functions of the Compensation Policy are:  
 

x to support the Bank’s strategy by helping to build a competitive, high performance and innovative 
company with an entrepreneurial culture that attracts, retains, motivates and rewards high-performing 
employees;  

x to promote the achievement of strategic objectives within the company’s risk appetite;  
x to promote / support positive outcomes across the economic and social context in which the company 

operates and  
x to promote an ethical culture and responsible corporate citizenship.  

 
2. Definition:  

 
2.1. "Board of Directors" or "Board", in relation to the Bank, means the collective body of the Directors 

of the Bank; 
 
2.2. "Chief Compliance Officer (CCO)" means an officer of the Bank, who has been designated as such by 

the Bank; 
 

2.3. "Chief Financial Officer (CFO)" means a person appointed as the Chief Financial Officer of the Bank; 
 
2.4. “Chief Operating Officer (COO) means an officer of the Bank, who has been designated as such by 

the Bank. 
 

2.5. "Company Secretary (CS)" or "Secretary" means a company secretary as defined in clause (c) of 
sub-section (1) of section 2 of the Company Secretaries Act, 1980 (56 of 1980) who is appointed by the 
Bank to perform the functions of a company secretary under this Act; 

 
2.6. “Competent Authority” under this policy means the Appointing Authority or any person(s) who has 

been delegated by the Board or any Committee of Board or Managing Director & Chief Executive 
Officer (MD & CEO) the powers to exercise any rights under this policy, for any employee(s) or class of 
employees. 

 
2.7. "Director" means a director appointed to the Board of the Bank collectively referred to as “Director”; 

 
2.8. "Employees' Stock Option (ESOP)/ Share-linked Instruments" means the option given to the 

directors, officers or employees of the Bank which gives such directors, officers or employees, the 
benefit or right to purchase, or to subscribe for, the shares of the Bank at a future date at a pre-
determined price as per the duly approved ESOP Policy under the provisions of Companies Act, 2013 
read with SEBI (Share Based Employee Benefits and Sweat Equity) Regulations, 2021 or under any 
other law for the time being in force. 

 
2.9. "Key Managerial Personnel (KMP)", in relation to the Bank, means— 

i. the Managing Director & Chief Executive Officer (MD & CEO); 
ii. the Company Secretary; 

iii. the Whole-Time Director; 
iv. the Chief Financial Officer;  
v. such other officer, not more than one level below the Directors who is in whole-time 

employment, designated as key managerial personnel by the Board; and such other officer as 
may be prescribed by the Board from time to time; 
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2.10. "Managing Director & Chief Executive Officer (MD & CEO)" means a Director who, by virtue of 

the Articles of the Bank or an agreement with the Bank or a resolution passed in its general meeting, or 
by its Board of Directors, is entrusted with substantial powers of the management of the affairs of the 
Bank and includes a Director occupying the position of the Managing Director & Chief Executive 
Officer (MD & CEO), by whatever name called. 
 

2.11. “Material Risk Takers (MRT)” shall mean an employee as detailed in para 7. 
  
2.12. “Nomination and Remuneration Committee (NRC)” means Nomination and Remuneration 

Committee of the Board constituted under the provisions of the Companies Act, 2013, SEBI (Listing 
Obligations and Disclosure Requirement), 2015 and RBI Guidelines, as amended from time to time.  

 
2.13.  “Policy” means the Compensation Policy of Employees including Managing Director & Chief 

Executive Officer, Whole Time Directors & Material Risk Takers of the Bank. 
2.14. "Whole-Time Director (WTD)" includes a Director in the whole-time employment of the Bank; 
 
“words and expressions used and not defined in this policy but defined in any act applicable on the Bank shall 
have the meanings respectively assigned to them in those Acts.” 

 
3. COMPENSATION PHILOSOPHY AND KEY PRINCIPLES  
 
3.1. Compensation Philosophy  
 
The Bank’s compensation philosophy is to recruit, motivate, reward and retain employees who believe in, and 
live by, our culture and values. The Bank endeavors to encourage entrepreneurship by creating a working 
environment that motivates high performance so that all employees can positively contribute to the strategy, 
vision, goals and values of the bank.  
 
The Bank’s philosophy, supported by a robust performance management practice, strives to set our employees’ 
total remuneration package at a competitive level by benchmarking to the market and providing incentives 
geared to agreed performance outcomes, where appropriate.  
 
The Bank believes the long term success of the group is directly linked to the caliber of employees that we 
employ and the working environment that we create. It is, therefore, imperative that we make a concerted 
attempt to align the best interests of our employees with that of our other stakeholders. 
 
3.2. Key Compensation Principles  
The Bank’s Compensation Policy is based fundamentally on the following principles:  
 
3.2.1. The Compensation Policy is aligned to the overall business strategy, objectives and values of the Bank. 
3.2.2. The Compensation Policy contains arrangements for ensuring that the remuneration of “MD & CEO”, 

“Whole Time Directors” & Material Risk Takers is fair and reasonable in the context of overall Bank’s 
remuneration.  

3.2.3. The Compensation policy, procedures and practices are consistent with, and supportive of, effective 
risk management.  

3.2.4. Salaried employees are rewarded on a total rewards basis, which includes fixed and variable pay. 
3.2.5. Adherence to principles of good corporate governance, as depicted in “best practice” and regulatory 

frameworks.  
3.2.6. Regarding the manner of awarding variable incentive payments, distinctions are drawn between 

employees who operate in a risk-taking capacity and those who fulfill fiduciary roles (e.g. heads of 
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control functions). This is to ensure that the independence of employees who act in a fiduciary 
capacity is not unduly compromised and conflicts of interests are minimized. 

3.2.7. Performance evaluation criteria used to assess performance - takes into account - the level of 
achievement, - and also the risks taken in achieving that level of performance, i.e. performance 
measures are risk-adjusted where appropriate.  

3.2.8. Incentives are based on targets that are stretching, verifiable and relevant. Multiple performance 
measures are used to avoid manipulation of results or poor business decisions.  

3.2.9. In recognition that certain activities or projects undertaking by Material Risk Takers including the MD 
& CEO which expose the Bank to risks over an extended period of time, certain variable incentives are 
staggered, to be paid in installments over an appropriate period, thus recognizing the time horizon of 
risk exposure as well as reduced in line with the business achievements.  

3.2.10. Offer flexibility for the customization of remuneration and benefits, i.e. work-life balance and specific 
business needs.  

3.2.11. Make a clear distinction between levels of accountability and pay package. Principles to be taken into 
account for the determination of positioning within pay packages:  

a) The performance of the group, the division and the individual employee. 
b) The employees’ / team’s ability and willingness to support the culture and live the values of 

the company. 
c) The employee’s / team’s level of co-operation/collaboration displayed. 
d) The employee’s commitment to focus on empowerment and development. 
e) The scope of responsibility and level of accountability, as well as the individual’s contribution 

to targets (performance). 
f) Appropriate industry benchmarks (external) and / or comparable internal benchmarks.  

 
4. COMPENSATION POLICY AREAS 
 
4.1. Scope  
The Compensation Policy covers the Bank as a whole with specific criteria for remuneration of Material Risk 
Takers. 
 
4.2. Structure  
 
4.2.1. Overview  
The Bank’s compensation structure, relates to all salaried employees including “MD & CEO”, “Whole Time 
Directors” & MRT.  The structure, comprises of the following elements:  
 

a) guaranteed remuneration package (fixed), and  
b) variable remuneration.  

 
The fixed remuneration is guaranteed and normally paid irrespective of the Bank’s performance, while the 
variable remuneration is not guaranteed, and is associated with individual, group, or divisional performance or 
risk assumed at various levels.  
 
4.2.2. Guaranteed (Fixed) Remuneration/Package  

a) Scope 
The base element of the remuneration that reflects the employee’s role or position in the Bank and is 
payable for doing the expected job, including but not limited to is basic salary, statutory bonus, 
allowances, perquisites, profit in lieu of salary and any other component paid, measured on the cost to 
company basis. 

 
b) Structure 
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Guaranteed remuneration is normally benchmarked against the financial services market and is 
aligned to the expected operational performance. 

 
c) Authority 

The Guaranteed remuneration of the employees is fixed by the Competent Authority and duly 
consented by the prospective employee(s). 

  
d) Permissible Allowances and Perquisites 

 
The employee is paid Allowances and Perquisites as permitted by the Bank keeping in view the job 
profile and market dynamics. The illustrative list of the allowances and perquisites which could be 
payable to the employee(s) are as under: 

 
S. NO. ALLOWANCES/PERQUISITES 

1 House Rent Allowance/Rent Free 
Accommodation 

2 Transport Allowance 
3 Uniform Allowance 
4 Medical Allowance 
5 Children Education Allowance 
6 Welfare Allowance 
7 Grade Allowance 
8 Conveyance Allowance 
9 Additional Travel Allowance 

10 Cash Allowance 
11 Educational Allowance 
12 Employee Referral Allowance 
13 City Compensatory Allowance 
14 Professional Allowance 
15 Loyalty Allowance 
16 Competency Allowance 
17 Relocation Allowance 
18 Leave travel Allowance 
19 Special Allowance 
20 Entertainment Allowance 
21 Car Perk 
22 Concessional loan Perk 

 
e) Payout Frequency 

Guaranteed remuneration is payable on monthly basis. 
 
f) Eligibility 

All employees are eligible for guaranteed remuneration. 
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4.2.3. Variable Remuneration 
a) Scope 

The reward element of the remuneration, focused to create a performance culture in the Bank, is 
payable as a reward to individuals or teams for achieving strong results in terms of pre-determined 
goals.  
 

b) Structure 
The variable Remuneration structure of the employee(s) can be short term or long term depending 
upon the category of the employee(s). 
i) Short Term Variable Remuneration is payable on not greater than yearly frequency and will be 

paid on the basis of performance based scorecard or individual employee rating, where the 
performance targets are set in terms of threshold, target and out performance levels. 

ii) Long Term Variable Remuneration is payable on more than annual frequency which will be 
paid on the basis of longevity and long-term performance of the employee. Presently, Bank 
will be paying long term variable remuneration in the form of ESOPs only (including Cash 
Linked Stock Appreciation Rights (CSARs)). 

 
c) Authority 

i) The Short Term Variable Remuneration of the employee is determined and paid on the basis 
of achievement of business targets and/or individual performance rating in terms of laid down 
guidelines. The guidelines for the variable remuneration shall be approved as per the matrix 
below: 

 
S. 
No. 

Level Recommended By Approved By 

1 Employees other than MRT 
and KMP 
 

Head of HR 
Department 

Chief Operating 
Officer/ MD & CEO 

2 MRT, not being KMP and 
Chief Operating Officer  

Chief Operating 
Officer 

MD & CEO 

3 KMP and Chief Operating 
Officer, not being MD & 
CEO/WTD 

MD & CEO Nomination and 
Remuneration 
Committee 

4 MD & CEO/ WTD Nomination and 
Remuneration 
Committee 

Board of Directors 
and Shareholders 

 Note: Recommending Authority and Sanctioning Authority shall be different persons.   
 

ii) Long Term Variable Remuneration of the employee will be payable on the basis of ESOP 
Policy of the Bank approved from time to time. 

 
d) Payout Frequency 

i) Short term variable remuneration will be paid as per the authority defined in point 4.2.3 (c) above 
on either half yearly or yearly basis. However, for the direct sales team, the short term variable 
remuneration may be paid on more frequent intervals but not earlier than monthly intervals. 

ii) Long term variable remuneration will be payable in terms of the ESOP Policy approved from time 
to time. 

 
e) Eligibility 
 All employees are eligible for variable remuneration. 
 

4.2.4. Appropriate Remuneration Mix  
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a) The remuneration mix reflects the relative proportion of total guaranteed pay versus variable pay. 
There needs to be a balance between fixed and variable pay. 

b) The objective is to achieve a balanced mix appropriate for the job, level and performance, recognizing 
the need for flexible package design to acknowledge different business requirements and the market 
dynamics. 

c) The endeavor of the Policy is to ensure that there is a proper balance between the fixed pay and 
variable pay. However, the variable pay shall not exceed 50% of the fixed pay in a year, except in the 
case of MD & CEO, WTD and MRTs. 

d) Within this ceiling, at higher level of responsibilities, the proportion of the variable pay will be higher. 
e) The variable pay shall be considered to be substantial if the variable pay as a percentage to the fixed 

pay exceeds the ceiling as enumerated below: 
 

S. No.  Level Variable Pay as 
%age to Fixed Pay 

1 Employees other than MRT and KMP 35.00% 
2 KMP other than MRT 37.50% 
3 Material Risk Takers  50% 

 
f) The variable pay shall be in cash or stock linked instruments or mix of both. The ESOP will be 

excluded from the component of variable pay for the calculation of the above ceiling except for MD & 
CEO, WTD and MRT. 

g) Where the variable pay constitutes a substantial portion of the fixed pay, then 40% of the variable pay 
will be deferred over a period of 3 years. Compensation payable under the deferral arrangement will 
rest on pro rata basis. However, variable payout for MD & CEO, WTD and MRT will be governed by 
para 6.1.1 and 6.2.2 respectively of the Policy. 

 
4.2.5. Compensation Review  

a) The Compensation will be reviewed on annual basis. However, the competent authority may review 
the compensation on shorter intervals to facilitate role change, confirmation event, talent scarcity or to 
retain talent. 

b) The compensation will be reviewed keeping in view various internal and external factors, such as CPI, 
affordability, budgets, market movements/ trends, competitor remuneration, scarcity of skills, etc. 

c) The final review authority will be as under: 
 
S. 
No. 

Level Recommended By Approved By 

1 Employees other than MRT 
 

Head of HR 
Department 

Chief Operating 
Officer/ MD & CEO 

2 MRT, not being KMP and 
Chief Operating Officer  

Chief Operating 
Officer 

MD & CEO 

3 KMP and Chief Operating 
Officer, not being MD & CEO 
/WTD 

MD & CEO Nomination and 
Remuneration 
Committee 

4 MD & CEO/ WTD Nomination and 
Remuneration 
Committee 

Board of Directors 
and Shareholders 

 Note: Recommending Authority and Sanctioning Authority shall be different persons.  
  
4.2.6. Compensation Governance 
 
The aim of remuneration governance in the Bank is to provide an integrated approach to corporate governance 
through the consistent application of fundamental principles of sound remuneration practice and policies.  
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The Bank has a centralized remuneration function that ensures the consistent application of the Compensation 
Policy across all operating entities. The role of the Nomination & Remuneration Committee (in addition to that 
defined in its terms of reference) is broadly ensure that there is a Compensation Policy put in place and to 
oversee the setting and administration of Compensation Policy at all levels. The Nomination & Remuneration 
Committee is also responsible to constantly monitor implementation of the Compensation Policy and review 
suitability of the Compensation Policy, thereby determining whether or not the stated objectives are being 
achieved. 
 
5. Nomination and Remuneration Committee 
 
5.1. Constitution of the Committee 
The Board of directors of the Bank shall constitute a Nomination and Remuneration Committee (NRC) of the 
Board. The NRC should have three or more non-executive directors, out of which not less than one-half should 
be independent directors and should include at least one member from Risk Management Committee of the 
Board (RMCB). All members of the NRC should be non-executive directors.  
However, in case of having outstanding superior rights equity shares, two third of the Nomination and 
Remuneration Committee shall comprise of independent directors. 
 
Further, the meetings of the NRC shall be chaired by an independent director. The Chairperson of the Bank 
may be appointed as a member of the NRC but shall not chair the Committee. 
 
5.2. Duties of the Committee 
i. To work in coordination with Risk Management Committee of the Bank in order to achieve the effective 

alignment between remuneration and risks 
ii. To monitor and review on annual basis: 

a) The overall salary payout of the Bank including deferred benefit plans, and to ensure that the 
cost/income ratio of the Bank supports the remuneration package consistent with maintenance of 
sound capital adequacy ratio. 

b) To review the salary of MD & CEO, WTD/KMP annually and ensure it is in line with the Policy 
guidelines all the time. 

iii. To identify persons who are qualified to become Directors and who may be appointed in senior 
management in accordance with the criteria laid down and recommend to the Board their appointment 
and removal.   

iv. NRC shall develop the criteria and manner for effective evaluation of performance of Board, Board 
committees and individual Directors including independent directors, and review its implementation and 
compliance. 

v. To formulate the criteria for determining qualifications, positive attributes and independence of 
Director and recommend to the Board a policy, relating to the remuneration of the directors, key 
managerial personnel, Material Risk Takers and other employees. The status of implementation of the 
policy shall also be reported on an annual basis to the Board 

vi. To devise a policy on diversity of Board of Directors. 
vii. To identify whether to extend or continue the term of appointment of the independent director, on the 

basis of the report of performance evaluation of independent directors. 
viii. To determinate compensation levels payable to the Material Risk Takers & Key Managerial Personnel 

(as deemed necessary), which shall be market-related, usually consisting of a fixed and variable 
component and recommend to the Board, all remuneration, in whatever form, payable to senior 
management in terms of this Policy of the Bank; 
 

ix. To perform such functions as are required to be performed by the Committee under the Securities and 
Exchange Board of India (Share Based Employee Benefits and Sweat Equity) Regulations, 2021, as 
amended; 
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x. The Chairperson of the Committee may be present at the annual general meeting, to answer the 

shareholders' queries; however, it shall be up to the chairperson to decide who shall answer the queries. 
xi. Framing suitable policies and systems to ensure that there is no violation, by an employee of any 

applicable laws in India or overseas, including: 
a. the Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015, as 

amended; or 
b. the Securities and Exchange Board of India (Prohibition of Fraudulent and Unfair Trade Practices 

relating to the Securities Market) Regulations, 2003, as amended; and 
xii. Perform such other activities as may be delegated by the Board and/or specified/provided under the 

Companies Act, the Listing Regulations or by any other regulatory authority 
 
5.3. Meetings of the Nomination and Remuneration Committee 
  

Frequency As and when required, Minimum once a year 
Quorum Three members or one third of the members of 

the committee, whichever is greater, (at least 
half of the members attending the meeting shall 
be independent directors, of which one shall be 
a member of the RMCB).   

 
6. Compensation Guidelines with special reference to “MD & CEO”, “WTD” and MRT 
 
In order to ensure effective alignment of compensation with prudent risk taking read with the guidelines issued 
by Reserve bank of India, the overall compensation of the “MD & CEO”, “Whole Time Directors” and 
Material Risk Takers shall be fixed keeping in view the following factors: 
 

a)  to be adjusted for all types of risk,  
b)  be outcomes are symmetric with risk outcomes, and  
c)  payouts are sensitive to the time horizon of the risk.  
d)  mix of cash, equity and other forms of compensation, consistent with risk alignment.  

 
The Bank shall use a wide variety of measures of credit, market liquidity and various other risks for 
implementation of risk adjustment. The risk adjustment methods should preferably have both quantitative and 
qualitative elements. 
  
6.1. Compensation structure for the “MD & CEO” and “WTD” 
The remuneration of “MD & CEO” and “WTD” should be approved from the Reserve Bank of India as per the 
requirement of Banking Regulation Act, 1949. Further the same should also be approved from the shareholders 
of the Bank in the general meeting as per the requirements of The Companies Act, 2013.  
 
Provided that the remuneration of MD & CEO and WTD should be within the limits provided in The 
Companies Act, 2013 as amended from time to time. 
 
6.1.1. Fixed Pay 
The fixed pay of the MD & CEO and Whole Time Directors will be recommended by NRC and approved by 
the Board of Directors. While framing the fixed pay the guidelines outlined in the Policy should be considered. 
The Bank shall ensure that the fixed portion of compensation is reasonable, taking into account all relevant 
factors including adherence to statutory requirements and industry practice. All the fixed items of 
compensation, including the perquisites, will be treated as part of fixed pay. It may be noted that all perquisites 
that are reimbursable should also be included in the fixed pay so long as there are monetary ceilings on these 
reimbursements. Contributions towards superannuation/retiral benefits will be treated as part of fixed pay. 



10 

 
6.1.1.1 Permissible Allowances and Perquisites 
The WTDs, Managing Director & Chief Executive Officer (MD & CEO) will be paid Allowances and 
Perquisites as approved by the respective authority, out of the below mentioned Allowances/Perquisites: 

 
S.NO. Allowances/Perquisites 
1 House Rent Allowance/Rent Free Accommodation 
2 Medical Allowance/Benefit 
3 Professional Allowance 
4 Leave Travel Allowance 
5 Special Allowance 
6 Car Perk 
7 Concessional loan Perk 

 
6.1.2. Variable Pay 
 
6.1.2.1. Composition of Variable Pay:  
The variable pay can be in the form of Share-linked Instruments (including Cash Linked Stock Appreciation 
Rights (CSARs)), or a mix of cash and Share-linked Instruments. There should be proper balance between the 
cash and Share-linked components in the variable pay. Only in cases where the compensation by way of Share-
linked Instruments is not permitted by law/regulations, the entire variable pay can be in cash.  
 
As per the extant provisions of The Companies Act 2013, MD & CEO or WTD’s from the promoter group are 
not eligible for the ESOPs. MD & CEO of the Bank, presently is part of the promoter groups, hence, not 
eligible for Share-linked Instruments as such whole of the variable pay will be paid in cash to MD & CEO. 
 
Further, as per SEBI (Listing Obligations and Disclosure Requirement), 2015 the fees or compensation 
payable to executive directors who are promoter or member of promoter group, shall be subject to approval of 
the shareholders by passing special resolution in the general meeting if-    

i. The annual remuneration payable to such executive director exceeds Rs.5 crore or 2,5% of the net 
profits of the listed entity, whichever is higher; or  

ii. Where there is more than one such director, the aggregate annual remuneration to such directors 
exceeds 5% of net profit (calculated as per s.198 of Companies Act, 2013 of the listed entity.   
 
Provided that the approval of the shareholders under this provision shall be valid only till the 
expiry of the term of such director. 
 

 
6.1.2.2. Limit on Variable Pay:  

i. It should be ensured that there is a proper balance between fixed pay and variable pay. A substantial 
proportion of compensation i.e., at least 100% but not more than 200% should be variable and paid on 
the basis of achievement of overall business targets, profit targets in terms of guidelines as detailed 
below in para number 6.1.2.3. 

ii. In case variable pay is up to 200% of the fixed pay, 50% of the variable pay; and in case variable pay 
is above 200%, 67% of the variable pay should be via non-cash instruments. However, in the event 
that an executive is barred by statute or regulation from grant of Share-linked Instruments, his/her 
variable pay will be capped at 150% of the fixed pay, but shall not be less than 50% of the fixed pay.  
As per the extant provisions of The Companies Act 2013, MD & CEO or WTD’s from the promoter 
group are not eligible for the ESOPs. MD & CEO of the Bank presently is from the promoter groups 
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such not eligible for Share-linked Instruments as such whole of the variable pay in cash to MD & 
CEO. 

iii. Within the said range the NRC will decide the variable pay percentage for the year keeping in the view 
the various factor including but not limited to present and prospective capital position, present and 
budgeted Profit After Tax (PAT) numbers, market dynamics and risk position of the Bank.   

iv. The deterioration in the financial performance of the Bank should generally lead to a contraction in the 
total amount of variable compensation, which can even be reduced to zero as detailed in para 6.1.2.3 
and 6.1.2.4.  

 
6.1.2.3. Variable Pay Matrix 

i. The Variable Remuneration should be linked with the Business and Profitability Targets (as approved 
by the Board), as per the chart below: 

 

Business Growth Target 
Achievement (in %age)  

Payout in %age of 
Variable 

Profitability achievement % 
75 to 

less than 
85 

85 to 
less than 

92.50 

92.50 to 
less than 

100 
100 and 
above 

50% 60% 90% 100% 

70 to less than 80 50% 50% 55% 70% 75% 
80 to less than 90 60% 55% 60% 75% 80% 

90 to less than 100 90% 70% 75% 90% 95% 
100 and above 100% 75% 80% 95% 100% 

 
Notes: 
1. Business Growth will be calculated on the basis of the submission of average deposit growth and 

advances disbursement, targeted for the year vs. actual outcome. 
 

2. Profitability achievement will be calculated on the basis of profit after tax, targeted for the year 
vs. actual outcome. 

 
3. In the event profitability achievement is less than 75% and/or Business Growth Target 

Achievement is less than 70%, Variable pay can be paid max to the extend of 25% by the NRC 
basis the overall assessment.  

 
ii. In the event the CAR is falling below the regularity CAR, Variable pay will be deferred till the time 

the CAR comes above the regulatory norms. 
 

iii. In the event the Gross NPAs exceeds 10% of the Advances, the variable pay will not be paid.  
 

6.1.2.4. Variable Pay Cut 
The variable pay should be reduced on happening of any of the following event with the corresponding 
percentage mentioned therein: 
 
1. Credit Risk 

 
S. No. SMA 2 and Above (deviation from Budgeted Line) %age cut 
1 2% to less than 4% of the Gross Advances at the end of the year 10% 
2 More than 4% of the Gross Advances at the end of the year 20% 
 
2. Market Risk 
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S. No. Particulars %age cut 
1 LCR breaches regulatory ceiling 10% 
2 Duration Gap Analysis – %age change in MVE with Δi of 2% of 

more than 20% 
15% 

 
3. Solvency Risk 
 
S. No. Particulars %age cut 
1 Leverage Ratio of less than regulatory requirement plus 0.50% 

safety cushion i.e. less than 5% 
10% 

2 Capital Adequacy ratio of less than regulatory requirement plus 
2% safety cushion i.e. less than 17% 

10% 

 
6.1.2.5.  Deferral of Variable Pay: 

i. For MD & CEO and WTD, deferral arrangements must invariably exist for the variable pay, 
regardless of the quantum of pay. For such executives of the Bank, a minimum of 60% of the 
total variable pay must invariably be under deferral arrangements. Further, if cash component is 
part of variable pay, at least 50% of the cash bonus should also be deferred.  

ii. However, in cases where the cash component of variable pay is under Rs.25 lacs, deferral 
requirements would not be necessary. 
  

iii. Period of Deferral Arrangement:  
  The deferral period will be three years. This would be applicable to both the cash and non-cash 
components of the variable pay. 

 
iv. Vesting:  

Deferred remuneration should be spread out over the course of the deferral period. The first such 
vesting should be after one year from the commencement of the deferral period. The vesting 
should be no faster than on a pro rata basis. Additionally, vesting should not take place more 
frequently than on a yearly basis to ensure a proper assessment of risks before the application of 
ex post adjustments.  

v. In case of separation with a cause (in terms of Employee Separation Policy of the Bank), the unvested 
portion of variable pay will not be vested and dealt with in accordance with Malus Clause. In normal 
separation, unvested portion of variable pay will be paid on respective due date. However, under no 
circumstances deferred variable pay will be paid as of severance pay. 
 

6.1.2.6. Share-linked Instruments:  
Such instruments shall be included as a component of variable pay. Norms for grant of Share-linked 
Instruments should be in conformity with relevant statutory provisions and in terms of the guidelines 
detailed in para 8 of the Policy. The details of Share-linked Instruments granted should also be 
disclosed in terms of the disclosure requirements. 

 
6.1.2.7. Malus / Clawback 

i. The term “malus” refers to the downward adjustment of incentive awards before they become 
payable – or before they vest or become exercisable in the case of share linked instruments. In 
contrast, “clawback” means that participants are required to pay back all or some of an amount they 
have already received, for example the shares transferred on vesting of an LTIP award. 

ii. Malus Triggers  
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The guidelines are designed to be preventative rather than a purely remedial or punitive measure given it 
removes the incentive for executives to consider deliberately misstating company earnings to inflate 
variable pay.  

In keeping with the emerging best practice in corporate governance, the Board may take action on 
recommendation of the NRC to adjust (malus) unvested ‘at risk’ all or part of the unvested variable pay 
where, in the event of an enquiry determining: 

a. there is reasonable evidence that an executive MRT has materially contributed to, or been materially 
responsible for, the need for the restatement of financial results for reasons including:  

x Personally acting fraudulently or dishonestly or in a manner that adversely affects the 
Company’s reputation or which is characterised as gross misconduct; 

x Directing an employee, contractor or advisor to act fraudulently, dishonestly or to undertake 
other misconduct;  

x This Policy does not apply in the case of a restatement of financial results caused by a change 
in applicable accounting standards or interpretations 

b. awards have been based on material misstatements of the business’s financial results or information 
arises which would have caused benefits to lapse or would have resulted in the Board/NRC exercising 
their discretion differently had the information been known at the time; 

c. employee breaching their material obligations to Bank through error, omission or negligence, errors of 
judgment shall not be constructed to be breached under this note; 

d. the business has suffered a material financial loss as a result of actions or circumstances attributable 
directly to an employee or which could have been avoided by the reasonable actions an employee. 

e. In the event of a reasonable evidence of deterioration in financial performance in form of drop in the 
Profit After Tax (PAT) from one financial year to the next by 35% or more, the NRC may evaluate the 
conditions, industry performance and others. The Committee may decide to apply Malus on none, part 
or all of the unvested deferred variable compensation based on the outcome of the evaluation.  

f. Wherever the assessed divergence in Bank’s provisioning for NPAs or asset classification exceeds the 
prescribed threshold for public disclosure. The Bank will not pay the unvested portion of the variable 
compensation for the assessment year. Further, in such situations, no proposal for increasing the 
variable pay (for the assessment year) shall be entertained. 
 

iii. The terms of a malus should be clearly specified in the formal letters of award. Employees should be 
required to confirm in writing that they are aware of and accept the terms of the awards, including that 
they agree to the business invoking malus or clawback where a trigger event has occurred. 

iv. The Policy applies to unvested all or part of the variable pay awards covering deferral and retention 
period.  

v. In view of the present size and upper cap on the variable pay to 75% and salary scale, clawback 
arrangement is not proposed.  

6.1.3. Guaranteed bonus 

The Bank has decided not to allow the guaranteed bonus except bonus payable under the Payment of Bonus 
Act. Further, the joining/signing bonus is permissible in the context of hiring of MD & CEO and WTD in the 
form of ESOPs only and be limited to the first year. Further, the Bank will not grant severance pay other than 
accrued benefits (gratuity, retiral benefits, etc.), except in case where it is mandatory by any Statute. 
 
6.1.4. Hedging  
The Bank does not permit the employee(s) to insure or hedge their compensation structure to offset the risk 
alignment effects embedded in their compensation arrangement.   
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6.2. Compensation Guidelines for “MRT” (Other than “MD & CEO” and “WTD”) 
The remuneration of MRT (other than “MD & CEO” and “WTD” should be approved by the designated 
authority (as per the Policy, refer para 4.2.3). The compensation structure of MRT shall be as under: 
 
6.2.1. Fixed Pay 
While framing the fixed pay for MRT, the guidelines outlined in the Policy should be considered. The Bank 
shall ensure that the fixed portion of compensation is reasonable, taking into account all relevant factors 
including adherence to statutory requirements and industry practice. All the fixed items of compensation, 
including the perquisites, will be treated as part of fixed pay. It may be noted that all perquisites that are 
reimbursable should also be included in the fixed pay so long as there are monetary ceilings on these 
reimbursements. Contributions towards superannuation/retiral benefits will be treated as part of fixed pay. 
 
6.2.1.1. Permissible Allowances and Perquisites 
The Material Risk Takers will be paid Allowances and Perquisites as approved by the respective authority, out 
of the below mentioned Allowances/Perquisites: 

 
S.NO. Allowances/Perquisites 
1 House Rent Allowance/Rent Free Accommodation 
2 Medical Allowance/Benefit 
3 Professional Allowance 
4 Leave Travel Allowance 
5 Special Allowance 
6 Car Perk 
7 Concessional loan Perk 

 
6.2.2. Variable Pay 
 
6.2.2.1. Composition of Variable Pay:  
The variable pay can be in the form of Share-linked Instruments (including Cash Linked Stock Appreciation 
Rights (CSARs)), or a mix of cash and Share-linked Instruments. There should be proper balance between the 
cash and Share-linked components in the variable pay. Only in cases where the compensation by way of Share-
linked Instruments is not permitted by law/regulations, the entire variable pay can be in cash. 
 
6.2.2.2. Limit on Variable Pay:  

i. It should be ensuring that there is a proper balance between fixed pay and variable pay. A substantial 
proportion of compensation i.e.,  

x at least 50% but not more than 70% for MRT overseeing one business line; 
x at least 75% but not more than 125% for MRT overseeing more than one business line; 

and paid on the basis of individual, business unit and firm wide measures that adequately measures 
performance, profit targets in terms of guidelines as detailed below in para number 6.2.2.3. 

ii. In case variable pay is up to 200% of the fixed pay, 50% of the variable pay; and in case variable pay 
is above 200%, 67% of the variable pay should be via non-cash instruments. However, in the event 
that an executive is barred by statute or regulation from grant of Share-linked Instruments, his/her 
variable pay will be capped at 150% of the fixed pay, but shall not be less than 50% of the fixed pay.  

iii. Within the said range the designated authority (as per the Policy, refer para 4.2.3) will decide the 
variable pay percentage for the year keeping in the view the various factor including, but not limited to 
individual performance, business unit performance (of the unit overseeing), present and prospective 
capital position, present and budgeted Profit After Tax (PAT) numbers, market dynamics and risk 
position of the Bank.   
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iv. The deterioration in the financial performance of the Bank should generally lead to a contraction in the 
total amount of variable compensation, which can even be reduced to zero as detailed in para 6.2.2.3 
and 6.2.2.4.  

 
6.2.2.3. Variable Pay Matrix 

i. Variable Pay Basis Individual Performance 
a. The variable remuneration to the extent of 25% for MRT handling one business line and 35% 

for MRTs handling more than one business line, will be calculated basis individual 
performance rating. The individual performance rating will be measured on the basis of PMS 
guidelines of the Bank as updated from time to time. 

b. The variable pay basis the individual performance will be measured on the following basis. 
  

HR Rating % age 
4.5 and above 100% 
4 80% 
3.5 60% 
3 40% 
Below 3 NIL 

 
ii. Variable Pay Basis Business Line Performance measure 

a. The variable remuneration to the extent of 25% for MRT handling one business line will be 
calculated basis the business performance of the business line overseeing by the MRT. 

b. The variable pay basis the business line performance will be measured as below: 
 

Business Growth Target 
Achievement (in %age)  

Payout in %age of 
Variable 

Profitability achievement % 
75 to 

less than 
85 

85 to 
less than 

92.50 

92.50 to 
less than 

100 
100 and 
above 

50% 60% 90% 100% 

70 to less than 80 50% 50% 55% 70% 75% 
80 to less than 90 60% 55% 60% 75% 80% 

90 to less than 100 90% 70% 75% 90% 95% 
100 and above 100% 75% 80% 95% 100% 

 
Notes: 

 
Growth and Profitability/revenue achievement will be calculated on the basis of targeted for the year (as 
approved by the Board) vs. actual outcome of the respective business line. 

 
iii. Variable Pay Basis Firm wide Performance measure  

a. The variable remuneration to the extent of 50% for MRT handling one business line and 65% 
for MRTs handling more than one business line, will be calculated basis firm wise 
performance matrix.  

b. The calculation matrix of the same is detailed below: 
 

Business Growth Target 
Achievement (in %age)  

Payout in %age of 
Variable 

Profitability/Revenue achievement % 
75 to 

less than 
85 

85 to 
less than 

92.50 

92.50 to 
less than 

100 
100 and 
above 
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50% 60% 90% 100% 

70 to less than 80 50% 50% 55% 70% 75% 
80 to less than 90 60% 55% 60% 75% 80% 

90 to less than 100 90% 70% 75% 90% 95% 
100 and above 100% 75% 80% 95% 100% 

 
Notes: 

1. Business Growth will be calculated on the basis of the submission of average deposit growth and 
advances disbursement, targeted for the year vs. actual outcome. 

2. Profitability achievement will be calculated on the basis of profit after tax, targeted for the year vs. 
actual outcome. 
 

iv. In the event profitability achievement is less than 75% and/or Business Growth Target Achievement is 
less than 70%, Variable pay under point ii or iii above can be paid max to the extend of 25% by the 
NRC basis the overall assessment.  
 

v. In the event the CAR is falling below the regularity CAR, Variable pay will be deferred till the time the 
CAR comes above the regulatory norms. 
 

vi. In the event the Gross NPAs exceeds 10% of the Advances, the variable pay will not be paid.  
 

6.2.2.4. Variable Pay Cut 
The Variable Pay should be reduced on happening of any of the following event with the corresponding 
percentage mentioned therein. The same will be reduced from the variable pay calculated basis firm wise 
performance measures (as per the Policy refer para 6.2.2.3(iii): 
 
1. Credit Risk 

 
S. No. SMA 2 and Above (deviation from Budgeted Line) %age cut 
1 2% to less than 4% of the Gross Advances at the end of the year 10% 
2 More than 4% of the Gross Advances at the end of the year 20% 

 
2. Market Risk 

 
S. No. Particulars %age cut 
1 LCR breaches regulatory ceiling 10% 
2 Duration Gap Analysis – %age change in MVE with Δi of 2% of 

more than 20% 
15% 

 
3. Solvency Risk 
 
S. No. Particulars %age cut 
1 Leverage Ratio of less than regulatory requirement plus 0.50% 

safety cushion i.e. less than 5% 
10% 

2 Capital Adequacy ratio of less than regulatory requirement plus 
2% safety cushion i.e. less than 17% 

10% 

 
6.2.2.5.  Deferral of Variable Pay: 
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i. For MRT, deferral arrangements must invariably exist for the variable pay, regardless of the 
quantum of pay. For such executives of the Bank, a minimum of 60% of the total variable pay 
must invariably be under deferral arrangements. Further, if cash component is part of variable 
pay, at least 50% of the cash bonus should also be deferred. 

ii. However, in cases where the cash component of variable pay is under Rs.25 lacs, deferral 
requirements would not be necessary.   
 

iii. Period of Deferral Arrangement:  
  The deferral period will be three years. This would be applicable to both the cash and non-cash 
components of the variable pay. 

 
iv. Vesting:  

Deferred remuneration should be spread out over the course of the deferral period. The first such 
vesting should be after one year from the commencement of the deferral period. The vesting 
should be no faster than on a pro rata basis. Additionally, vesting should not take place more 
frequently than on a yearly basis to ensure a proper assessment of risks before the application of 
ex post adjustments. 

v. In case of separation with a cause (in terms of Employee Separation Policy of the Bank), the unvested 
portion of variable pay will not be vested and dealt with in accordance with Malus Clasue .In normal 
separation, unvested portion of variable pay will be paid on respective due date. However, under no 
circumstances deferred variable pay will be paid as of severance pay. 
 

6.2.2.6. Share-linked Instruments:  
Such instruments shall be included as a component of variable pay. Norms for grant of Share-linked 
Instruments should be in conformity with relevant statutory provisions and in terms of the guidelines 
detailed in para 8 of the Policy. The details of Share-linked Instruments granted should also be 
disclosed in terms of the disclosure requirements. 

 
6.2.2.7. Malus / Clawback 
i. The term “malus” refers to the downward adjustment of incentive awards before they become 

payable – or before they vest or become exercisable in the case of share linked instruments. In 
contrast, “clawback” means that participants are required to pay back all or some of an amount they 
have already received, for example the shares transferred on vesting of an LTIP award. 

ii. Malus Triggers  

The guidelines are designed to be preventative rather than a purely remedial or punitive measure given it 
removes the incentive for executives to consider deliberately misstating company earnings to inflate 
variable pay.  

In keeping with the emerging best practice in corporate governance, the Board may take action on 
recommendation of the NRC to adjust (malus) unvested ‘at risk’ all or part of the unvested variable pay 
where, in the event of an enquiry determining: 

a. there is reasonable evidence that an executive MRT has materially contributed to, or been materially 
responsible for, the need for the restatement of financial results for reasons including:  

x Personally acting fraudulently or dishonestly or in a manner that adversely affects the 
Company’s reputation or which is characterised as gross misconduct; 

x Directing an employee, contractor or advisor to act fraudulently, dishonestly or to undertake 
other misconduct;  

x This Policy does not apply in the case of a restatement of financial results caused by a change 
in applicable accounting standards or interpretations 
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b. awards have been based on material misstatements of the business’s financial results or information 
arises which would have caused benefits to lapse or would have resulted in the Board/NRC exercising 
their discretion differently had the information been known at the time; 

c. employee breaching their material obligations to Bank through error, omission, negligence or willful 
misconduct. Errors of judgment shall not be constructed to be a breach under this note; 

d. the business has suffered a material financial loss as a result of actions or circumstances attributable 
directly to an employee or which could have been avoided by the reasonable actions an employee. 

e. In the event of a reasonable evidence of deterioration in financial performance in form of drop in the 
Profit After Tax (PAT) from one financial year to the next by 35% or more, the NRC may evaluate the 
conditions, industry performance and others. The Committee may decide to apply Malus on none, part 
or all of the unvested deferred variable compensation based on the outcome of the evaluation.  

f. Wherever the assessed divergence in Bank’s provisioning for NPAs or asset classification exceeds the 
prescribed threshold for public disclosure. The Bank will not pay the unvested portion of the variable 
compensation for the assessment year. Further, in such situations, no proposal for increasing the 
variable pay (for the assessment year) shall be entertained. 
 

iii. The terms of a malus should be clearly specified in the formal letters of award. Employees should be required 
to confirm in writing that they are aware of and accept the terms of the awards, including that they agree to the 
business invoking malus or clawback where a trigger event has occurred. 

iv. The Policy applies to unvested all or part of the variable pay awards covering deferral and retention period.  
v. In view of the present size and Upper cap on the variable pay to 70% and salary scale, clawback arrangement 

is not proposed.   

6.2.3. Guaranteed bonus 
The Bank has decided not to allow the Guaranteed bonus except bonus payable under the Payment of Bonus 
Act. Further, the joining/signing bonus is permissible in the context of hiring of MRT in the form of ESOPs 
only and be limited to the first year. Further, the Bank will not grant severance pay other than accrued benefits 
(gratuity, retiral benefits, etc.), except in case where it is mandatory by any Statute. 
 
6.2.4. Hedging  
The Bank does not permit the employee(s) to insure or hedge their compensation structure to offset the risk 
alignment effects embedded in their compensation arrangement.   
 
7. Identification of Material Risk Takers of the Bank – Material Risk Takers (MRT) means staff members, 

whose actions have a material impact on the risk exposure of the Bank, and who satisfy the any of the 
qualitative and quantitative criteria given below: 

 
7.1. Qualitative Criteria, relates to the role and decision making power of the staff members having 

jointly or individually, the authority to commit significantly to risk exposure. The same has been 
identified as under: 

i. Member of ALCO Committee; or  
ii. Member of Credit Sanctioning Committee; or 
iii. Member of Investment Committee of Executive; or 
iv. Staff members having right to sanction credit proposal individually having client 

exposure of Rs. 100 lacs and above; or 
v. Staff members having non lending powers of Rs. 75 lacs and above. 

 
7.2. Quantitative Criteria 

7.2.1. There total remuneration exceeds a certain threshold, which will be reviewed on annual basis by 
the NRC. The same has been fixed for the year as Rs. 50 lacs per annum, or 

7.2.2. They are included among the 0.3% of the staff with the highest remuneration in the Bank, or 
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7.2.3. Their remuneration is equal to or greater than the lowest total remuneration of senior 
management (MD & CEO, WTD, COO and CFO) and other MRTs’. 

 
7.3. NRC in the begin of each year will identifies MRTs, keeping in view of the aforementioned 
guidelines. Further, any new addition to the MRT during the year either by way of new recruitment or change 
of role will be assessed by the NRC in the subsequent meetings. 
 
8. Guidelines for Share-linked Instruments: 

The framework for the share linked instrument plan should be in conformity of the below:  
i. The ESOP can be cash linked or equity linked as decided by the NRC/Board on annual 

basis. 
ii. The ESOP plan should be fair valued on the date of grant by the Bank using Black-

Scholes model. 
iii. In the event that an executive is barred by statue or regulation from grant of Share-linked 

Instruments, he shall not be eligible for ESOP. 
iv. The number of options to be granted on grant date shall be calculated basis: 

x Amount of variable pay to be paid by way of grant of Share-linked Instruments in 
terms of the Policy. 

x Fair value of the Share-linked Instruments on the date of grant (using Black 
Scholes model) 

x Grant price fixed for the Share linked Instruments. 
v. The exercise price of the ESOP shall be face value of the equity shares on the date of 

grant. 
vi. Grant date shall be in first quarter each financial year. 

vii. Vesting period and vesting percentage will be governed by the principle of vesting as 
enumerated in the Policy above. 
 

viii. The Bank shall also comply with the SEBI (Share Based Employee Benefits and Sweat 
Equity) Regulations, 2021  
 

9. Force Majeure: The Nomination and Remuneration Committee of the Board is empowered to relieve all 
the employees from performing their contractual obligations when certain circumstances beyond their control 
arise, making performance inadvisable, commercially impracticable, illegal, or impossible. 
 
Capital Small Finance Bank is a responsible corporate citizen and has a strong track record of trust and 
performance, built over the years by adopting ethical and sustainable business practices. The Bank endeavors 
to adopt the highest standards of Corporate Governance through transparency in business ethics, accountability 
to its customers, government and other shareholders.  
 
10. Review: This Compensation Policy shall be reviewed by the Nomination and Remuneration Committee 
and Board annually.  
 
11. Disclosure:  

11.1. The remuneration and compensation paid to the Directors shall be disclosed on annual basis, in the 
Annual Financial Statements and the Board’s Report. Further, in addition to disclosures required to be 
made under the Companies Act, 2013, the following disclosures shall be made: 
i. all elements of remuneration package of individual directors summarized under major groups, 

such as salary, benefits, bonuses, stock options, pension etc; 
ii. details of fixed component and performance linked incentives, along with the performance 

criteria; 
iii. service contracts, notice period, severance fees; 
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iv. stock option details, if any and whether issued at a discount as well as the period over which 
accrued and over which exercisable. 

 
11.2.  Other Disclosure: All KMPs & MRTs of the Bank shall make disclosures to the Board of directors 

relating to all material, financial and commercial transactions, where they have personal interest that 
may have a potential conflict with the interest of the listed entity at large. 

 
12. Exceptions- Exceptions to this policy can only be approved by the Board.  

 
 
 

 
********* 


