
 

 

 

REMUNERATION POLICY 

I. CONTEXT 

 

The purpose of this policy is to set over principles, parameters and governance 

framework of the remuneration for directors, KMPs, senior management personnel and 

employees. This policy will assist the board to fulfil its responsibility towards 

attracting, retaining and motivating the directors, KMPs, senior management personnel 

and employees through competitive and reasonable remuneration in line with the 

corporate and individual performance. This document outlines following policies/ 

guidelines: 

 

A. Performance evaluation of directors 

B. Remuneration principles 

C. Board diversity 

 

II. DEFINITIONS 

 

“Board” means board of directors of the company. 

 

“Committee” means nomination, governance and compensation committee of the 

company as constituted or reconstituted by the board, from time to time. 

 

“Company” means Dr. Reddy’s Laboratories Limited. 

 

“Director” means directors of the company. 

 

“Employee” means any person, including officers who are in the permanent 

employment of the company. 

 

“Independent Director” As provided under clause 49 of the Listing Agreement and/or 

under the Companies Act, 2013, ‘independent director’ shall mean a non-executive 

director, other than a nominee director of the company: 

a) who, in the opinion of the board, is a person of integrity and possesses relevant 

expertise and experience; 

 

b) (i) who is or was not a promoter of the company or its holding, subsidiary or associate 

company; 

(ii) who is not related to promoters  or directors in the company, its holding, subsidiary 

or associate company; 

 

c) apart from receiving director’s remuneration, has or had no pecuniary relationship 

with the company, its holding, subsidiary or associate company, or their promoters, 

or directors, during the two immediately preceding financial years or during the 

current financial year; 

 

d) none of whose relatives has or had pecuniary relationship or transaction with the 

company, its holding, subsidiary or associate company, or their promoters, or 

directors, amounting to two per cent or more of its gross turnover or total income or 

fifty lakh rupees or such higher amount as may be prescribed, whichever is lower, 



 

 

during the two immediately preceding financial years or during the current financial 

year; 

 

e) who, neither himself nor any of his relatives — 

(i) holds or has held the position of a key managerial personnel or is or has been 

employee of the company or its holding, 

subsidiary or associate company in any of the three financial years immediately 

preceding the financial year in which he is proposed to be appointed; 

(ii) is or has been an employee or proprietor or a partner, in 

any of the three financial years immediately preceding the financial year in which 

he is proposed to be appointed, of a firm of auditors or company secretaries in 

practice or cost auditors of the company or its holding, subsidiary or associate 

company; or any legal or a consulting firm that has or had any transaction with 

the company, its holding, subsidiary or associate company amounting to ten per 

cent or more of the gross turnover of such firm; 

(iii) holds together with his relatives two per cent or more of the total voting power 

of the company; or 

(iv) is a chief executive or director, by whatever name called, of any non-profit 

organization that receives twenty five per cent 

or more of its receipts from the company, any of its promoters, directors or its 

holding, subsidiary or associate company or that holds two per cent or more of 

the total voting power of the company; and 

(v) is a material supplier, service provider or customer or a lessor or lessee of the 

company. 

 

f) who is not less than 21 years of age. 

 

“Key Managerial Personnel” is as defined under the Companies Act, 2013 and means- 

a) the chief executive officer or the managing director or the manager (having ultimate 

controls over affairs of the company); 

b) the company secretary; 

c) the whole-time director; 

d) the chief financial officer; and 

e) such other officer as may be prescribed under the applicable statutory 

provisions/regulations from time to time. 

 

“Senior Management” means personnel of the company who are members of its core 

management team excluding board of directors comprising all members of management 

one level below the executive directors, including the functional heads. 

 

Unless the context otherwise requires, words and expressions used in this policy and not 

defined herein but defined in  the Companies Act, 2013 as may be amended from time 

to time shall have the meaning respectively assigned to them therein. 

 

III. APPLICABILITY 

This policy is applicable to the following:  

• Directors (executive and non-executive);  

• Key managerial personnel (KMPs);  

• Senior management personnel; and 

• and Other employees. 



 

 

 

IV. EVALUATION OF DIRECTORS  
For the purpose of determining remuneration (based on profitability of the company), 

the evaluation criteria of the executive and non-executive directors are as outlined below: 

1) Executive directors: 

a) Financial metrics covering growth in return on capital employed (RoCE) and 

profitability; 

b) Non-financial metrics covering aspects such as health, brand building, 

compliance, quality and sustainability of operations of the organization, as may 

be agreed upon from time to time with the company. 

 

2) Non-executive directors: 

a) Level of engagement, independence of judgment, etc., and their contribution in 

enhancing the board’s overall effectiveness; 

b) The non-executive directors remuneration shall be globally benchmarked with 

similar organizations; 

c) Participation in the committees (either as chairperson or member) and the board 

meetings. 

 

V. REMUNERATION OF DIRECTORS, KMPs, SENIOR MANAGEMENT 

PERSONNEL AND OTHER EMPLOYEES  
 

The committee shall recommend to the board for their approval, any remuneration to be 

paid to the executive directors. The committee will separately review and approve the 

remuneration to be paid to KMPs and senior management personnel. 

 

The level and composition of remuneration so determined by the Committee shall be 

reasonable and sufficient required to attract, retain and motivate directors, KMPs and 

senior management in order to run the company successfully. There shall be a clear 

linkage of remuneration to performance and health targets. The remuneration shall be a 

mix of fixed and variable pay/long-term pay reflecting short and long-term performance 

objectives appropriate to the working of the company and its strategic goals. 

 

The key principles for each of the positions are outlined below: 

1) Executive directors – The executive directors shall be paid remuneration by way of 

monthly compensation and profit based commission. The total remuneration to be paid 

to the executive directors shall be within the limits prescribed under the provisions of the 

Companies Act, 2013 and rules made thereunder; 

2) Non-executive directors – The non-executive directors shall receive remuneration by 

way of sitting fees and reimbursement of expenses for attending meetings of board or 

committee thereof. In addition, the non-executive and independent directors shall also 

be eligible to receive profit related commission, as may be approved by the 

shareholders of the company. They shall not be entitled to any stock options; 

 

The chairman of the company shall propose remuneration to be paid to non-

executive directors. The proposal for the remuneration shall be benchmarked with 

global pharmaceutical companies and the contribution made and time dedicated by 

each director; 

3) KMPs and senior management personnel – Dr. Reddy’s recognizes that those chosen 

to lead the organization are vital to its ongoing success and growth. Thus, these 



 

 

executives should be offered competitive and reasonable compensation so that Dr. 

Reddy’s can attract, retain and encourage critical talent to meet important 

organizational goals and strategies. The compensation will be the mix of fixed pay, 

variable pay, performance based incentive plans or stock options. The executive total 

compensation program will be flexible to differentiate pay to recognize an individual 

incumbents’ critical skills, contributions, and future potential to impact the 

organization’s success; and 

4) Other employees – The compensation program for employees is designed to help drive 

performance culture and align employees for the creation of sustainable value through 

behaviors like execution excellence, innovation and leadership. In line with the 

organization principles of managing the long-term and meritocracy, there are four 

principles of pay which have been enumerated – ability to pay, position-linked pay, 

person-specific pay and performance-linked pay. The company may periodically 

review the compensation and benefits at all levels to ensure that the company remains 

competitive and is able to attract and retain desirable talent. 

The committee may review the overall compensation approach for employees and on 

any changes done for the entire organization. 

 

VI. BOARD DIVERSITY  
Building a diverse and inclusive workplace is an integral part of Dr. Reddy’s culture. 

These principles are also applied to the composition of our board. 

 

The board of directors shall have the optimum combination of directors from different 

areas/fields of expertise and experience like operations, 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 at 

least one member who has accounting or related financial management expertise and 

at least three members who are financially literate. 

 

At least one member of the board should be a woman. 

 

VII. CONFIDENTIALITY 

The members of the committee may not disclose, in particular, the information 

contained in the confidential reports they receive or the contents of confidential 

discussions. They shall also ensure that any employees appointed to support them 

likewise comply with this rule. 

 

VIII. REVIEW 

This policy will be reviewed at appropriate time, as decided by the committee. The 

utility and interpretation of this policy will be at the sole discretion of the committee. 


