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1. OBJECTIVE/ PURPOSE:   

 

The objective of the Policy is to frame and formulate operational guidelines 

facilitating the following operations relating to the business of the Company:  

 

a) lending to the related party 

b) investments in/with/from related party 

c) availing of loans/deposits from related party 

d) Acceptance of NCD investments from related party 

e) Acceptance of investment in Subordinated Debt or any other financial 

instruments   from related party 

f) entering into other business transactions with any related party  

 

2. DEFINITION OF RELATED PARTY:  

 

“Related Party” with reference to the Company, means – 

 

(i) a director or his relative; 

 

(ii) a key managerial personnel or his relative; 

 

(iii) a firm, in which any director, manager or his relative is a partner; 

 

(iv) a private company in which a director or manager or his relative is a member 

or director; 

 

(v) any public company in which any director or manager is a director and holds 

along with his relatives, more than two per cent of its paid-up share capital; 

 

(vi) any body corporate whose Board of Directors, managing director or manager 

is accustomed to act in accordance with the advice, directions or instructions 

of a director or manager of the Company; 

 

(vii) any person on whose advice, directions or instructions a director or manager 

is accustomed to act:  
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Provided that nothing in sub-clauses (vi) and (vii) shall apply to the advice, 

directions or instructions given in a professional capacity; 

 

(viii) any body corporate which is – 

 

(A) a holding, subsidiary or an associate company of such company; or 

 

(B) a subsidiary of a holding company to which it is also a subsidiary; 

 

(C) an investing company or the venturer of a company; 

 

Explanation. —For the purpose of this clause, “the investing company or the 

venturer of a company” means a body corporate whose investment in the 

company would result in the company becoming an associate company of the 

body corporate 

 

(ix) such other person as may be prescribed by the Companies Act. 

 

3. BASIS OF RELATED PARTY TRANSACTIONS: 

 

All Related Party transactions shall be based on “arm’s length principle’/ or in 

terms of the transfer pricing norms prescribed under the Income Tax Act, 1961 (as 

applicable). The expression “arm’s length transaction” means a transaction 

between two related parties conducted as if they were unrelated, so that there is 

no conflict of interest and hence the consent of the Board is not necessary if these 

transactions are not required to be sanctioned/approved/reported to the Board of 

Directors in terms of any ,Rules or Guidelines, Directions  issued by RBI or as per 

the extant laws in force.   

 

4. APPLICABLE RATE OF INTEREST AND CHARGES: 

 

All the Related Party transactions are undertaken on ‘arm’s length basis’ and the 

interest rates and charges would be as approved by the Board from time to time 

based on the aforesaid principle.  
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5. PROHIBITION/ RESTRICTIONS:   

 

The Company shall not enter into any transaction with a Related Party if the same 

is prohibited by the RBI or by any other law in force in the Country. If any 

restriction is imposed on such transactions, the transactions entered with them 

shall be in conformity to the extent of such restrictions.   

 

6. REVIEW AND APPROVAL OF RELATED PARTY TRANSACTION: 

 

A. Audit Committee  

 

(i) All the transactions which are identified as related party transactions should 

be approved by the Audit Committee as per the provisions of the Companies 

Act 2013.  

 

(ii) The Audit Committee may grant omnibus approval for related party 

transactions proposed to be entered into by the company subject to such 

conditions/criteria prescribed under the Act. Such omnibus approval shall 

be valid for a period not exceeding one year after which fresh approval to be 

taken. 

 

(iii) Audit Committee shall review, on a quarterly basis, the details of related 

party transactions entered into by the Company pursuant to the omnibus 

approval. In connection with any review of a related party transaction, the 

Committee has authority to modify or waive any procedural requirements of 

this policy.  

 

B. Board of Directors/Members of the Company 

 

(i) As per the Companies Act, except with the consent of the Board of Directors 

given by a resolution at a meeting of the Board and subject to such 

conditions as may be prescribed, Company shall not enter into any 

arrangement or contract with any Related Party with respect to:  

 

(a) sale, purchase or supply of any goods or materials; 

 

(b) selling or otherwise disposing of, or buying, property of any kind; 
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(c) leasing of property of any kind; 

 

(d) availing or rendering of any services; 

 

(e) appointment of any agent for purchase or sale of goods, materials, 

services or property; 

 

(f) such related party's appointment to any office or place of profit in the 

company, its subsidiary company or associate company; and 

 

(g) underwriting the subscription of any securities or derivatives thereof, of 

the company: 

 

(ii) In the case of a Company having a paid-up share capital of not less than 

such amount, or transactions not exceeding such sums as may be prescribed 

in the Companies (Meetings of Board and its Powers) Rules 2014, no 

contract or arrangement as mentioned above shall be entered into except 

with the prior approval of the Company by a resolution. 

 

An Audit Committee member, Board member or the Shareholder, as the case may 

be, having an interest, potential or otherwise, in any related party transaction shall 

abstain from discussion and voting on the approval of the related party 

transaction.  

 

7. IDENTIFICATION/ASSESSMENT OF TRANSACTIONS WITH RELATED 

PARTY: 

 

To review a Related Party Transaction, the Board/Audit Committee will be 

provided with all the relevant information pertaining to the Related Party 

Transaction, including the name of the related party, the nature of the relationship, 

nature of the transaction, whether the transaction is in the ‘Ordinary Course of 

Business’, whether the transaction is at ‘Arm’s Length’ and/or in terms of the 

transfer pricing norms prescribed under the Income Tax Act, 1961 (as the case may 

be) and any other matter, as may be required. Any loans/deposits from/to 

Related Party shall be made in accordance with the provisions of the Companies 

2013 and RBI Guidelines in this regard. 
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8. CONTRACT/ARRANGEMENT ENTERED INTO WITHOUT OBTAINING 

THE CONSENT OF THE BOARD/MEMBERS OF THE COMPANY 

 

If any contract or arrangement is entered into without obtaining the consent of the 

Board or approval by resolution in the General Meeting and if it is not ratified by 

the Board or, as the case may be, by the shareholders at a meeting within 3 months 

from the date on which such contract or arrangement was entered into, such 

contract or arrangement shall be voidable at the option of the Board or, as the case 

may be, of the shareholders and if the contract or arrangement is with a related 

party to any Director or is authorized by any other Director, the Directors 

concerned shall indemnify the Company against any loss incurred by it.  

 

9. DISCLOSURE TO SHAREHOLDERS 

 

  Every contract or arrangement as specified in Clause 3 above shall be disclosed in 

the Board’s report to the shareholders along with the justification for entering into 

such contract or arrangement. 

 

10. LOANS TO AND LOANS FROM RELATED PARTIES:  

 

Loans to Related Parties shall be sanctioned subject to the provisions contained in 

the applicable Companies Act and RBI guidelines.  

 

11. INVESTMENT IN /WITH / BY RELATED PARTIES:  

 

     Investments by the Company in or with any of the Related Parties shall be made 

as per the provisions of the Companies Act 2013. 

 

12. REGULATORY REQUIREMENTS 

 

All activities referred to above shall be undertaken with any Related Party subject 

to the provisions of the extant RBI Guidelines and Companies Act.  

 

13. REVIEW: 

 

The Policy on Related Party Transaction shall be reviewed on an annual basis or as 
and when any amendments, if needed, by the Board of Directors.    


