
CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

1. DPE/Guidelines/II(b)/1 

Composition of Boards of Directors of Public Enterprises 

The question as to how the structure of the Boards of Directors of Public Enterprises can be rationalized, consistent with efficient functioning 

of these enterprises has been under consideration of Government for some time. It has now been decided that the following principles should 

be followed by the administrative Ministries in this regard: 

i. For large multi-unit enterprises and large trading organizations, the typical structure of a Board could be a full-time Chairman-cum-

Managing Director assisted by at least two functional Directors, one of whom would be in-charge of Finance, and part-time Directors. 

As regards the inclusion of General Managers of constituent units and executive in-charge of different regions in the Boards of multi-unit or 

multi-regional enterprises, inclusion of a few General Managers and Directors by rotation could be considered. Even if all the General 

Managers are not made directors, those left out should also, in principle, be invited to attend and participate in all the Board meetings. It is, of 

course, understood that in certain situations, they may not, for good reasons, all be invited to a particular meeting. 

ii. A typical structure of a Board for the smaller enterprises could be a Chairman-cum-Managing Director with one, and possibly even two 

senior officers of the undertaking itself as functional Directors together with some part-time Directors. One of the functional Directors could, if 

necessary, be designated as Executive Director or Director (Co-ordination), should the burden on the Chairman–cum-Managing Director be 

too heavy. 

iii. In the cases referred to in (i) and (ii) above, there should be no bar to the appointment of a part-time Chairman, if in particular cases this 

course appears desirable. In such cases, a suitable whole-time Managing Director should invariably be appointed. 

iv. The number of part-time non-official Directors on the Boards of multi-unit and multi-regional Public Enterprises may be about 1/3rd of the 

total strength, which may be of the order of 12 to 15. In relatively smaller enterprises, the Board strength should be between 8 and 12, 

including official and non-official part-time Directors, the number of the latter being about 1/3rd of the total. 

v. The policy regarding appointment of full-time Chairman/ Managing Directors/Functional Directors from out of the "panels" being prepared 

by the Empanelment Selection Board in accordance with the Prime Minister’s directive, should be followed without exception to ensure 

maximum utilization of the panels. The aim should be for the enterprises themselves to generate their own top executives at this level also, 

who should, therefore, be screened by the Empanelment Selection Board before considering empanelment of Government servants and 

men from private enterprises. 

vi. Appointment of Government representatives on the Boards should ordinarily be restricted to the dealing Joint Secretary/Director, but in 

the case of some Ministries, other officials within it might be chosen so as to constitute a Management Coordination Cell, as proposed to be 

done in the Ministry of Industrial Development and Internal Trade or to meet the conditions about the number or directorships held by each 

officer. 

vii. With regard to part-time Directors, as an interim measure, the services of those from the private sector, who have volunteered for full-time 

appointment in Public Enterprises and considered fit and empanelled to hold such top level posts in Public Enterprises may be 

advantageously utilised. A comprehensive list of those considered suitable for appointment as part-time Directors will, in due course, be 

prepared and circulated, it being understood, however, that discretion would be available to appoint those outside the list, where necessary. 

The final decision on the question of representation of workers on the Boards of Industrial Enterprises being pursued by the Department of 

Labour and Employment will also be relevant in this context. 

viii. On the question whether Government representatives on the Boards of Public Enterprises should necessarily include a representative of 

the Finance Ministry, while Finance Ministry representatives may be appointed to the major Public Enterprises, the relatively smaller 

enterprises may do without representatives of the Finance Ministry. In such cases, however, where there is no representative of the Finance 

Ministry on the Boards, the undertakings should ensure that the concerned Financial Advisers (Heads of the respective Expenditure 

Divisions in the Finance Ministry) receive, sufficiently in advance of the Board meetings, the agenda papers, as also the minutes of the 

meetings. This will enable the Finance Ministry to keep in touch with the activities of the enterprises. 



ix. The policy decision in regard to the exclusion of Members of Parliament in the Boards of Public Enterprises, which is based on the 

recommendations of the Krishna Menon Committee should remain unchanged. (The relevant extract from the report of the Krishna Menon 

Committee on State Undertakings and Government’s decisions thereon, referred to above, is enclosed in Annexure). 

2. The above decisions are brought to the notice of the Ministry of Petroleum and Chemicals, etc., for information and compliance. 

ANNEXURE 

Extract from the report of the Krishna Menon Committee on State Undertakings and Government’s decision thereon. 

42. Members of Parliament on Boards 

A more difficult question to decide arises in the matter of Members of Parliament or Legislative Assemblies, and whether they should be 

members of Boards of Management. The overwhelming weight of considerations must be against it. Such membership even if it carries no 

emoluments, carries much power and patronage. The Member of Parliament concerned is part of the organ of public control and is the 

exponent of public criticism in Parliament. As a Director or part of a concern’s administration he is responsible for the very conduct and 

affairs which Parliament, and therefore, he is called upon to examine, criticize and judge. Having specialized and inside knowledge, he can 

use it in Parliament and elsewhere, when he has disagreements with his colleagues on the Board and wishes to take a line apart from the 

team of which he is a Member. His colleagues who are not Members of Parliament like himself cannot reply. They are "officials"—employed 

in State Undertakings. His Parliamentary colleagues are also at a disadvantage because he purports to speak from expert and inside 

knowledge. The Minister finds himself in a very embarrassing position when the matter is debated in the House. 

43. There is also the further consideration-for whom does he speak? 

(1) If he speaks for the industry in Parliament he takes the place of the Minister; (2) if he speaks for the Board as Managing Director or 

Chairman, being one himself, then he has greater facilities which other MPs do not have; (3) if he turns critic, he places every one including 

the industry in an adverse position. 

44. It will be understood that such a Member of Parliament, who is not a member of Government, cannot take over the functions and duties 

of a Minister. He cannot be a critic for the reasons stated above. Thus, he can neither defend nor criticize, for as Chairman or a Director of 

the Company concerned he has access to information which others do not have and which he should not use. Therefore, if a Member of 

Parliament is Chairman or even a Director, he would disqualify himself for participation in discussions in regard to the concern he is 

associated with, and there would be severe limitations in regard to his participation in debates on similar concerns or State concerns as a 

whole. On the other hand, he cannot be obliged to sit in Parliament unconcerned, when the debate is on matters of which he has knowledge. 

This, in effect, would prevent him from functioning fully as a Member of Parliament. If, on the other hand, he were to use his position and his 

knowledge, then he places the concern of which he is an active and responsible part and the Board at a great disadvantage as well as in a 

position of embarrassment. His colleagues and the concern are not represented in Parliament except through the Minister. Conflicts will arise 

as to whom the Minister represents. In the result, therefore, appointment of Members of Parliament in Corporations is altogether an 

unhealthy practice and is difficult to justify. 

Government’s Decision on the Above Recommendation 

"Members of Parliament should not be appointed to Boards of Directors". 

(BPE No. 2(158)/70-BPE (GM) dated 13th October, 1972) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

2. DPE/Guidelines/II(b)/2 

Inclusion of State Government representatives on the Boards of Directors of Public Enterprises. 

The undersigned is directed to refer to this Ministry’s O.M. No. 2(158)/70-BPE(GM) dated 13th October, 1972, on the composition of the 

Board of Directors of public enterprises wherein the broad principles which the administrative Ministries should follow in this respect, had 

been spelt out. This O.M. was silent on the question of nominating representatives of the State Government on the Board of Directors of the 

Central Public Enterprises. 

2. The appointment of a representative of a State Government on the Board of Directors for the Central Public Enterprises has been pressed 

by a number of State Governments particularly by the states where major Public Enterprises are located. This issue is undoubtedly a very 

delicate matter involving the larger concept of Centre-State relationship. However, it is a fact that so long as the company is located in one 

State only, it would be desirable to have representative of the concerned State Government on the Board of Directors of the concerned 

enterprise. There are several matters particularly concerning law and order, industrial relations, State taxation, etc., where the representative 

of the State Government would provide useful input. In the case of multi-unit enterprises operating in many States, however, it would neither 

be desirable nor practicable to have a representative of the State Government from all States and it would be discriminatory to select only 

from a particular State. In other words, in such multi-unit enterprises, there is no need at present to include any representative of the State 

Government on the Board of Directors of the concerned enterprises. 

3. In view of the delicate nature of the subject, the decision on the above lines is being brought to the notice of the administrative Ministries 

through this confidential circular. 

(BPE O.M. No. 2(4)/75-BPE(GM-I) dated 22nd May, 1975) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

2. DPE/Guidelines/II(b)/2 

Inclusion of State Government representatives on the Boards of Directors of Public Enterprises. 

The undersigned is directed to refer to this Ministry’s O.M. No. 2(158)/70-BPE(GM) dated 13th October, 1972, on the composition of the 

Board of Directors of public enterprises wherein the broad principles which the administrative Ministries should follow in this respect, had 

been spelt out. This O.M. was silent on the question of nominating representatives of the State Government on the Board of Directors of the 

Central Public Enterprises. 

2. The appointment of a representative of a State Government on the Board of Directors for the Central Public Enterprises has been pressed 

by a number of State Governments particularly by the states where major Public Enterprises are located. This issue is undoubtedly a very 

delicate matter involving the larger concept of Centre-State relationship. However, it is a fact that so long as the company is located in one 

State only, it would be desirable to have representative of the concerned State Government on the Board of Directors of the concerned 

enterprise. There are several matters particularly concerning law and order, industrial relations, State taxation, etc., where the representative 

of the State Government would provide useful input. In the case of multi-unit enterprises operating in many States, however, it would neither 

be desirable nor practicable to have a representative of the State Government from all States and it would be discriminatory to select only 

from a particular State. In other words, in such multi-unit enterprises, there is no need at present to include any representative of the State 

Government on the Board of Directors of the concerned enterprises. 

3. In view of the delicate nature of the subject, the decision on the above lines is being brought to the notice of the administrative Ministries 

through this confidential circular. 

(BPE O.M. No. 2(4)/75-BPE(GM-I) dated 22nd May, 1975) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

3. DPE/Guidelines/II(b)/3 

Policy regarding transfers in Top Posts in the Public Sector Enterprises. 

Certain questions relating to the transfer of Directors from one Public Sector Enterprise to another have been under consideration. Such 

transfers can be from a holding company to a subsidiary company and vice versa and from one subsidiary company to another subsidiary 

company. Transfers could also be made by an Administrative Ministry from one Corporation to another under its control. Two issues have 

been raised in connection with such appointments. These are: 

(i) whether the transfer of the incumbent of a Top post to another Top Post within the same complex of holding-subsidiary companies or 

between the companies under the control of the same Administrative Ministry, requires the approval of the Appointments Committee of the 

Cabinet; and 

(ii)        whether such a transfer would amount to a fresh appointment with a fresh tenure of five years from the date of appointment to the 

new post. 

2. These issues have been examined by the Public Enterprises Selection Board in consultation with the Department of Personnel and 

Administrative Reforms. Selection to Top Posts are made strictly with reference to the job requirements and the qualifications and experience 

needed can differ materially from post to post. It follows that each appointment to a Top Post by transfer, be it within a holding company or 

from one Corporation to another under the control of one administrative Ministry, is to be made with specific reference to the requirements of 

that post. Each such appointment will, therefore, be considered as a fresh appointment requiring the approval of the Public Enterprises 

Selection Board or the appropriate selection Committee constituted in accordance with the procedure laid down by the Public Enterprises 

Selection Board as well as the concurrence of the Appointments Committee of the Cabinet. The tenure of appointment in these posts will 

also count afresh from the date of appointment to the new post. 

3. Ministry of Industry and Civil Supplies, etc., are requested to note this for future guidance. 

(No.BPE/GL-26/75/MAN/5(37)/75-BPE(PESB) dated 17th September, 1975) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

5. DPE/Guidelines/II(b)/5 

Guidelines on Top Posts in Public Enterprises 

Reference is invited to this Ministry’s O.M. of even number dated 5th August, 1977 wherein it 

was mentioned that the orders of appointment to top posts in Public Enterprises issued by the 

administrative Ministries should incorporate a suitable clause for review of performance of the 

appointee after a year, the intention being that the Government should be able to assess the work 

of the appointee at the end of the first year in order to confirm the remaining part of his tenure of 

appointment. 

2. Subsequently this Ministry, vide their O.M. of even number dated 8th February, 1978 had 

prescribed the procedure to be followed for undertaking such a review at the end of the first year. 

3. The question of incorporating a suitable clause for review of performance at the end of the 

first year in the appointment order has been reviewed. Having regard to the various aspects it has 

been decided that the appointment order which is issued for general circulation need not contain 

the clause requiring review of performance of the appointee at the end of the first year. Instead, 

the administrative Ministries should communicate to the appointee by a separate confidential 

letter that his performance would be reviewed by Government at the end of the first year. 

4. Ministry of Steel and Mines, etc., may please note this for future guidance. 

(BPE O.M. No. 5(24)/77-BPE(PESB) dated 19th September, 1978) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

6. DPE/Guidelines/II(b)/6 

Composition of Board of Directors of Public Enterprises. 

As the Ministry of Industry, etc. are aware, according to the present policy of the Government, a sitting Member of Parliament should not be 

appointed to the Boards of Directors of Central Government Public Enterprises. The guidelines issued by BPE through its O.M. No. 2 (158)/ 

70-BPE (GM) dated the 13th October, 1972, also envisaged that for large multi-unit enterprises and large trading organizations, the typical 

structure of a Board could be a full-time Chairman-cum-Managing Director, assisted by a few Functional Directors, and part-time Directors. It 

was, however, indicated at that time that there should be no bar to the appointment of a part-time Chairman if in particular cases this course 

appears desirable, in which cases, a suitable whole-time Managing Director should invariably be appointed. 

2. Government had occasion to review these two issues at considerable length in the context of the recommendations of the Committee of 

Public Undertakings and in the light of some proposals received from the Administrative Ministries from time to time. 

3. Government have decided that the policy of not appointing sitting Members of Parliament to the Boards of Directors of Central 

Government Public Enterprises should continue. Government have also taken a decision that the policy of combining the post of Chairman 

and Managing Director of a public enterprise should be decided on the merits of each type of enterprise and the availability of a competent 

person to hold the post of part-time Chairman. 

4. The above decisions are brought to the notice of the Ministry of Industry, etc. for information and compliance. Cases where sitting 

Members of Parliament are already functioning as part-time Members of the Boards of Central Government Public Enterprises may also be 

reviewed in the light of the above decision of the Government when the Boards of Directors of such enterprises are reconstituted. 

(BPE O.M. No. 2 (9) /80-BPE (GM) dated 20th April, 1982) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

7. DPE/Guidelines/II(b)/7 

Appointment of part-time Chairmen of Public Enterprises. 

The undersigned is directed to refer to the Government of India, Ministry of Finance, Bureau of Public Enterprises Resolution No.5/1/74-

BPE(PESB) dated August 30, 1974 constituting the Public Enterprises Selection Board (PESB). The Resolution laid down the procedure to 

be followed for appointment of part time Chairmen, full time Chairmen and Managing Directors as well as full time Executive/Functional 

Directors. It was envisaged therein that for all the above mentioned appointments, PESB would be requested to suggest suitable names. 

2. The procedure in regard to appointment of part-time Chairmen of public enterprises has since been reviewed. Government have decided 

that while in the normal course the PESB should make the selection of part time Chairmen as envisaged in the Government Resolution of 

August 30, 1974, it would also be open to the administrative Ministries to sponsor candidates for appointment as part-time Chairmen whose 

suitability could be considered along with that of others by the PESB. It has also been decided that where having regard to the nature of the 

post the administrative Ministries consider that a specific individual alone may be suitable for the post of part-time Chairmen, the Ministries 

should seek specific exemption from the PESB to appoint the part-time Chairmen chosen by them and the question of selection by the PESB 

in such cases would not arise. 

3. The Ministry of Industry etc. may note the decision of Government regarding appointment of part time Chairmen for their future guidance. 

(BPE O.M. No. 18(3)/82-GM.II dated 26th November, 1982) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

8. DPE/Guidelines/II(b)/8 

Responsibilities of Part-time Chairman in PSEs. 

You would have seen the BPE’s Office Memorandum of even number dated December 18, 

1982—revising the extant guidelines on the remuneration of part-time Chairman of the Public 

Enterprises. While reviewing the remuneration to be paid to the part-time Chairman, 

Government also reviewed the role and responsibilities of the part-time Chairman, which have 

not so far been spelt out in specific terms. It has, however, been felt necessary that the role and 

responsibilities of part-time Chairman should be spelt out in clearer terms in order to enable the 

part-time Chairman and the Chief Executive to function in a supportive manner so that they may 

be able to give their best in the direction of the affairs of the public enterprises. The part-time 

Chairman should guide the Board of Directors in the discharge of the role entrusted to them in 

respect of formulating corporate policy and the corporate plan, their implementation and 

evaluation with a view to improving the enterprise’s performance. The part-time Chairman can 

call for information, but this should be appropriately done through the MD and not directly from 

the officers. As Chairman of the Board of Directors, the part-time Chairman will also evaluate 

the work of the Chief Executive in implementing the policies laid down by the Board for 

improving the enterprise’s performance. A healthy relationship should develop between the part-

time Chairman and the M.D. It will be improper for the MD to withhold information from the 

part-time Chairman. The part-time Chairman cannot issue directives as the management of 

Public Enterprises is vested under the Companies Act with its Board of Directors. 

2.The role and responsibilities of the part-time Chairman outlined above could hereafter be 

conveyed appropriately, as and when a part-time Chairman is appointed in a Public Enterprise. 

(BPE D.O. No 18(2)/82-GM-II dated 18th December, 1982) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

9. DPE/Guidelines/II(b)/9 

Appointment of persons designated as Special Directors, Executive Directors 

The undersigned is directed to say that recently the Department of Company Affairs have issued a circular on the above subject pointing out 

that the practice of designating executives of the companies who are not Members of the Board as Special Directors, Executive Directors, 

etc., is patently wrong. This is for the reason that the holders of such designations give an impression to public at large that they are full-

fledged Directors and entitled to act as such on behalf of the company. Accordingly, the Department of Company Affairs have advised 

companies to desist from giving such designations to their executives, as it can have the effect of misleading the public. 

2. A copy of the circular letter (No. 1/1/82/CLV/No. 23/44/79-CL.II dated 20.1.83) issued by the Department of Company Affairs is enclosed 

for information and necessary action. The action taken may also kindly be communicated to the BPE. 

(Copy of letter No. 1/1/82/CLV/No. 23/44/79-CL.II dated 20.1.1983 regarding appointment of persons styled as Special Directors, 

Executive Directors, etc.) 

Instances have come to the notice of the Department where companies have designated executives who are not members of the Board as 

Special Director, Director (Administration) etc. Such designations give an impression to public at large and those dealing with these 

companies and the executives that they are full fledged directors entitled to act as such on behalf of the companies. If in fact these 

executives are not directors on the Board of the companies, it will be patently wrong on the part of Companies to designate them as 

directors. 

The Department is therefore constrained to advise companies to desist from giving designations to their executives, which tend to mislead. 

I am directed to request you to bring this to the notice of all your constituents/members for information and compliance. The action taken on 

this communication may kindly be intimated to this Department. 

(BPE No. 18/5/83-BPE(GM-II) dated 15th November, 1983) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

10. DPE/Guidelines/II(b)/10 

Organization/Functioning of the Boards of Public Sector Enterprises—Decisions of the 

Government on the recommendations of the Economic Administration Reforms 

Commission Report on "Government and Public Enterprises—Top Management and the 

Boards". 

The undersigned is directed to say that the Economic Administration Reforms Commission 

(EARC) in their report on "Government and Public Enterprises—Top Management and the 

Boards" have made a number of recommendations regarding the organization and functioning of 

the Boards of the public sector enterprises. These have been considered by the Government. The 

recommendations and the decisions of the Government on these recommendations are given 

below for information and necessary action by the respective administrative Ministries: 

(i) Appointment of Chief Executive 

It was noted that the replacement for Chief Executive, due to retire, was in some cases sought at 

a very late stage causing very often the enterprises to go topless. In this context, the EARC have 

recommended that the replacement for a Chief Executive due to retire should be found well in 

advance and inducted as an under-study and that if for any reason the successor is not in position, 

there should be automatic extension of the term of the existing incumbent until his successor is 

able to take over. It has now been decided by Government that the enterprises might create, if 

necessary, a supernumerary post of under-study for a limited period of three months. However, 

automatic extension of the term of the existing incumbent was not desirable and short-term 

extensions should only be in exceptional circumstances where there is delay in selection of a new 

incumbent. It is, therefore, requested that the vacancies that will arise as a result of 

superannuation or because of non-extension of the tenure of the existing incumbent may kindly 

be intimated by the respective administrative Ministries to the Public Enterprises Selection Board 

at least three months in advance. This will enable Public Enterprises Selection Board to initiate 

recruitment action well in time to find a successor before the vacancy arises. 

(ii) Appointment of Part-time Chairman 

Vide BPE’s O.M. No. 2(158)/70-BPE(GM) dated 13th October, 1972, the guidelines were issued 

regarding the composition of Boards of Directors of Public Enterprises. It was mentioned therein 

that the Board should normally be headed by a Chairman-cum-Managing Director. It was also 



indicated that there should be no bar to the appointment of a part-time Chairman if in particular 

cases this course appeared desirable. These guidelines were reiterated in 1982 vide BPE’s O.M. 

No. 2(9)/80-BPE(GM) dated 20th April 1982. The EARC has also recommended that the general 

policy of appointing a single Chairman-cum-Managing Director should continue. This 

recommendation has been accepted by the Government. 

It has also been decided that the practice of appointing the Secretary of the administrative 

Ministry as Part-time Chairman of a Public Enterprise, even for short period, should be 

discouraged. 

(iii) Role of Government Directors on the Boards of Public Enterprises 

The EARC are of the view that the association of Government officials with the Boards of Public 

Enterprises can be of advantage as this provides for a liaison role and a channel of 

communication between Government and the Public Enterprises. They have also emphasized 

that the dual role of a Government Director should be clearly recognized—as a Director of the 

company and as a representative of the Government. He should be allowed to function freely and 

use his own judgement without any formalized briefing by the Ministry before a Board meeting 

with discretion whether to seek a briefing or make a report. The Government Director should 

identify himself with the objects and goals of the enterprise, engage in joint thinking on equal 

terms and not assume a superior status, he should not reserve his position on matters before the 

Board, however, others on the Board should not expect him to commit the Government in 

respect of matters which require to be referred to the Government. In all subsequent examination 

of the Board approved proposals, his role should be mainly elucidatory and he should not sit in 

judgement over the Board. Reference to the Ministry for approval, sanction etc. should be 

addressed to the Government representative on the Board whose responsibility should be to 

process the matter and obtain the necessary Government approval promptly. 

The Government have accepted these recommendations and the administrative Ministries may 

kindly brief the Government Directors on the Boards of their Undertakings suitably. 

(iv) Number of Government Directors on the Board of Directors 

On the basis of the recommendations of the Administrative Reforms Commission, the Bureau of 

Public Enterprises vide their O.M. No. 5/23/74-BPE(PESB) dated 3rd February, 1975, had 

suggested that ordinarily not more than two Government representatives should be appointed on 

the Boards of Directors of public sector enterprises. The EARC has also emphasized the need for 

keeping down the number of Government officials on the Boards of public enterprises. They 

have recommended that number of directorships reflecting special concerns or interests should 

be minimized and that the possibility of drawing suitable persons from non-Government sources 



should be considered. However, this does not apply to experts drawn from other public 

enterprises, which has been strongly recommended. The Government have accepted this 

recommendation. The administrative Ministries may kindly note for necessary action. 

On the question of the representation of the officials of the administrative Ministries on the 

Board of Directors of public enterprises, the EARC have also recommended that an officer 

should not have too many directorships on the Boards of public enterprises so that he can do 

adequate justice to his role as a Government Director. The directorships held by each Joint 

Secretary could be kept down by having Directors/Deputy Secretaries on the Boards of smaller 

enterprises. Further, the Ministries having a large number of public enterprises could consider 

reducing the number of Under Secretaries and perhaps even Deputy Secretaries and providing 

for an additional Joint Secretary or two to add to efficiency and economy. 

Government have noted this recommendation and are of the view that restricting the number of 

directorships and spreading of the workload of directorships evenly in the administrative 

Ministries by putting Directors and Deputy Secretaries on the Boards of small public enterprises 

was already being followed. However, the administrative Ministries could look into the question 

of their restructuring as suggested by the EARC. 

(v) Clear Demarcation of Powers of decision-making between the Board and the 

Government 

The EARC has recommended that there should be clarity in regard to the powers of decision-

making of the Board and those, which are reserved for the Government. In this context, they 

have mentioned that while on paper and in the Articles of Company such clarity exists, in a very 

large number of cases, informal advice amounting virtually to a directive percolates from the 

administrative Ministries to the public enterprises. In consequence, the Government Directors on 

Boards also tend to be used or considered to be acting as channels of informal control by the 

Ministry. Since functional autonomy of these enterprises is essential for their good performance, 

there should be no vagueness about the areas on which the Boards can take decisions and those 

in which it must seek prior Governmental approval. 

This recommendation has been accepted by the Government and the administrative Ministries 

are requested to review the position in this regard. 

2. BPE may kindly be kept informed of the action taken in regard to the above decisions of the 

Government. 

(BPE O.M. No. 18/1/84-GM dated 19th September, 1984) 

*** 



 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

11. DPE/Guidelines/II(b)/11 

EARC Report on Government and Public Enterprises: Top Management and the Boards—recommendation regarding three years 

term with rotational retirement for part-time non-official Directors. 

In its Report "Government and Public Enterprises: Top Management and the Boards" the Economic Administration Reforms Commission 

recommended as under:– 

"8.7 The practice of part-time non-official Directors retiring at the end of each Annual General Meeting should be discontinued; they should 

be given a spell of three years at a time with rotational retirement". 

2. The above recommendation was considered by the Committee of Secretaries at its meeting held on 25thJune, 1984. The Committee 

accepted the recommendation and suggested that the tenure of three years for part-time non-official Directors should be without prejudice to 

the right of Government to terminate the directorship of the person concerned at any time. It was also suggested that a suitable phraseology 

for the orders of appointment of part-time non-official Directors might be evolved by the Bureau of Public Enterprises keeping in view the 

provisions of the Company Law in their applicability to public sector enterprises, and circulated to all the Ministries. 

3. The concerned administrative Ministries/Departments are requested to advise the public sector undertakings (incorporated under the 

Companies Act 1956) under their administrative control to amend the Articles of Association so as to include a provision for a spell of three 

years at a time with rotational retirement in respect of part-time non-official Directors. The order of appointment of such part-time non-official 

Directors may be issued in accordance with the enclosed copy of order, which has been vetted by the Department of Company Affairs. 

4. As regards statutory organizations, the concerned administrative Ministries/Departments may consider the desirability of incorporating a 

provision in the Statutes/Rules of such organizations for providing a three- year tenure at a time with rotational retirement in respect of part-

time non-official Directors, so as to have an uniform spell of tenure in all public undertakings/statutory organizations. In that event, the 

enclosed copy of the order, as vetted and approved by the Department of Company Affairs, could be utilized, with necessary modifications, 

for appointment of part-time non-official Directors in statutory organizations. 

5. Ministry of Steel & Mines, Ministry of Works & Housing, Ministry of Industry etc., are requested to advise the public sector undertakings 

under their administrative control suitably. A compliance report may kindly be sent to the Bureau of Public Enterprises, Ministry of Finance by 

the 15th February, 1985. 

ENCLOSURE 

Subject: Constitution of Board of Directors of the (Name of Enterprises) 

In exercise of the powers conferred by Article______________________ of the Articles of Association of Name of Company, the President is 

pleased to appoint the following persons as part-time non-official Directors on the Board of Directors of the Name of the Company from 

________________ until further orders, but not exceeding a period of 3 years at a time: 

1. 

2. (Names of Part-time non-official Directors) 

3. 

2. The appointment of the above part-time non-official Directors shall be at the pleasure of the President and shall be subject to such terms 

and conditions as may be deemed fit by the President, from time to time in accordance with the Articles of Association of the company. 

3. The payment of TA/DA and sitting fees to these Directors for attending meetings of the Board of Directors shall be in accordance with the 

instructions on the subject issued by the Bureau of Public Enterprises, Ministry of Finance. 

(BPE O.M. No. 18(6)/84-GM dated 3rd January, 1985) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

12. DPE/Guidelines/II(b)/12 

EARC Report on Government and Public Enterprises: Top Management and the Boards—recommendations regarding three years 

term with rotational retirement for part-time non-official Directors. 

In BPE’s OM of even member dated the 3rd January, 1985 on the subject mentioned above, the administrative Ministries/Departments were 

requested to advise the public enterprises under their administrative control to amend the Memorandum and Articles of Association of the 

enterprise concerned so as to incorporate a provision for a spell of three years at a time with rotational retirement in respect of part-time non-

official Directors. Subsequently some Ministries/ Departments and enterprises have sought clarifications in the matter. These are clarified as 

under: 

(i) Three Year Tenure: 

Presently there is no uniformity in regard to the tenure of part-time non-official Directors and in a large number of enterprises the tenure is 

one year. A tenure of one year is too short a period for a Director to acquaint himself with the affairs of the enterprise before his directorship 

expires. The decision to give a three-year spell to part-time non-official Directors was taken in this background. Accordingly, the tenure of 

part-time non-official Directors may be for a period not exceeding three years commencing from the date of their appointment provided that 

they shall retire on the conclusion of the Third Annual General Meeting during their tenure notwithstanding the fact that the said Third Annual 

General Meeting is held before or after completion of precise three year tenure referred to above. This shall be without prejudice to the right 

of the President to terminate the directorship of the person concerned at any time. The retiring Directors shall be eligible for reappointment. 

The three-year tenure is applicable to part-time non-official Directors only and not to whole-time functional Directors and part-time official 

Directors. 

If the existing Articles of Association do not provide any specific tenure for part-time non-official Directors and the tenure is to be decided by 

the Central Government in each case, then there is no need to amend the Articles of Association. The three-year tenure needs to be 

considered and ensured by the administrative Ministries/Departments by giving a spell of three years at the time of appointment of all such 

Directors. 

(ii)  Rotational retirement 

Rotational retirement is necessary to ensure a degree of continuity of the Board, which is not possible if all the part-time non-official Directors 

were to retire simultaneously. The concept of rotational retirement is explained in Sections 255, 256 and 257 of the Companies Act, 1956. 

But in accordance with the Notification No. G.S.R. 906 dated 30.7.1981 (copy enclosed) these Sections are not applicable to companies in 

which the entire paid up share capital is held by the Government. Hence for the purpose of rotational retirement the public enterprises would 

fall in two categories, namely, (i) enterprises where the entire paid up share capital is held by the Government (including State Governments) 

and (ii) the entire paid up capital is not held by the Government. In the latter case, rotational retirement could be implemented in the manner 

described in Sections 255, 256 and 257 of the Companies Act, 1956. In the cases covered under (i) above, rotational retirement can be 

ensured by phasing the tenure of existing non-official part-time Directors in such a manner that 1/3rd of them would retire in the first year and 

another 1/3rd in the second year and the balance in the third year. Having done this all further appointments would be for a period of three 

years. There is no need to amend the Articles of Association for this purpose. 

The Ministry of Agriculture and Rural Development, etc. are requested to note the above clarifications for their guidance. 

ENCLOSURE 

NOTIFICATION NO: G.S.R. 906 DATED 30.7.1981 

"In pursuance of Notification No. G.S.R. 234 dated the 31st January, 1978 and in exercise of the powers conferred by Clause (a) of sub-

section (1) of Section 620 of the Companies Act, 1956 (1 of 1956) the Central Government has directed that sections 255, 256 and 257 shall 

not apply to: (a) a Government company in which the entire paid up share capital is held by the Central Government or by any State 

Government or partly by the Central Government and partly by one or more State Governments; and (b) a subsidiary of a Government 

company, referred to in clause (a) above, in which the entire paid up share capital is held by that Government company." 

(DPE No. 18(6)/84-GM dated 21st May, 1986) 

*** 



 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

13. DPE/Guidelines/II(b)/13 

Reconstitution of PESB and its Role and Responsibilities 

Public Sector Enterprises (PSEs) under the control of the Central Government play a vital role in 

the development of the national economy. In order to evolve a sound managerial personnel 

policy for the Public Sector Enterprises and, in particular, to advise government on appointments 

to the top management posts, the Government of India constituted a Public Enterprises Selection 

Board (PESB) by a Resolution dated 30th August, 1974. Consequent upon the shift of the 

secretariat of the PESB from the Department of Public Enterprises to the Department of 

Personnel & Training from 9th July, 1986, a comprehensive review of the PESB has been made 

and it has been decided to revise the policy relating to the functions, membership, methodology 

for selection and infra-structure of the Board, as set out below. 

2. Objectives and Functions: The PESB shall, henceforth, function as a professional body with a 

large measure of autonomy. Its functions shall be: 

(i) to be responsible for the selection and placement of personnel in the posts of Chairman, 

Managing Director or Chairman-cum-Managing Director (Level-I), and Functional Director 

(Level-II) in PSEs, as well as in posts at any other level as may be specified by the Government. 

(ii) to advise the Government on matters relating to appointment, confirmation or extension of 

tenure and termination of the services of personnel of the above mentioned levels; 

(iii) to advise the Government on the desired structure at the Board level, and for senior 

management personnel, for each PSE or group of PSEs; 

(iv) to advise the Government on a suitable performance appraisal system for both the PSEs and 

the managerial personnel in such enterprises; 

(v)  to build a data bank containing data relating to the performance of PSEs and its officers; 

(vi) to advise the Government on formulation and enforcement of a Code of Conduct and Ethics 

for managerial personnel in PSEs; 

(vii) to advise the Government on evolving suitable training and development programmes for 

management personnel in PSEs. 



3. Constitution of the Board: The PESB shall consist of one part-time or full-time Chairperson 

and three full-time Members. The Chair-person and Members shall be persons who have had a 

long and distinguished career in management of public or private corporations or public 

administration and have a proven record of achievements, preferably, in the field of personnel, 

finance, production or marketing. The three full time Members of the PESB shall: 

(a)  A distinguished former Chief Executive of a PSE, 

(b)  A distinguished behavioural scientist with experience in selection of top management 

personnel; 

(c)  A distinguished former civil servant with experience in management of PSEs or in areas of 

finance, industry or economic affairs. 

4.1 Selection: A committee comprising the following will recommend a panel of names in order 

of preference for appointments to the posts of Chairperson and Members– 

(a)  Cabinet Secretary 

(b)  Secretary (Personnel) 

(c)  Secretary (Finance) 

(d)  Secretary (Public Enterprises) 

4.2. The recommendations of the Committee will be submitted to the Appointments Committee 

of the Cabinet (ACC). 

5. Tenure and Age Limit: The Chairperson/Member of the PESB shall hold office for a term of 

three years from the date on which he assumes charge or until he attains the age of 65 years, 

whichever is earlier. He shall be eligible for consideration for reappointment for a second term 

subject to the age-limit of 65 years. 

6. Pay and Allowance: Terms and conditions of appointment :- 

(i) The appointment shall be made by the Appointments Committee of the Cabinet (ACC). 

(ii)  The pay of the Chairperson and the Members shall be the same and equal to that of Secretary 

to the Government of India in the revised pay scale. 

(iii) Dearness Allowance and other reliefs on account of increase in the cost of living shall also 

be admissible at the rates determined from time to time by the Government. 



(iv) The other conditions of service including allowances and benefits shall be as determined by 

the Government from time to time. 

7.1 Selection Policy: The PESB shall not be a mere Interview Board. It shall also constitute itself 

into a Search Committee to look out for and identify suitable persons who can be appointed to 

Level-I and Level-II posts in Public Sector Enterprises. 

7.2 The policy of the Government is to appoint through a fair and objective selection procedure 

outstanding professional managers to Level-I and Level-II posts and posts at any other level as 

may be decided by the Government from time to time. Government have also recognized the 

need to develop a cadre of professional managers within the public sector. Hence unless 

markedly better candidates are available from outside, internal candidates, employed in the 

public sector enterprises, will be preferred for appointment to Board level posts. If internal 

candidates are not available, preference will be given to candidates working in other public 

sector enterprises, either in the same area of business or in other areas. Mobility of managerial 

personnel among public sector enterprises within the same sector or group, failing which 

mobility within the public sector as a whole will be encouraged, subject to certain limitations. In 

special cases, recruitment may be made from the organized services under the Central 

Government. Such cases would be where, because of special circumstances, it is necessary to 

place a member of an organized service in a public sector enterprise or where because of the 

nature of the enterprises or its poor health, it would be difficult to attract good professional 

managers on a tenure basis. 

8. This Resolution supersedes the Ministry of Finance (Bureau of Public Enterprises) Resolution 

No. 5(1)/74/BPE(PESB) dated 30th August, 1974 and subsequent amendments thereto except 

things done or committed to be done before such supersession. 

ORDER 

Ordered that the Resolution be published in the Gazette of India Extraordinary, Part-I, Section-I. 

Ordered also that a copy of the Resolution be communicated to all Ministries/Departments of the 

Government of India Public Sector Undertakings, State Governments/Administration of Union 

Territories and all other concerned. 

(DOPT Resolution No. 27(21)-EO/86 (ACC) dated 3rd March, 1987) 

(Below are two amendments to the above Resolution setting up the PESB.) 

DOPT Amendment No.6(9)-EO/89(ACC), dated 6th September, 1989. 

The following proviso of the Resolution No. 27(21)EO/86(ACC), dated the 3rd March, 1987, 

relating to the comprehensive review of the Public Enterprises Selection board published in Part-



I Section I of the Extraordinary Gazette dated 3rd March, 1987 shall be added to paragraph 5 of 

the Resolution to be effective from 3rd March, 1987: 

Provided that in exceptional circumstances, the Chairperson/ Member may be continued beyond 

the age of 65 years for such period not exceeding one year, as may be specified by the 

government. 

DOPT Amendment No. F. 27(8)EO/93(ACC), dated the 2nd September, 1993. 

In partial modification of the Government of India, Ministry of Personnel, Public Grievances & 

Pension (Department of Personnel & Training) Resolution No. 27(21)EO/86(ACC) dated 3rd 

March, 1987, the existing words in sub-clause (b) of Para 3 of this Resolution, shall be replaced 

by: 

A distinquished person with experience in selection of top management personnel. 

DOPT Amendment No. F. 27(18)EO/99(ACC), dated the 19th April, 2000. 

In partial modification of the Government of India, Ministry of Personnel, Public Grievances & 

Pensions (Department of Personnel & Training) Resolution No. 27(21)EO/86(ACC) dated 3rd 

March, 1987, the following replacements/additions shall be made:– 

(i) The existing words in sub-para (a) of para 3 of the Resolution be replaced by the following:– 

“A distinguished serving or former Chief Executive of a Public Sector or Private Sector or Joint 

Sector Enterprises.” 

(ii) The existing words in sub-para (c) of para 3 of the Resolution be replaced by the following:– 

 “A distinguished serving or former Civil Servant with experience in management of Public 

Sector Enterprises or in areas of finance, industry or Economic Affairs.” 

(iii) The following be introduced as a proviso below para 3 of the Resolution:– 

“Provided that the Chairperson or a Member, who on the date of his appointment to the Public 

Enterprises Selection Board was in the service of the Central or a State Government, shall be 

deemed to have retired from such service with effect from the date of his appointment as 

Chairperson or member, as the case may be, of the Public Enterprises Selection Board”. 

(iv) The following be added to the existing Resolution as sub-para 3 of para 7:– 

“In special circumstances, the appointment to a particular post or posts in a Public Sector 

Enterprises may be made other than through the PESB with the prior and specific approval of the 



Appointments Committee of the Cabinet. The Appointments Committee of the Cabinet while 

granting such an approval, will also specify the body such as, Search Committee, Selection 

Committee, or the Civil Services Board, as the case may be, that shall make the selection for that 

particular post or posts, as well as the selection procedure to be followed for filling the particular 

post or posts.” 

(v) The following be added as sub-para 4 of para 7 

“In respect of sick and potentially sick Public Sector Undertakings, the Administrative Secretary 

of the Ministry/ Department concerned, in consultation with the Public Enterprises Selection 

Board and with the approval of the Cabinet Secretary, could take a decision at any stage in the 

process of recruitment to the post of Chairman, Managing Director or Chairman-cum-Managing 

Director of the Public Sector Enterprises, to take a person on deputation from any of the All 

India or Group „A‟ Central Services without insisting on the rule of immediate absorption.” 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

14. DPE/Guidelines/II(b)/14 

Date of Superannuation of full-time Board level appointees in Central Public Enterprises. 

The undersigned is directed to refer to this Department’s O.M. No. 5 (17)/86-BPE dated the 2nd 

June, 1986 on the subject mentioned above wherein it was mentioned that full-time Board level 

appointees in Central Public Enterprises, who are given tenure up to the date of superannuation, 

would retire on the actual date of their superannuation and not on the last day of the month in 

which they superannuate. The Government have reconsidered the matter and it has now been 

decided that full-time Board level appointees in the Central Public Enterprises will retire on the 

last day of the month of their superannuation. This decision will come into force from the date of 

issue of this OM. 

2. All the administrative Ministries are requested to kindly take note of this decision for 

compliance in respect of public enterprises under their administrative control. 

(DPE O.M. No. 18 (6)/89-GM dated 11th April, 1991.) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

15. DPE/Guidelines/II(b)/15 

Date of superannuation of full-time Board level appointees in Central Public Enterprises. 

The undersigned is directed to refer to this Deptt's. OM of even No. dated the 11th April, 1991 

on the subject mentioned above and to say that a doubt has been raised about the date of 

retirement of executives whose date of birth falls on the first day of the month. It is clarified that 

a full-time Board level appointee in the Central Public Enterprises whose date of birth falls on 

the first of the month shall retire from service on the afternoon of the last day of the preceding 

month, on attaining the age of superannuation. 

2. All the administrative Ministries are requested to kindly take note of this while implementing 

the decisions communicated in this Department's. OM refereed to in para 1 above. 

(DPE O.M. No. 18 (6) / 89-GM dated 14th May, 1991) 

*** 

 



CHAPTER II 
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(b) Composition of Board of Directors 

16. DPE/Guidelines/II(b)/16 

Composition of Board of Directors of Public Sector Enterprises. 

The question of Composition of the Board of Directors of PSEs has been considered from time to time and various guidelines have been 

issued in this regard by the Bureau of Public Enterprises. The Members of the Board of PSEs generally consist of the following three 

categories:– 

i. Functional Directors:– These are full time operational Directors responsible for day to day functioning of the enterprise. The 

Economic Administrative Reform Commission (EARC) had recommended that each Board should have an adequate number of 

Functional Directors on it. This was considered by the Govt. and the Bureau of Public Enterprises had issued guidelines in 1984 

that the posts of Director (Finance) and Director (Personnel) be created in all Schedule ‘A’ and Schedule ‘B’ enterprises and on a 

selective basis in Schedule ‘C’ Companies. Apart from these two functions, the enterprises could have representation at Board 

level for other disciplines such as production, marketing, project, planning etc. It is, however, observed that these guidelines are 

not being followed by the Administrative Ministries while constituting the Boards of PSEs. While in some cases the Boards are 

functioning without a single Functional Director, in others there is preponderance of such Directors. 

ii. Government Directors:– These are appointed by the Administrative Ministries and are generally the officers dealing with the 

concerned enterprise. In most cases there are two such Directors on a Board; the Joint Secretary or Additional Secretary dealing 

with particular enterprise and the Financial Adviser of the Ministry. The question of representation of Government Directors on the 

Boards of PSEs was examined by the Arjun Sengupta Committee and following its recommendation, the Bureau of Public 

Enterprises have issued guidelines in 1986 that the Administrative Ministry concerned should not have more than one nominee 

Director on the Board of a PSE. In case of PSEs engaged in trading or dealing with important and exclusive items the number of 

Government Directors could be two. It is, however, noticed that in actual practice the number of Government Directors on the 

Boards of PSEs continues to be large. 

iii. Non-Official Directors:– The induction of Non-Official Directors on the Boards of PSEs has been considered essential by various 

Committees and Commissions in order to make the Boards more professional. They are to be drawn from the public men, 

technocrats, management experts and consultants, and professional managers in industry and trade with a high degree of proven 

ability. The Bureau of Public Enterprises have issued guidelines in 1983 that the number of such Directors on a Board should be 

one-third of its total strength. This input is considered very important as it plays a complementary role in providing professional 

and managerial advice to the Board. It has, however, been the experience that the vacancies of these Directors are not filled up to 

stipulated levels in many enterprises by the Ministries. 

2. The Department of Public Enterprises has recently considered the question of professionalization of the Boards of PSEs in pursuance of 

the New Industrial policy Statement made in the parliament on 24th July, 1991 and it has been decided that the composition of the Boards of 

Directors in PSEs should be broadly on following lines:– 

(A) Functional Directors: 

Every Board should have some full time Functional Directors. The number of such Directors on a Board should not exceed 50% of the actual 

strength of the Board. 

i. In cases where the number of Functional Directors on the Board is more than the 50% of its actual strength (not sanctioned 

strength), Administrative Ministries will immediately undertake a review of the strength of the Board in consultation with 

Department of Public Enterprises and PESB. 

ii. On such Boards where the posts of Functional Directors do not exist, Administrative Ministries will take immediate steps to create 

such posts in accordance with the prescribed guidelines. 

(B) Government Directors: 

The number of the Government Directors on the Board of Directors of an enterprise should not exceed one-sixth of the actual strength of the 

Board. 



i. It will be preferable to have only one Government Director from the concerned Administrative Ministry on each Board. The choice 

of the nominee Director would vest with the Secretary of the concerned Department. 

ii. In case of PSEs where it is considered essential to give representation on the Boards to other concerned Government 

agencies/Ministries/State Governments, only one representation from the Group could also be appointed on the Board as part-

time Government Director. 

iii. The number of Government Directors on a Board should in no case exceed two. 

(C) Non official Directors : 

i. The number of Non-Official Part-time Directors on a Board should be at least one-third of its actual strength. Wherever there is 

under representation of such Directors on the Board the concerned Ministries should take immediate steps to fill up the vacancies 

to stipulated level. 

ii. A Panel of suitable persons who could be considered for appointment as Non-Official Part-Time Director on the Boards of PSEs 

will be maintained centrally by Department of Public Enterprises. This Panel will be prepared in consultation with PESB and the 

Secretary of the concerned Administrative Ministry. 

3. All Ministries/Departments concerned with Public Sector Enterprises are requested to strictly adhere to above guidelines in the 

composition of the Boards of Directors in respect of PSEs under their administrative control. 

(DPE O.M. No. 18 (6)/91-GM dated 16th March, 1992.) 

(Guidelines issued on the same subject matter is reproduced below.) 

DPE O.M. No. 18 (6)/91-DPE (GM) dated 13th November, 1995. 

Composition of Board of Directors of Public Sector Enterprises. 

Reference is invited to this Department’s O.M. of even number dated the 16th March, 1992 on the above mentioned subject. In para 2 (B) (ii) 

of the said O.M., it was, inter-alia, mentioned that the choice of the Nominee Director would vest with the Secretary of the concerned 

Department. The matter was reconsidered in this Department and it has now been decided that the choice of the Nominee Director would 

vest with the administrative Ministry of the concerned Department. 

2. All Ministries/Departments concerned with Public Sector Enterprises are requested to take note of the above decision and follow the same 

at the time of composition of Board of Directors of PSEs under their administrative control. 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

17. DPE/Guidelines/II(b)/17 

Composition of Board of Directors of Public Sector Enterprises. 

The undersigned is directed to say that the Department Related Parliamentary Standing Committee on Industry, in its 17th Report on 

"Industrialization of Backward Areas and the state of Capital Goods Sector, has made the following observations/recommendations: 

"The Committee has also noticed that post of Chief Executive in many of the PSUs including Director level posts have been lying vacant for 

months and these undertakings are being looked after by the Joint Secretaries of the Ministry as additional charge. The perception of the 

experts and skilled professionals and that of the bureaucrats is always different, as a result, growth of the companies and their 

competitiveness is being compromised. If the public sector has to be made commercially viable and strive towards excellence, it is necessary 

that immediate steps should be taken to delink the bureaucracy from professional jobs". 

2. The above observations/recommendations were considered in the Government and it has been decided that temporary vacancies of 

Chairman and Managing Directors of public enterprises may be filled in by giving officiating charge to the senior most Functional Director on 

the Board of the concerned enterprise. In case a Public Sector Undertaking does not have a post of Functional Director on its Board, 

necessary steps to implement the decisions contained in DPE O.M. NO. 18(6)/91-GM dated 16.3.1992 wherein it was indicated that every 

board should have some Functional Directors whose number could be upto 50% of the actual strength may be taken. 

3. All the administrative Ministries/Departments are requested to follow the above decisions and take action accordingly. 

(DPE O.M. No. 18(5)/96-GM dated 10th October, 1996) 

*** 

 



CHAPTER II 
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(b) Composition of Board of Directors 

20. DPE/Guidelines/II(b)/20 

Appointment of non-official part-time Directors in Navratna and Miniratna PSEs—Procedure regarding. 

Reference: (1) O.M. No. DPE/11(2)/97-FIN dated the 22nd July, 1997. Subject—Turning selected Public Sector Enterprises into Global 

Giants – Restructuring of the Boards – Setting up of a Search Committee for selection of non-official part-time Directors. 

Reference: (2) O.M. No. DPE/11/36/97-FIN dated the 9th October, 1997. Subject—Financial and Operational Autonomy for Profit Making 

Enterprises (Miniratnas)—Restructuring of the Boards. 

The undersigned is directed to refer to this Department’s OMs cited above and to state that in regard to the professionalization of the Boards 

of profit making PSEs known now as Navratna and Miniratna, the Government has decided that appointment of non-official part-time 

Directors on the Boards of schedule ‘A’ & schedule ‘B’ Navratnas or Miniratna PSEs as the case may be, shall be made by the administrative 

Ministry/Department concerned from out of a panel recommended by the Search Committee constituted in the above OMs with the approval 

of the Appointments Committee of Cabinet as per the provisions of Government of India (Transaction of Business) Rules, 1961, as amended 

from time to time. 

(DPE O.M. No. 18(1)/98-DPE(GM)-GL-007 dated 1st July, 1998) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

22. DPE/Guidelines/II(b)/22 

Time limit for board level appointees to joining posts in PSUs. 

The existing guidelines relating to appointments to Board level posts in PSUs do not prescribe 

any time limit for an appointee to join the post with the result that the posts remain vacant for a 

long time even after the selection process is completed. The Government has reviewed the 

position and it has been decided that a time limit of three months from the date of issuance of 

offer of appointment could be prescribed for an appointee to join the post failing which he would 

be debarred from being considered for board level posts in any PSU. An indication about this 

may be incorporated in the offer of appointment. Names of appointees who fail to join the posts 

within the prescribed time limit will be reported to the Establishment Officer and Secretary, 

PESB by the concerned administrative Ministry/Department. 

2. All the administrative Ministries/Departments are requested to take note of the above decision 

for compliance. 

(DPE O.M. No. 18(21)/98-GM dated 8th December, 1998) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

23. DPE/Guidelines/II(b)/23 

Review of performance of board level appointees at the end of the first year. 

As per existing guidelines on top posts in Public Enterprises, issued vide BPE O.M. No.5(24)/77-

(PESB) dated the 5th August, 1977, the performance of Board level appointees is required to be 

reviewed at the end of the first year before confirming the remaining part of the tenure. It was 

further provided in O.M. No. 5(24)/77-(PESB) dated 19.9.78 that the administrative Ministries 

should communicate to the appointee by a separate confidential letter that his performance would 

be reviewed by the Government at the end of the first year. 

2. The manner in which the clause relating to the review of performance at the end of the first 

year, is to be communicated to the appointee, has been reviewed and it has now been decided 

that a clause to this effect shall be incorporated in the terms and conditions of appointment 

instead of communicating it through a separate letter. 

3. All the administrative Ministries/Departments are therefore, requested to include a clause in 

the terms and conditions of appointment of Chief Executives and functional Directors in Public 

Enterprises to the effect that ‘after the expiry of the first year, the performance of the executive 

will be reviewed to enable the Government to take a view regarding continuance or otherwise of 

the balance period of the tenure’. 

(DPE O.M. No. 18(23)/98-GM dated 28th December, 1998) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

24. DPE/Guidelines/II(b)/24 

Cut-off age for board level appointments in Central Public Sector Enterprises. 

As per DOPT guidelines No.27(3)-EO/84(ACC) dated 20.2.1984 and reiterated in 

No.23(5)EO/92(ACC) dated May, 1992, candidates for interview by PSEB, for Board level 

appointments in PSUs, should not exceed 56 years of age. Consequent upon the enhancement of 

the age of retirement of board level appointees from 58 to 60 years, the issue as to whether the 

cut-off age for selection for board level appointments would require a modification was 

considered by the Government and the following decisions have been taken: 

(a) The upper age limit for consideration for a board level post will be 58 years for all 

executives, whether internal or external, with effect from the date of issue of this OM. 

(b) PESB selections so far made after 31.5.98, by giving relaxation in the upper age limit unto 58 

years to internal candidates shall be reviewed, by excluding such candidates since ACC’s 

approval to relaxation in upper age limit up to 58 years was not available to candidates whether 

internal or external, at the time of making those selections. 

(c) The cut-off date for deciding the eligibility of the candidates, will be the date of occurrence of 

the vacancy. However, in case where selection is required to be made again by the PESB, for 

reasons like rejection of the panel by the ACC or the selected candidates not joining, then in such 

cases, the crucial date will be the date on which the panel is rejected by the ACC. 

2. All the Administrative Ministries/Departments are requested to kindly take note of the above 

decisions for guidance and necessary action. 

(DPE O.M. No. 18/6/98-DPE(GM) dated 3rd February, 1999) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

25. DPE/Guidelines/II(b)/25 

Appointment of non-official part-time Directors on the Boards of Public Sector Undertakings. 

The undersigned is directed to refer to this Department’s O.M. No. 18(6)/91-GM dated 16.3.92 wherein detailed instructions regarding 

composition of Board of Directors of Public Enterprises were issued. Among other things, it was mentioned therein that every Board should 

have some non-official part-time Directors whose number should be at least 1/3rd of its actual strength. Further, the non-official part-time 

Directors are to be appointed from a panel prepared by DPE in consultation with PESB and the administrative Ministry/Department 

concerned. Non-official Directors are to be drawn from the public men, technocrates, management experts and consultants, and professional 

managers in industry and trade with a high degree of proven ability. 

2. Proposals for appointment of non-official part-time Directors are initiated by the concerned administrative Ministry and these are processed 

in DPE in consultation with PESB for preparation of the panel. However, it has been observed that the proposals received from 

administrative Ministry/Department do not contain all necessary information with the result that avoidable delays take place in processing 

them. In order to obviate delays and enable this Department to process such proposals quickly, all the administrative Ministries/Departments 

are requested to furnish the following particulars/information/ documents while forwarding proposals to this department: 

(i) The provisions in the Articles of Association of the PSE concerned regarding appointment of Directors and the minimum and maximum 

number of Directors provided therein. 

(ii) a) The present composition of the Board with category-wise list of (i) full time Directors, (ii) part-time official Directors and iii) part-time 

non-official Directors. 

b) The details of non-official part-time Directors appointed during the past 5 years. 

(iii) Whether the present composition is in accordance with the norms laid down in the DPE O.M. No. 18(6)/91-GM dated 16.3.92. If not, 

details of proposals for rectifying it. 

(iv) a) Number of non-official Directors proposed to be appointed. 

b) The names and complete bio-data of the persons to be considered for appointment. The bio-data should contain the full name and 

address, date of birth (not age only), educational qualifications, experience, positions held in the past, areas of specialization, directorship 

held in other companies, etc. 

c) Indicate whether the background and experience of each person recommended would not only help in professionalising the Board of the 

concerned PSE but would also be relevant to its functioning with particular regard to its needs and requirements. 

d) The reasons/justifications for recommending the persons should be clearly spelt out. 

3. The number of persons proposed should normally be at least three times the number of non-official Directors to be appointed. Further, 

there should be a good-mix of professionals with expertise in different fields like finance, marketing, management, industry and trade, 

administration, academic, research & consultancy, etc. relevant to the functioning of the PSU with particular regard to its needs and 

requirements. 

4. All the administrative Ministries/Departments are requested to kindly ensure that the proposals sent to DPE incorporate all the points 

mentioned above and are complete in all respects. 

(DPE O.M. No.18(4)/99-GM dated 15th February, 1999) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

26. DPE/Guidelines/II(b)/26 

Reimbursement of return air/rail fare to candidates called for selection by Public Enterprises Selection Board. 

The undersigned is directed to refer to this Department’s O.M. No. 16/72/82-GM.II dated 8th March, 1983 on the subject mentioned above, 

which was cancelled vide this Department’s O.M. No. 20(5)/95-DPE(GM) dated 10th December, 1997 and to state that with the cancellation 

of the above mentioned OM, Public Sector Enterprises have expressed difficulties in regularising reimbursement of travel expenses of 

candidates called for interview by Public Enterprises Selection Board (PESB) for various top level posts in public enterprises. The position 

was reviewed and after careful consideration, it has been decided to restore this Department's OM dated 8th March, 1983 with the following 

modifications: 

a) Candidates from Government/Public Enterprises may be treated as on duty/as on tour and could claim TA from their respective 

Organizations. This could be reimbursed by the public enterprise for which the recruitment has been done on a claim preferred by the 

candidate’s organization. 

b) Candidates from private sector could be reimbursed their actual air/rail fare and an amount towards board, lodge and transport expenses 

admissible to the executives of PSEs of one step below the level of the post for which the interview is being held. The candidates may claim 

these expenses from the respective PSEs on a certificate to be given by the PESB at the time of interview. 

2. All the administrative Ministries are requested to kindly issue necessary instructions to the public sector undertakings under their 

administrative control. 

(DPE O.M. No. 18/19/98-GL-016/DPE(GM) dated 11th March, 1999) 

*** 

CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

26. DPE/Guidelines/II(b)/26 

Reimbursement of return air/rail fare to candidates called for selection by Public Enterprises Selection Board. 

The undersigned is directed to refer to this Department’s O.M. No. 16/72/82-GM.II dated 8th March, 1983 on the subject mentioned above, 

which was cancelled vide this Department’s O.M. No. 20(5)/95-DPE(GM) dated 10th December, 1997 and to state that with the cancellation 

of the above mentioned OM, Public Sector Enterprises have expressed difficulties in regularising reimbursement of travel expenses of 

candidates called for interview by Public Enterprises Selection Board (PESB) for various top level posts in public enterprises. The position 

was reviewed and after careful consideration, it has been decided to restore this Department's OM dated 8th March, 1983 with the following 

modifications: 

a) Candidates from Government/Public Enterprises may be treated as on duty/as on tour and could claim TA from their respective 

Organizations. This could be reimbursed by the public enterprise for which the recruitment has been done on a claim preferred by the 

candidate’s organization. 

b) Candidates from private sector could be reimbursed their actual air/rail fare and an amount towards board, lodge and transport expenses 

admissible to the executives of PSEs of one step below the level of the post for which the interview is being held. The candidates may claim 

these expenses from the respective PSEs on a certificate to be given by the PESB at the time of interview. 

2. All the administrative Ministries are requested to kindly issue necessary instructions to the public sector undertakings under their 

administrative control. 

(DPE O.M. No. 18/19/98-GL-016/DPE(GM) dated 11th March, 1999) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

26. DPE/Guidelines/II(b)/26 

Reimbursement of return air/rail fare to candidates called for selection by Public Enterprises Selection Board. 

The undersigned is directed to refer to this Department’s O.M. No. 16/72/82-GM.II dated 8th March, 1983 on the subject mentioned above, 

which was cancelled vide this Department’s O.M. No. 20(5)/95-DPE(GM) dated 10th December, 1997 and to state that with the cancellation 

of the above mentioned OM, Public Sector Enterprises have expressed difficulties in regularising reimbursement of travel expenses of 

candidates called for interview by Public Enterprises Selection Board (PESB) for various top level posts in public enterprises. The position 

was reviewed and after careful consideration, it has been decided to restore this Department's OM dated 8th March, 1983 with the following 

modifications: 

a) Candidates from Government/Public Enterprises may be treated as on duty/as on tour and could claim TA from their respective 

Organizations. This could be reimbursed by the public enterprise for which the recruitment has been done on a claim preferred by the 

candidate’s organization. 

b) Candidates from private sector could be reimbursed their actual air/rail fare and an amount towards board, lodge and transport expenses 

admissible to the executives of PSEs of one step below the level of the post for which the interview is being held. The candidates may claim 

these expenses from the respective PSEs on a certificate to be given by the PESB at the time of interview. 

2. All the administrative Ministries are requested to kindly issue necessary instructions to the public sector undertakings under their 

administrative control. 

(DPE O.M. No. 18/19/98-GL-016/DPE(GM) dated 11th March, 1999) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

27. DPE/Guidelines/II(b)/27 

Composition of Board of Directors of Public Sector Enterprises 

The undersigned is directed to refer to this Department’s O.M. No. 18(6)/91-GM dated 16.3.92 

on the subject mentioned above wherein it was, inter-alia, mentioned that the number of 

Government Directors on the Board of Directors of an Enterprise should not exceed 1/6th of the 

actual strength of the Board and that the number of such Directors should in no case exceed two. 

The Committee on Public Undertakings (1998-99) in its fourth Report on “Senior level posts in 

public undertakings—Appointment and related matters” has expressed strong displeasure over 

the deviations in this regard in some of the undertakings. The Committee has desired that the 

number of Government Directors should be brought down within the prescribed limit. 

All the administrative Ministries/Department are requested to review the existing composition of 

the Board of Directors of PSUs under their administrative control and bring down the number of 

Government Directors with in the limits prescribed in this Department’s O.M. referred to in para 

1 above. Action taken in this regard may kindly be intimated to this Department early. 

(DPE O.M. No. 2(19)/99-GM dated 25th January, 2000) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

29. DPE/Guidelines/II(b)/29 

Composition of Board of Directors of Public Sector Undertakings. 

According to the existing policy, as contained in this Department's O.M. No. 18(6)/91-GM dated 16.3.1992, the Board of Directors of Public 

Sector Undertakings should consist of (i) Full time Functional Directors whose number should not exceed 50% of the actual strength of the 

Board; (ii) Government Directors whose number should not exceed one-sixth of the actual strength of the Board subject to the condition that 

in no case the number should exceed two; and (iii) Non-official part-time Directors whose number should be at least one-third of the actual 

strength of the Board. 

2. The Securities & Exchange Board of India (SEBI) has issued guidelines regarding Listing Agreements with Stock Exchanges, which 

include a new Clause 49 on Corporate Governance, an extract of which is enclosed (Annexure-I). It provides that in the cases of companies 

with non-Executive Chairmen at least one-third of the Board should comprise Independent Directors and in the cases of companies with 

Executive Chairmen at least half of the Board should comprise Independent Directors. The definition of Independent Directors is also given 

under the Clause 49. The SEBI has clarified that in the case of Public Sector Undertakings the Government nominee Directors cannot be 

considered as Independent Directors for the purpose of constitution of Board of Directors. The SEBI has, however, subsequently agreed that 

the nominees of Financial Institutions would be treated as Independent Directors for listed public sector companies. A schedule of 

implementation is also enclosed (Annexure-II). 

3. As all listed companies including PSUs have to comply with the SEBI guidelines, there may be a need to reconstitute the Boards of 

Directors of some of the listed PSUs so that the requisite number of Independent Directors is inducted in order to avoid de-listing. 

4. All the administrative Ministries/Departments are, therefore, requested to take appropriate action, if not already taken, to reconstitute the 

Board of Directors of listed PSEs in accordance with the SEBI guidelines within the time schedule prescribed. In case there is a need to 

increase the maximum number of Directors permissible under the Articles of Association, the respective PSEs may be advised to take steps 

to amend the relevant Article suitably. 

(DPE O.M. No. 18(6)/2000-GM dated 26th November, 2001) 

ANNEXURE-I 

CLAUSE 49: CORPORATE GOVERNANCE 

I. Board of Directors 

A. The company agrees that the board of directors of the company shall have an optimum combination of executive and non-executive 

directors with not less than fifty percent of the board of directors comprising of non-executive directors. The number of independent directors 

would depend whether the Chairman is executive or non-executive. In case of a non-executive chairman, at least one-third of board should 

comprise of independent directors and in case of an executive chairman, at least half of board should comprise of independent directors. 

Explanation: For the purpose of this clause the expression ‘independent directors’ means directors who apart from receiving director’s 

remuneration, do not have any other material pecuniary relationship or transactions with the company, its promoters, its management or its 

subsidiaries, which in judgement of the board may affect independence of judgement of the director. Except in the case of government 

companies, institutional directors on the boards of companies should be considered as independent directors whether the institution is an 

investing institution or a lending institution. 

B. The company agrees that all pecuniary relationship or transactions of the non-executive directors vis-a-vis. the company should be 

disclosed in the Annual Report. 

ANNEXURE-II 
SCHEDULE OF IMPLEMENTATION 

The above amendments to the listing agreement have to be implementation as per schedule of implementation given below:- 

q By all entities seeking listing for the first time, at the time of listing. 

q Within financial year 2000-2001, but not later than March 31, 2001 by all entities, which are included either in Group 'A' of the BSE or in 

S&P CNX Nifty index as on January 1, 2000. However to comply with the recommendations, these companies may have to begin the 

process of implementation as early as possible. 



q Within financial year 2001-2002, but not later than March 31, 2002 by all the entities which are presently listed, with paid up share capital of 

Rs.10/- crore and above, or networth of Rs.25 crore or more any time in the history of the company. 

q Within financial year 2002-2003, but not later than March 31, 2003 by all other entities, which are presently listed, with paid up share capital 

of Rs.3 crore and above. 

q As regards the non-mandatory requirement given in Annexure-3, they shall be implemented as per the discretion of the company. 

However, the disclosures of the adoption/non-adoption of the non-mandatory requirements shall be made in the section on corporate 

governance of the Annual Report. 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

30. DPE/Guidelines/II(b)/30 

Role of Government Directors on the Boards of Public Enterprises. 

The undersigned is directed to say that instructions on various matters relating to the organization/ functioning of the Boards of Public Sector 

Enterprises (PSEs) were issued vide BPE O.M. No.18/1/84-GM dated 19.9.1984. The role of Government Directors on the Boards of PSEs 

were spelt out in these instructions. The relevant portion is reproduced below:- 

“Role of Government Directors 

The EARC are of the view that the association of Government officials with the Boards of Public Enterprises can be of advantage as this 

provides for a liaison role and a channel of communication between Government and the Public Enterprises. They have also emphasized 

that the dual role of a Government Director should be clearly recognized—as a Director of the company and as a representative of the 

Government. He should be allowed to function freely and use his own judgement without any formalised briefing by the Ministry before a 

Board meeting with discretion whether to seek a briefing or make a report. The Government Director should identify himself with the objects 

and goals of the enterprise, engage in joint thinking on equal terms and not assume a superior status. He should not reserve his position on 

matters before the Board. However, others on the Board should not expect him to commit the Government in respect of matters, which 

require to be referred to the Government. In all subsequent examination of the Board approved proposals, his role should be mainly 

elucidatory and he should not sit in judgement over the Board. Reference to the Ministry for approval, sanction etc. should be addressed to 

the Government representative on the Board whose responsibility should be to process the matter and obtain the necessary Government 

approval promptly. 

The Government have accepted these recommendations and the administrative Ministries may kindly brief the Government Directors on the 

Boards of their Undertakings suitably.” 

2. These instructions are once again brought to the notice of the administrative Ministries/Departments for information and guidance. 

(DPE O.M. No. 18(24)/2003-GM-GL-49 dated 4th December, 2003) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

31. DPE/Guidelines/II(b)/31 

Policy regarding date of upgradation of pay scales of Board level executives of PSUs consequent upon the upgradation of the 

PSU. 

The Public Sector Undertakings are categorized into four schedules, namely, A, B, C and D. The schedule of a PSE is sometimes upgraded 

on the basis of criteria laid down for this purpose. The question as to the date from which the upgradation of the pay scales of the incumbent 

Board level functionary should take effect as a consequence of the upgradation of the schedule of the PSU concerned has been under 

consideration of the Government for some time. 

2. As per the extant instructions on the subject, the approval of the Appointments Committee of the Cabinet is required for making 

appointments to the posts of Chairman and other Members of the Board of Management (including the Managing Director and Financial 

Adviser, if the Financial Adviser is a Member of the Board of Management) of Schedule ‘A’ and ‘B’ State owned public corporations, 

companies or enterprises, except where such appointment is made on ex-officio basis by the Government. The powers for making 

appointments to the Board level posts in Schedule ‘C’ and ‘D’ PSUs have been delegated to the administrative Ministries/Departments 

provided such appointments are strictly in accordance with the recommendations of the Public Enterprises Selection Board.   

3. All decisions of the Appointments Committee of the Cabinet have prospective effect unless otherwise specified therein. Therefore, it has 

been decided that the date of order of ACC in respect of upgradation of an officer should be the relevant date for allowing the higher scale of 

pay to him. In the cases of Schedule ‘C’ and ‘D’ PSUs, the date of approval of the PESB recommendations by the competent authority in the 

administrative Ministry/Department concerned would be the relevant date for allowing the higher scale of pay. 

(DPE O.M. No. 9(10)/92-GM-GL-51 dated 18th December, 2003) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

33. DPE/Guidelines/II(b)/33 

Procedure for selection to Board level posts in PSUs. 

As the administrative Ministries/Departments are aware, the Public Enterprises Selection Board (PESB) normally recommends two names in 

order of merit for Board level posts in public sector undertakings that fall within the selection purview of PESB. The second name is 

recommended in order to obviate the necessity of going through the selection process all over again in case the person at S. No. 1 is not 

available owing to lack of vigilance clearance or any other reason. 

2. It has now been decided that henceforth PESB will recommend only one name for each vacant post. 

3. All the administrative Ministries/Departments may kindly note the above decision for guidance and information. 

(DPE O.M. No. 18(26)/2004-GM-GL-60 dated 10th November, 2004) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

34. DPE/Guidelines/II(b)/34 

Holding Board meetings of Central Public Sector Enterprises (CPSEs) at Headquarters 

It has been brought to the notice of the Government that some Central Public Sector Enterprises particularly those which are located in the 

North-East are holding their Board meetings and other Sub-Committee meetings in places like Delhi, Kolkata, Mumbai, etc. Very rarely are 

these meetings held at the Headquarters of the PSE concerned. It has also been pointed out that this has created resentment amongst the 

employees of the PSE concerned. Further, the Board of Directors is deprived of exposure to field organisations. 

2. The matter has been examined in the Government and it has been decided that normally the meetings of the Board and Sub-Committees 

of the Board should be held at the Headquarters of the CPSE concerned. There should, however, be no objection in holding the meetings at 

the Unit Headquarters of the company also as it would give an opportunity to the Directors to acquaint themselves with the working of 

different Divisions/Units of the company. If the meeting is to be held in any place other than the Headquarters of the PSE or the Unit 

Headquarters, the reasons for doing so should be recorded in writing. 

3. All the administrative Ministries/Departments are requested to take note of the above decision and also to advise the PSEs under their 

administrative control to ensure that the above decision are followed. 

(DPE OM No.18(17)/2005-GM –GL63 dated the 18th July, 2005) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

35. DPE/Guidelines/II(b)/35 

Procedure to be observed for Board level appointments for CPSEs requiring approval of 

ACC. 

The undersigned is directed to invite a reference to the Department of Personnel & Training 

(DOPT) O.M. No. 26(3)/EO/2004-ACC dated 17.8.2005 in which detailed guidelines on the 

subject mentioned above have been issued. The guidelines in so far as they relate to the 

appointments in Central Public Sector Enterprises, are reproduced in the subsequent paras. 

2. Whenever personnel related schemes or policies are under review, proposals under that 

scheme or policies should continue to be processed under the existing rules and regulations till 

such time amendments are actually approved by the ACC. However, such amendments should be 

carried out within 6 months of the directions of the ACC. In case the process of amendments of 

the Policies/Schemes/Rules goes beyond this time period the concerned Ministry/Department 

would have to explain date wise steps taken for finalisation of the Rules. 

3. (a) In respect of Board level appointments in PSEs, defined time-frame was circulated to all 

Ministries/Departments vide O.M. No.27(12)EO/94(ACC) dated 30th July, 1999. These 

instructions were subsequently modified vide O.M. No.27(12)/EO/94(ACC) dated 22.12.99 to 

increase the time period from 6 months to 12 months, for initiating action for filling up of Board 

level vacancies. Despite these instructions in force, some Board level appointments continue to 

get delayed either on account of delays in obtaining vigilance clearance/court cases/ineligibility, 

etc. Hence, it may be desirable to initiate action at least 2 years in advance of the date of 

occurrence of the vacancy with a stipulation that the PESB recommendations in respect of such 

Board level vacancies should be made at least 6 months in advance of the date of vacancy and, 

therefore, the same should be sent to the Ministry concerned, for completing other formalities. 

(b) For extension of tenure of Board level appointees, extant instructions as contained in Cabinet 

Secretary’s D.O. No. 27(18)EO/86-ACC dated 17.12.1986 provide that extension proposals 

should be initiated four months in advance of the date of vacancy. It has now been decided that 

in case of proposals for extension of Board level appointments action should be initiated one 

year in advance of the date of occurrence of the vacancy so as to ensure that proposals are 

submitted two months in advance, for consideration of the ACC. 

4. The ACC has delegated its power for entrusting additional charge arrangement in all 

scheduled PSEs, to the respective Ministries up to three months from the date of vacancy with 



the approval of Minister-in-charge and proposals for additional charge beyond three months up 

to a maximum of six months should be submitted to the Establishment Officer for obtaining 

approval of the competent authority. The delegation to the Ministries/Departments, as above is 

subject to the following: 

a) additional charge of the post of CMD is assigned only to the senior-most functional Director 

in the PSE; 

b) the officer is clear from vigilance angle; 

c) timely action has been taken to fill up the vacancy and the position is brought out in the 

proposal seeking additional charge; 

d) any deviation from the above would require ACC approval; 

e) the above delegation shall not apply to companies referred to BIFR. The proposals in this 

regard, for entrusting additional charge may continue to be sent to the Establishment Officer for 

obtaining approval of the competent authority. 

f) The proposals other than those delegated in the preceding sub-paras may be submitted to the 

EO who would arrange to get the formal orders issued with the approval of the competent 

authority. 

5. The ACC has directed that the current charge arrangements beyond three months be totally 

dispensed with and full additional charge be considered in such cases. The current charge 

arrangements has been allowed to the Ministries upto three months with the approval of the 

Minister-in-Charge. In so far as PSEs are concerned, there should not be any occasion to give 

current charge of a post of functional Director; the same should automatically vest in the CMD 

and, in case of a post of CMD, the same should be entrusted to the senior most functional 

Director, as per the extant orders. However, this may exclude BIFR referred Companies, as in 

sub-para 4 (e) above. 

6. The ACC, after carefully reviewing the entire ACC approval process, has approved the above 

guidelines. Administrative Ministries/Departments are therefore requested to take note of the 

above guidelines approved by ACC for strict compliance by all concerned. Receipt of this O.M. 

may be acknowledged. 

(DPE O.M. No. 18(23)/2005-GM-GL-70 dated 27th September, 2005) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

36. DPE/Guidelines/II(b)/36 

Cut-off age for Board level appointments in Central Public Sector Enterprises 

The undersigned is directed to refer to this Department’s OM of even number dated 3.2.1999 and OM No.18(10)/99-GM-GL-33 dated 

22.8.2001 on the subject mentioned above wherein the decision of the Government that candidates for interview by PESB for Board level 

appointments in PSEs should not exceed 58 years of age where the age of retirement is 60 and 56 years in the  cases where age  of 

retirement is 58 years. 

2. The Government has further considered the matter and, in modification to the above mentioned OMs, has decided as under :- 

(i) (i) The cut-off age for external candidates for consideration for Board level posts in Public Sector Enterprises should be a minimum of 

three years service left (on the date of occurrence of vacancy) with reference to superannuation age applicable in the PSE against which the 

candidate is being considered, and 

(ii) (ii) For internal candidates, the residual service condition would continue to be two years. 

3. All the administrative Ministries/Departments are requested to kindly take note of the above decision for guidance and necessary action. 

(DPE OM No. 18(6)/98-GM-GL-72 dated the 20th October, 2005) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

36. DPE/Guidelines/II(b)/36 

Cut-off age for Board level appointments in Central Public Sector Enterprises 

The undersigned is directed to refer to this Department’s OM of even number dated 3.2.1999 and OM No.18(10)/99-GM-GL-33 dated 

22.8.2001 on the subject mentioned above wherein the decision of the Government that candidates for interview by PESB for Board level 

appointments in PSEs should not exceed 58 years of age where the age of retirement is 60 and 56 years in the  cases where age  of 

retirement is 58 years. 

2. The Government has further considered the matter and, in modification to the above mentioned OMs, has decided as under :- 

(i) (i) The cut-off age for external candidates for consideration for Board level posts in Public Sector Enterprises should be a minimum of 

three years service left (on the date of occurrence of vacancy) with reference to superannuation age applicable in the PSE against which the 

candidate is being considered, and 

(ii) (ii) For internal candidates, the residual service condition would continue to be two years. 

3. All the administrative Ministries/Departments are requested to kindly take note of the above decision for guidance and necessary action. 

(DPE OM No. 18(6)/98-GM-GL-72 dated the 20th October, 2005) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

37. DPE/Guidelines/II(b)/37 

Time limit for Board level appointees to join posts in PSEs. 

The undersigned is directed to refer to this Department’s O.M. of even number dated 8.12.1998 wherein a time limit of three months from the 

date of issuance of offer of appointment was prescribed for an appointee to join the Board level post, failing which he would be debarred from 

being considered for Board level posts in any PSE. A clause to this effect was to be incorporated in the offer of appointment. 

2. The Government have reconsidered the matter and it has now been decided that a candidate who does not join a Board level post after 

being selected, shall be debarred for a period of two years from the date of offer of appointment, from being considered for Board level posts 

in any PSE. The debarment would be applicable to all PSEs other than the one to which the candidate belongs. 

3. An indication to this effect may be incorporated in the offer of appointment. Names of appointees who fail to join the posts within the 

prescribed time limit will be reported to the Establishment Officer and Secretary, PESB by the concerned administrative Ministry/Department. 

4. All the administrative Ministries/Departments are requested to take note of the above decision and also bring it to the notice of the PSEs 

under their administrative control. 

(DPE OM No. 18(21)/98-GM-GL-73 dated 20th October, 2005) 

*** 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

40. DPE/Guidelines/II(b)/40 

Enhancement of age of retirement of Board and below Board level employees of profit earning Central Public Sector Enterprises 

(CPSEs). 

The Government had taken a decision to increase the age of retirement from 58 to 60 years of Board level and below Board level employees 

of Central Public Sector Enterprises (CPSEs) in May 1998.  In May 2000, sick/unviable CPSEs were permitted to roll back the age of 

retirement from 60 to 58 years with the approval of the Cabinet. Subsequently in August 2001, the Cabinet delegated the authority to 

Minister-in-charge to approve proposals for roll back of age of retirement from 60 to 58 years for all CPSEs and all categories of employees, 

which are duly approved by their Board of Directors. This decision was reviewed in April 2005 and it was decided that the power for roll back 

of age of retirement of all categories of employees of CPSEs would thereafter vest with the Cabinet. 

2. In the meantime, several sick CPSEs have started making profit and these CPSEs have requested for enhancement of age of retirement 

of its employees from 58 to 60 years.  The matter has further been reviewed by the Government and it has now been decided that the 

Minister-in-charge of the administrative Ministry/ Department concerned is empowered to approve the proposals of CPSEs to enhance the 

age of retirement from 58  to 60 years, provided that- 

(a) The CPSE concerned should as per its audited annual accounts have made net profits for the last 3 years continuously and should have 

a positive net worth during the last three years. 

(b)The CPSE has not availed any budgetary support during the last 3 years and no budgetary support will be availed by the CPSE in future. 

(c) The proposals are approved by the Board of Directors of the CPSE concerned and have the concurrence of Financial Advisor of the 

concerned administrative Ministry/Department. 

3. All the administrative Ministries/Departments are requested to take note of the above decision and to advise the CPSEs under their 

administrative control suitably in the matter. 

(DPE OM No. 18(1)/2007-GM-GL-80 dated 20th April, 2007) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

41. DPE/Guidelines/II(b)/41 

Enhancement of age of retirement of Board and below Board level employees of profit 

earning Central Public Sector Enterprises (CPSEs). 

The undersigned is directed to refer this Department’s O.M. No. 18(1)/2007-GM-GL-80 dated 

20th April, 2007 on the subject mentioned above. 

2. The Government has further considered the matter and the condition relating to budgetary 

support [para 2(b) of above mentioned O.M. dated 20th April, 2007] has been modified. 

3. Budgetary support would now mean support for “non-plan expenditure for salary, wages, 

payment of statutory dues, payment for Voluntary Retirement/Separations Schemes (VRS/VSS) 

and payment to meet cash losses”.   

4. Other provisions as mentioned in O.M. dated 20th April, 2007 will remain unchanged. 

5. All the administrative Ministries/Departments are requested to take note of the above decision 

and to advise the CPSEs under their administrative control suitably in the matter. 

(DPE OM No. 18(1)/2007-GM-GL-87 dated the 19th July, 2007) 

*** 

 

 



CHAPTER II 
PERSONNEL POLICIES 

(b) Composition of Board of Directors 

42. DPE/Guidelines/II(b)/42 

Appointment of Chief Executives and Functional Directors in sick/loss making Central Public Sector Enterprises (CPSEs) under 

revival package approved by the Government. 

The National Common Minimum Programme (NCMP), inter-alia, states that  every effort will be made to modernize and restructure sick 

public sector companies and revive sick industry. The Government has considered the issue relating to restructuring of CPSEs and also the 

ways and means for funding the scheme for revival of such CPSEs as well as providing strong and effective top management team for them.  

In this context, it was felt that there was a need to attract Board level executives capable for turning around sick CPSEs and give them 

continuity of tenure for the revival package to succeed.  

2. The Government has considered this matter and the Competent Authority has decided that in the case of sick/loss making CPSEs for 

which revival plan has been approved by the Government, the following relaxation would be provided:- 

(i) In case, any Board level incumbent of such CPSE has contributed exceedingly well in the turn around of that sick CPSE, his tenure may 

be extended till he attains the age of 65 years. Since, the selection process to a board level post is being initiated by Public Enterprises 

Selection Board (PESB) one year prior to the due date of superannuation of the incumbent, the proposal for extension of tenure beyond the 

age of superannuation will have to be initiated at least one year prior to the date of superannuation of the incumbent. In case, the balance 

period of tenure of incumbent is less than one year at the time of approval of revival package by the Government, such proposal for 

extension of tenure may be initiated immediately after approval of revival package by the Government.  The decision on the extension of 

tenure beyond the normal retirement age will be taken as per the extant procedure for extension of tenure of Board level executives, i.e. joint 

appraisal by PESB followed by the approval of the competent authority. Further, such extension would be subject to annual review of the 

performance of the incumbent to be conducted by Secretary of the concerned administrative Ministry. 

(i) Where fresh appointment of the Chief Executive or any Functional Director is proposed and if the PESB procedure of circulation of 

vacancy does not ultimately lead to a panel for consideration by the competent authority, then relaxation of cut-off age for applying, to 62 

years, with minimum tenure of 3 years, could be considered. In such cases, serving/retired CPSE executives, Government servants and 

private sector executives could be considered. 

(ii) Chief Executives and Functional Directors of these CPSEs would be considered for a lump-sum incentive up to maximum of Rs.10 lakh 

out of the profits of the CPSE besides usual pay, allowances and perks attached to the post.  The detailed guidelines in this regard would be 

issued separately. 

3. It is re-iterated that the extant guidelines and procedure with regard to the process for selection, appointment and extension of the tenure 

of the Chief Executives and Functional Directors of CPSEs will continue to be followed except for the relaxations specified in para 2(i) and 

para 2(ii) above. 

4. All the administrative Ministries and Departments concerned are requested to take note of the above decision. 

(DPE OM No. 18(11)/2005-GM-GL-88 dated the 24th July, 2007) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

43. DPE/Guidelines/II(b)/43 

Restrictions on top level executives of Central Public Sector Enterprises (CPSEs) joining private commercial undertakings after 

retirement. 

1. DPE O.M. 

No. 2(22)/99-

GM-GL-022 

dated 

25.1.2000 

2. DPE O.M. 

No. 2(22)/99-

GM-GL-31 

dated 

10.5.2001 

3. DPE O.M. 

No. 2(22)/99-

GM-GL-32 

dated 

10.5.2001 

4. DPE O.M. 

No. 2(22)/99-

GM-GL-039 

dated 2.9.2002 

The undersigned is directed to refer to the 

marginally noted O.M.s on the subject mentioned 

above and to state that these instructions have 

been reviewed in consultation with CVC on the 

basis of the recommendations of the Committee 

which was set up to review DPE guidelines in the 

present day economic scenario. 

2. In supersession of these guidelines, it has been decided to incorporate the following proviso in the CDA Rules/ Service Rules of the public 

enterprises and also in the terms & conditions of appointment of full time Directors, including Chief Executives. 

“No functional Director of the company including the Chief Executive who has retired/resigned from the service of the company, after such 

retirement/ resignation, shall accept any appointment or post, whether advisory or administrative, in any firm or company, whether Indian or 

foreign, with which the company has or had business relations, within one year from the date of retirement without prior approval of the 

Government. The term retirement includes resignation; but not the cases of those whose term of appointment was not extended by 

Government for reasons other than proven misconduct. The term „business relations‟ includes „official dealings‟ as well.” 

3. Functional Directors including Chief Executives who after superannuation or resignation accept employment in private commercial firms 

without prior sanction of the Government, will henceforth be debarred from being appointed as full time/part time Directors of the CPSEs. 

Further, in order to secure compliance of the restrictions, the CPSEs shall secure a bond from the concerned person at the time of his/her 



employment/retirement/resignation as Director in CPSEs for an appropriate sum of money payable by him/her as damages for any violation 

of the restrictions. 

4. The administrative Ministry/Department shall examine the requests received from the Functional Directors including Chief Executives on 

case to case basis depending upon the merit of the case after obtaining „no objection‟ from the concerned CPSE and grant permission for 

post retirement employment with the approval of their Minister-in-charge. 

5. The administrative Ministry/Department may grant permission keeping in view the following aspects:- 

a. The official concerned has had no official dealings with the prospective employers in the preceding five years. 

b. Whether the ex-functional Directors or ex-chief executives has been privy to sensitive or strategic information in the last years of 

his service which is directly related to the areas of interest or work of the organization which he proposes to join or the areas in 

which he proposes to practice/consult. 

c. Whether there is conflict of interest between the policies of the office (s) he has held in the last 5 years and the interest 

represented or work undertaken by the organization he proposes to join. Such conflict of interest, however, should not be 

interpreted narrowly to mean normal economic competition with Government or its Enterprises. 

d. Whether the service record of the ex-functional Director or ex-chief executive is clear, particularly with respect to integrity and 

dealings with Government as well as with CPSEs/non-Government organizations. 

e. Applicant‟s commercial duties will not involve liaison or contact with the Government Departments/PSEs, 

f. The employer of the applicant should not get an unfair advantage due to previous official positions/experience/knowledge of the 

incumbent and 

g. The present emoluments and pecuniary benefits should not be far in excess of those currently prevalent in the industry. The 

words “far in excess” should not be narrowly interpreted to cover increases in such benefits that may be result of buoyancy in 

the industry or in the economy as a whole. 

6. With a view to ensuring that all the relevant particulars are available for considering the application for permission to take post retirement 

employment, a model form of application is enclosed. 

7. The administrative Ministry/Department shall take a final decision on the application for granting permission to accept any 

appointment/post after retirement and communicate the same to the applicant within a time limit of 30 days from the date of receipt of the 

application complete in all respects. In case no decision is communicated within 30 days, the applicant may take up the assignment 

presuming that the permission has been granted. 

8. Wherever permission is to be refused on such requests, an opportunity may be given to the applicant to present his case and final 

decision in this regard shall be communicated after consultation with DPE. 

9. All administrative Ministries/Departments are requested for strict compliance and to bring the contents of these guidelines to the notice of 

the CPSE(s) under their administrative control. 

(DPE OM No. 2(22)/99-GM-GL-91 dated 15th May, 2008) 

*** 



Encl: As stated.  

Form of application for permission to PSE executives to accept commercial employment within a period of one year after 

retirement. 

1.  Name of the Executive         …            …       

     (in BLOCK letters) 

2.  Date of retirement …           …            …       

3.  Particulars of the Ministry/Department/Office/PSE in 

which the executive served during the last 5 years 

preceding retirement (with duration): 

Name of Ministry/ 

Department/Office/PSE. 

Post held Duration 

From To 

        

4. Post held at the time of retirement and 

period for which held     …            … 

5. Pay scale of the post and pay drawn by the 

Executive at the time of retirement…                … 

6. Pensionary benefits: 

Pension expected/sanctioned, if any  

(communication if any, should be mentioned) 

Gratuity, if any 

    

7. Details regarding commercial employment proposed to be taken up – 

a. Name of the firm/company/co-operative society, etc. 

b. Products being manufactured by the firm/type of business carried out by the firm, etc. 

c. Whether the executive during last 5 years 

d. prior to his retirement/resignation had any official dealings with the firm. 

e. Duration and nature of the official dealings with the firm 

f. Whether the PSE in which the executive was working had any dealings with the firm, etc. if so, give details 



g. Name of the job/post offered 

h. Whether post was advertised, if not, how was offer made (attach newspaper cutting of the advertisement, and a copy of the offer 

of appointment, if any) 

i. Description of the duties of the job/post 

(i) Remuneration offered for post/job 

8. Any information which the applicant desires to 

furnish in support of his request 

9. Declaration:- 

I hereby declare that – 

i. I had no official dealings with the prospective employer in the preceding 5 years. The proposed employment will not involve 

conflict of interest with the policies of the office held by me during the last 5 years and the interest represented or work 

undertaken by the organization; 

ii. the employment which I propose to take up will not bring me into conflict with Government/PSE; 

iii. my commercial duties will not be such that my previous official position or knowledge or experience under Government/PSE could 

be used to give my proposed employer an unfair advantage; 

iv. my commercial duties will not involve liaison or contact with the Government departments/PSEs. 

v. I have not been privy to sensitive or strategic information in the last 5 years of service which is directly related to the areas of 

interest of work of the firm that I propose to join or to the areas in which I propose to practice or consult. 

Signature of the applicant 

Dated: 

Address: 

 

 

 

 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

44. DPE/Guidelines/II(b)/44 

Incentive Scheme for Chief Executives/Functional Directors of sick CPSEs for which 

Government have approved the revival package. 

The National Common Minimum Programme (NCMP), inter-alia, states that every effort will be 

made to modernize and restructure sick public sector companies and revive sick industry. The 

Government has considered the issue relating to restructuring of CPSEs and also the ways and 

means for funding the scheme for revival of such CPSEs as well as providing strong and 

effective top management team for them. In this context, it was felt that there was a need to 

attract Board level executives capable for turning around sick CPSEs and give them continuity of 

tenure for the revival package to succeed. In this regard instructions were issued vide O.M. 

No.18(11)/2005-GM-GL-88 dated 24th July, 2007, which inter alia, provided that Chief 

Executives and Functional Directors of those CPSEs which are able to achieve the projected 

targets of the revival plan would be considered for suitable incentive. 

2. The Government has considered the above matter and has decided to introduce an incentive 

scheme for Chief Executives/Functional Directors of sick/loss making CPSEs for which 

Government has approved the revival package. The details of the incentive scheme are as under:- 

(i) This scheme is applicable only to the whole-time Chief Executives/Functional Directors of 

sick/loss making CPSEs for which Government has approved the revival package and the CPSEs 

have timely achieved the projected targets of the revival plan. 

(ii) The whole- time Chief Executive/Functional Directors of the CPSEs referred in this scheme 

are jointly entitled to share the profit of their concerned CPSEs at the rates mentioned below. 

S. 

No. 

Schedule of 

the CPSE 

Percentage of profit payable 

as group incentive to the whole- time Chief 

Executive and Functional Directors under 

the proposed scheme. 

1 Schedule – A 1% 

2 Schedule – B 1.5% 

3 Schedule – C 2% 

4 Schedule – D 

& 

Un-

2.5% 



categorized 

The above share of profit is subject to the conditions stipulated in the succeeding sub paras. 

(iii) The total group incentive payable under this scheme to the whole-time Chief 

Executive/Functional Directors should not exceed Rs.10 lakh per annum. 

(iv) The total amount of group incentive payable to the whole-time Chief Executive/ Functional 

Directors shall be distributed among them in the following manner. 

(a) In the case of Schedule ‘A’ and ‘B’ CPSEs, the total amount of incentive available for 

distribution will be distributed among the whole-time Chief Executive and all whole-time 

Functional Directors in the ratio of 4 : (3 X Number of Functional Directors) subject to the 

ceiling mentioned in the Table given below. 

(b)  In the case of Schedule ‘C’ and ‘D’ and ‘Un-categorized’ CPSEs, the total amount of 

incentive available for distribution will be distributed among the whole-time Chief Executive and 

all whole-time Functional Directors in the ratio of 7 : (5 X Number of Functional Directors) 

subject to a ceiling mentioned in the Table given below. 

S. 

No. 

Schedule of 

the CPSE 

Maximum Incentive 

payable to Whole-

time Chief Executive 

(Rs. per annum) 

Maximum Incentive 

payable to Whole-

time Functional 

Directors 

(Rs. per annum per 

person) 

1 Schedule – A 2,40,000 1,80,000 

2 Schedule - B 2,40,000 1,80,000 

3 Schedule - C 2,10,000 1,50,000 

4 Schedule – D 

& 

Un-

categorized 

2,10,000 1,50,000 

If any whole-time Chief Executive/Functional Director was employed for a part of the Financial 

Year, he/she shall be paid incentive on proportionate basis. 

(v) The term ‘Profit’ for the purpose of this scheme means Profit before Tax before prior period 

adjustments and extraordinary items like waivers/ concessions/subsidy/write-offs/grants received 

from Government/ banks/Financial Institutions.  However, subsidy if any received by the CPSE 



as a part of the scheme administered by the Government will be considered for computing the 

profit. 

(vi) The incentive for a particular year will be computed based on the audited accounts of that 

year and the same will be paid by the Company as a lump sum in the succeeding year. For 

example the incentive for the year 2007-08 will be computed on the basis of the audited accounts 

of the year 2007-08 and the same will be paid during 2008-09. 

(vii) The Scheme is effective from the year 2007-08. The incentive under this scheme should be 

paid only after the same is approved by the Remuneration Committee and also by the Board of 

Directors. 

(viii) The Scheme will be valid for 5 years and will be reviewed thereafter. 

3.  The proposals in this regard, after approval of the Board, may be submitted by the CPSEs to 

their concerned administrative Ministry/Department for approval. The concerned administrative 

Ministry/Department, with the concurrence of its FA, may take the final decision in this regard. 

4.  The Government has since approved the implementation of Performance-Related Pay (PRP) 

as part of the salary revision of CPSE executives including Chief Executive and Functional 

Directors of profit making CPSEs vide DPE O.M. No.2(70)/08-DPE (WC)-GL-XVI/08 dated 

26.11.2008. The Chief Executives and Functional Directors of those sick and loss making CPSEs 

referred in para 2 of this O.M. have the option to opt for any one of the two schemes, i.e., either 

the PRP approved by the Government or the proposed incentive scheme in respect of sick and 

loss making CPSEs. 

(DPE OM No. 18(11)/2005-GM-GL dated 17th December 2008) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

45. DPE/Guidelines/II(b)/45 

 Assignment of additional charge of the posts of CMD/MD/Functional Directors of 

subsidiary Companies. 

The undersigned is directed to refer to the Department of Personnel & Training (DOPT) O.M. 

No. 26(3)EO/2004(ACC) dated 17.8.2005 wherein detailed guidelines regarding procedure to be 

observed for Board level appointments were issued and were reiterated vide this Department’s 

O.M. of even number dated 27th September, 2005. 

2. The Appointments Committee of the Cabinet (ACC) has further directed to adhere to the 

following guidelines in this regard:- 

“The power to approve additional charge in the Central Public Sector Undertakings upto a period 

of three months has been delegated to the Minister-in-charge, and for the next three months, to 

the MOS (PP) vide this Department’s OM No.26(3)EO/2004(ACC) dated 17.8.2005, subject to 

the condition that the person should be clear from the vigilance angle. The power to approve 

additional charge beyond six months vests with the ACC. 

The ACC has also approved that in the case of subsidiary CPSEs, the additional charge of the 

post of MD/CMD should be assigned to the senior most Functional Director of that subsidiary 

company having vigilance clearance. In case no such Functional Director is in position in the 

subsidiary CPSE, the additional charge of the post of MD/CMD of the subsidiary company could 

be automatically assigned to the CMD/ Functional Director of the holding company who is the 

nominee Director of the holding company on the Board of subsidiary company. However, this 

assignment should not result in contravention of Section 316 of the Companies Act, 1956.” 

3. All the administrative Ministries/Departments are requested to take note of the above 

guidelines for strict compliance. Receipt of this O.M. may please be acknowledged. 

(DPE OM No. 18(23)/2005-GM Dated, the 16th April, 2009) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

46. DPE/Guidelines/II(b)/46 

Restrictions on top level executives of Central Public Sector Enterprises (CPSEs) joining 

private commercial undertakings after retirement. 

The undersigned is directed to refer this Department’s O.M. No.2(22)/99-GM-GL-91 dated 15th 

May, 2008 on the subject mentioned above. 

2. References from administrative Ministries/Departments seeking clarifications regarding the 

applicability of O.M. dated 15.5.2008 to the officers appointed/retired before 15.5.2008 have 

been received in this Department. The matter has been examined and it has been decided that the 

reduction in the restriction period as provided in DPE O.M. dated 15.5.2008 may be made 

available to the following cases also:- 

(i) Board level executives who were appointed before 15.5.2008 and who had retired/would 

retire after 15.5.2008, even though their terms of appointment were finalized based on DPE’s 

earlier O.M. dated 25.1.2000. 

(ii) Board level executives who were appointed and retired before 15.5.2008 and whose cases for 

post retirement commercial employment have not been decided so far on the basis of DPE’s 

earlier O.M. dated 25.1.2000. 

3. All administrative Ministries/Departments are requested to take further necessary action in this 

regard and also to bring the contents of this O.M. to the notice of the CPSE(s) under their 

administrative control. 

(DPE OM No. 2(22)/99-GM Dated, the 3rd June, 2009) 

*** 

 



CHAPTER II 

PERSONNEL POLICIES 

(b) Composition of Board of Directors 

46. DPE/Guidelines/II(b)/46 

Restrictions on top level executives of Central Public Sector Enterprises (CPSEs) joining 

private commercial undertakings after retirement. 

The undersigned is directed to refer this Department’s O.M. No.2(22)/99-GM-GL-91 dated 15th 

May, 2008 on the subject mentioned above. 

2. References from administrative Ministries/Departments seeking clarifications regarding the 

applicability of O.M. dated 15.5.2008 to the officers appointed/retired before 15.5.2008 have 

been received in this Department. The matter has been examined and it has been decided that the 

reduction in the restriction period as provided in DPE O.M. dated 15.5.2008 may be made 

available to the following cases also:- 

(i) Board level executives who were appointed before 15.5.2008 and who had retired/would 

retire after 15.5.2008, even though their terms of appointment were finalized based on DPE’s 

earlier O.M. dated 25.1.2000. 

(ii) Board level executives who were appointed and retired before 15.5.2008 and whose cases for 

post retirement commercial employment have not been decided so far on the basis of DPE’s 

earlier O.M. dated 25.1.2000. 

3. All administrative Ministries/Departments are requested to take further necessary action in this 

regard and also to bring the contents of this O.M. to the notice of the CPSE(s) under their 

administrative control. 

(DPE OM No. 2(22)/99-GM Dated, the 3rd June, 2009) 

*** 
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