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India Nippon Electricals Ltd 
 

POLICY ON MATERIALITY OF RELATED 

PARTY TRANSACTIONS AND DEALING WITH 

RELATED PARTIES 

Preamble: 

India Nippon Electricals Limited (INEL / “the company”) in the course of carrying on its 

manufacturing activity, enters into transaction with one or more Related Parties (hereinafter 

referred as Related Party Transactions) and recognizes that there is a risk / potential risk of 

conflict of interest. 

With a view to ensure that the Related Party Transactions are entered in the best interest of 

the Company and its shareholders, the Board of Directors (the “Board”) of the Company has 

adopted this Policy, as recommended by the Audit Committee, to govern the Related Party 

Transactions (the / this “Policy”), which is in line with the requirements of Regulation 23 of the 

SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 ("Listing 

Regulations”). 

This policy is also in conformance with the Company’s Code of Conduct for Business and Ethics, 

which provides that all directors and senior management personnel are required to disclose 

all potential or actual conflict of interest, which may be against the interest of the Company 

and take actions to eliminate such conflict if so required. This policy shall be with effect from 

30th May 2019. 

1. Objective 

1.1 This policy is formulated in accordance with the requirement of Listing Regulations 

with an objective to ensure proper review, approval and reporting of RPTs between 

the Company and its Related Parties. 

1.2 In addition, the policy provides for the Company to define the materiality of RPT 

and for the consideration of such transactions only if they are in the best interest 

of the Company and its shareholders. 

2. Definitions 

2.1 “Applicable Law” means the Companies Act, 2013 (“the Act”) and the Rules 

prescribed thereunder, the Listing Regulations and includes any other statute, law, 

standards, regulations or other governmental instruction relating to Related Party 

Transactions. 

2.2 “Audit Committee” means the Audit Committee of the Board of Directors of the 

Company constituted under provisions of Listing Regulations and Companies Act, 
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2013. 

2.3 “Arm’s Length Price” for a transaction means the Price at which the transaction 

would have been entered into by two unrelated entities in an uninfluenced manner. 

For determining Arm’s Length Price, guidance may be taken from the transfer 

pricing provisions under the Income-tax Act, 1961. 

2.4 “Associate Company” means a company as defined under section 2(6) of the 

Act, and accounting standards notified under the Companies (Indian 

Accounting Standards) Rules, 2015 as amended from time to time. 

2.5 “Key Managerial Personnel” or “KMP” shall have the meaning as defined in 

Section 2(51) of the Companies Act, 2013 and the rules made thereunder. 

 

2.6 “Material Modification” in respect of a Related Party Transaction means a 

subsequent modification of 5% (five) or more in value of transactions with a related 

party which is already approved as per this Policy, or where it reaches the threshold 

of Material Related Party Transaction under this policy. 

2.7 “Material Related Party Transaction” means a transaction with a related party if 

the transaction/transactions entered into individually or taken together with 

previous transactions during a financial year, exceeds rupees one thousand crore 

or ten per cent of the annual consolidated turnover as per the last audited financial 

statements of the Company, whichever is lower. Notwithstanding the above, 

payments made to a related party with respect to brand usage or royalty shall be 

considered material if the transaction(s) to be entered into individually or taken 

together with previous transactions during a financial year, exceed 5% (five 

percent) of the annual consolidated turnover as per the Company’s last audited 

financial statements. 

2.8 “Ordinary Course of Business” means transactions that are: 
 

• Necessary, normal and incidental to the business, 

• The objects of the company permit such activity, 

• There is a historical practice and pattern of frequency (not an isolated 

transaction), and 

• Has connection with the normal business carried on by the company. 

2.9 “Related Party” means an entity which is: 

• A related party under Section 2 (76) of the Companies Act, 2013; 

• A related party under the applicable accounting standards; and 

• A related party under the Listing Regulations 

 

2.10 “Related Party Transaction” shall have the meaning ascribed to the term in 

Regulation 2(1)(zc) of the Listing Regulations and includes the transactions 

contemplated under Section 188(1) of the Companies Act, 2013 and Regulation 23 

of the Listing Regulations. 
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2.11 “Relative” means relative as defined under the Companies Act 2013. 

2.12 “Transaction” shall be construed to include single transaction or a group of 

transactions in a contract. 

2.13 Words and expressions used in this policy shall have the same meanings 

respectively assigned to them in the following acts/ regulations / rules: 

• The Companies Act, 2013 or the rules framed thereunder 

• SEBI (Listing Obligation and Disclosure Requirements) Regulation, 2015 

• Securities Contracts (Regulation) Act, 1956 

• SEBI Act, 1992, SEBI (Issue of Capital and Disclosure Requirements) Regulations, 

SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 2011, SEBI 

(Prohibition of Insider Trading) Regulations, 2015. 

3. General Guideline 

3.1 All Related Party Transactions and Material Modifications thereof must be reported 

and subjected to prior approval by the Audit Committee. The Audit Committee 

shall consider all factors that it considers relevant, while approving the related party 

transaction. Only the Independent Directors forming part of the Audit Committee 

shall approve the related party transaction. 

3.2 RPT, which is not entered into in the ordinary course of business or which is not at 

arm’s length shall require the approval of the Board of Directors / shareholders as 

discussed in this policy. 

3.3 All Material Related Party Transactions shall require approval of the shareholders 

vide an ordinary resolution and all the Related Parties of the Company shall abstain 

from voting to approve such resolutions irrespective of whether they are interested 

in that particular Material Related Party Transaction. Materiality thresholds shall be 

as defined in the definition part of this policy. 

3.4 Transactions entered into between the Company and a wholly owned subsidiary 

and transactions between two wholly owned subsidiaries of the Company where- 

(i) The accounts of the subsidiaries are consolidated with the Company and 

(ii) Approved by the shareholders at a general meeting, shall not require approval 

of either Audit Committee or the shareholders. 

 

4. Identification of RPT 
 

4.1 Each Director and KMP shall promptly notify the Board or Audit Committee of any 

material interest that such person or relative of such person had, has or may have 

in a RPT, by providing notice to the Board or Audit Committee of any potential 

RPT involving him or her or his or her Relative together with additional information 

about the RPT that the Board or Audit Committee reasonably request. 
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4.2 Any employee of the Company who is aware of any transaction that is or maybe 

perceived to be a Related Party Transaction is required to bring the same to the 

attention of the Company Secretary (or such other person who may be entrusted 

for this purpose by the Audit Committee) who would in turn take necessary steps 

to place the same before the Audit Committee 

4.3 The Company prefers that notice of any RPT be given well in advance, so that the 

Audit Committee / the Board has adequate time to obtain and review information 

about the proposed RPT. 

4.4 All the Directors and KMP’s are required to declare and disclose their concerns or 

interests in any company(ies) or body corporate or firm(s) at the first Board 

meeting in every financial year and subsequently whenever there is any change 

therein. The Compliance Officer shall maintain an updated list of Related Parties 

both from the declaration of Directors/ KMPs and from the list of Companies/ body 

corporates which shall be otherwise treated as related as per this Policy. 

4.5 The Board / Audit Committee shall determine whether a transaction does, in fact, 

constitute a RPT requiring compliance with this Policy. 

4.6 The Company shall seek external professional opinion, if necessary, to determine 

whether the transaction is in the ordinary course of business and at arm’s length 

basis. 

 

5. Review and approval (including omni-bus approval) of RPTs 

 

5.1 All RPTs and subsequent material modifications as defined in this Policy shall 

require prior approval of the Audit Committee. In case of transactions that are 

subject to a written contract, the Audit Committee shall approve the contract and 

any amendments thereto and the transactions shall be treated as pre-approved as 

far as the transactions were carried out in line with the terms of the contract. 

5.2 In case of transactions that are not subject to a written contract, the Audit 

Committee shall grant prior approval through omni-bus approval route on an 

annual basis, which shall be reviewed every quarter. Transactions with new Related 

Parties or new transactions with existing related parties that were not covered 

under the annual omni-bus approval shall be subject to specific prior approval of 

the Audit Committee. 

5.3 The Audit Committee may grant omnibus approval for related party transactions 

proposed to be entered into by the Company or its subsidiary subject to 

conditions as detailed out in the Regulation 23 of SEBI LODR Regulations. 

5.4 The Audit Committee shall be provided with all relevant material information of 

the RPT, including the terms of the transaction, the business purpose of the 
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transaction, the benefits to the Company and to the Related Party, and any other 

relevant matter. The information provided shall specifically cover the following: 

• The name of the Related Party and nature of relationship 

• The nature, duration of the contract and particulars of the contract or 

arrangement; 

• The material terms of the contract or arrangement including the value, if any; 

• Transaction value as percentage of consolidated turnover; 

• Any advance paid or received for the contract or arrangement, if any; 

• The manner of determining the pricing and other commercial terms, both 

included as part of contract and not considered as part of the contract; 

• Valuation report relied upon, if any; 

• All facts relevant to be considered in a contract and if the factors were not 

considered while finalising the contract, the details of factors not considered 

with the rationale for not considering those factors; 

• Details/ justification to establish that the transaction is in the best interest of 

the Company and is in arm’s length & ordinary course of business; and 

• Any other information relevant or important. 

5.5 If the Audit Committee, after review of the above feels that the specific RPT needs 

to be approved by the Board, the same shall be recommended by the Audit 

Committee for Board approval. 

5.6 The Audit Committee, with the consent of the Board, shall specify the following 

criteria for Omni-bus approvals (which shall be reviewed every three years): 

• maximum value of the transactions, in aggregate, which can be allowed 

under the omnibus route in a year; 

• the maximum value per transaction which can be allowed; 

• extent and manner of disclosures to be made to the Audit Committee at 

the time of seeking omnibus approval; 

• review, at such intervals as the Audit Committee may deem fit, related 

party transaction entered into by the company pursuant to each of the 

omnibus approval made; 

• transactions which cannot be subject to the omnibus approval by the Audit 

Committee. 

 

5.7 The Audit Committee shall be required to specify in the Omnibus Approval: 

• Names of the Related Party, nature, period of transaction and maximum 

amount of the proposed RPT; 

• The indicative base price / current contracted price and the formula for variation 

in the price if any; 

• Such other conditions as the Audit Committee may deem fit; 

• In the event of the need for a class of RPTs cannot be foreseen or the details 

specified in (i) to (iii) above are not available, the Audit Committee may grant 

Omnibus approval for such RPTs provided each transaction does not exceed 

1,00,00,000/- (Rupees one crore). 

5.8 The Audit Committee shall grant omnibus approval for only such class of 
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transaction which are repetitive in nature and if such approval is in the interest of 

the company. 

5.9 Further, the Audit Committee shall also pre-approve Related Party Transactions 

where the Company’s subsidiary is a party, but the Company is not a party, if the 

value of such transaction whether entered into individually or taken together with 

previous transactions during a financial year, exceeds ten per cent of the annual 

standalone turnover, as per the last audited financial statements of the subsidiary; 

5.10 Audit Committee shall review the details of actual RPTs entered into by the 

Company or its Subsidiary, pursuant to each of the Omnibus Approvals on a 

quarterly basis. 

5.11 The Omnibus Approvals shall be valid for a period not exceeding one year and 

shall require fresh approval from the Audit Committee after the expiry of one year 

or the end of the financial year, whichever is earlier. 

5.12 Based on business exigencies, the management may seek approval of the audit 

committee vide circular resolution, so as to comply with obtaining prior approval 

of related party transactions. 

5.13 Any member of the Audit Committee who has an interest in any RPT shall recuse 

himself or herself and abstain from discussion and voting to approve such RPTs. 

6. Ratification of RPTs 

6.1 The members of the audit committee, who are independent directors, may ratify 

related party transactions within three months from the date of the transaction or 

in the immediate next meeting of the audit committee, whichever is earlier, subject 

to the following conditions: 

6.1.1. the value of the ratified transaction(s) with a related party, whether entered 

into individually or taken together, during a financial year shall not exceed rupees 

one crore; 

6.1.2. the transaction is not material in terms of Regulation 23(1) 

6.1.3. rationale for inability to seek prior approval for the transaction shall be placed 

before the audit committee at the time of seeking ratification 

6.1.4. the details of ratification shall be disclosed along with the disclosures of 

related party transactions to stock exchange as specified in Regulation 23 of SEBI 

LODR Regulations. 

6.1.5. any other conditions as may be specified by the audit committee 

6.2 Failure to seek ratification of the audit committee shall render the transaction 
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voidable at the option of the audit committee and if the transaction is with a 

related party to any director, or is authorised by any other director, the director(s) 

concerned shall indemnify the listed entity against any loss incurred by it. 

7. Criteria for approving RPTs 

In determining whether to approve a RPT, the Audit Committee shall consider the 

following factors, among others, to the extent relevant to the RPT: 

7.1 Whether the RPT is entered into in the ordinary course of business? 

7.2  Whether the terms of the RPT are fair and on ‘arm’s length basis’ to the Company 

and would apply on the same basis if the transaction did not involve a Related 

Party. For arriving at the above, the Audit Committee / Board of Directors may draw 

reference / take guidance from the Transfer Pricing Regulations; 

7.3 The Audit Committee may review the necessary documents / seek information 

from the management like nature of the transaction i.e. details of the goods or 

property to be acquired / transferred or services to be rendered / availed including 

description of functions to be performed, risks to be assumed and assets to be 

employed under the proposed transaction; 

7.4 Whether there are any compelling business reasons for the Company to enter into 

the RPT and the nature of alternative transactions, if any; 

7.5 Whether the RPT would affect the independence of an independent director; 

7.6 Whether the proposed RPT includes any potential reputational risk issues that may 

arise as a result of or in connection with the proposed RPT; 

7.7 Whether the RPT would present an improper conflict of interest for any director or 

KMP of the Company, taking into account the size of the transaction, the overall 

financial position of the director, KMP or other Related Party’s interest in the 

transaction and the ongoing nature of any proposed relationship and any other 

factors the Audit Committee deems relevant; 

7.8 If the Audit Committee determines that a RPT should be brought before the Board, 

or if the Board in any case elects to review any such matter or it is mandatory under 

any law for Board to approve the RPT, then the considerations set forth above shall 

apply to the Board’s review and approval of the matter, with such modification as 

may be necessary or appropriate under the circumstances. 

8. Approval of the Board of Directors of the Company 

As per the provisions of Section 188 of the Act, all kinds of transactions specified under 

the said Section and which are not in the ordinary course of business or at arm’s length 

basis are placed before the Board for its approval. In addition to the above the following 
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kinds of transactions with related parties are also placed before the Board for its 

approval: 

8.1 Transactions which may be in the ordinary course of business and at arm’s length 

basis, but which are determined by the Board from time to time (i.e. value threshold 

and / or other parameters) to require Board approval in addition to Audit 

Committee approval; 

8.2 Transactions in respect of which the Audit Committee is unable to determine 

whether or not they are in the ordinary course of business and/or at arm’s length 

basis and decides to refer the same to the Board for approval; 

8.3 Transactions which are in the ordinary course of business and at arm’s length basis, 

but which in Audit Committee’s view requires Board approval; 

8.4 Transactions meeting the materiality thresholds laid down in this policy, which are 

intended to be placed before the shareholders for approval; 

9. Transactions that does not require approval 

9.1 Any transaction in which the Related Party’s interest arises solely from ownership  

of securities issued by the Company and all holders of such securities receive the 

same benefits pro rata as the Related Party. 

9.2 Remuneration and sitting fees paid to directors, key managerial personnel, or 

senior management (excluding Promoters/Promoter group) do not require audit 

committee approval, provided they are not material transactions. 

9.3 Transactions involving corporate restructuring, such as buy-back of shares, capital 

reduction, merger, demerger, approved by the Board and carried out in accordance 

with the specific provisions of the Act or the Listing Regulations; 

9.4 Transactions that are corporate actions that are uniformly applicable or offered to 

all shareholders in proportion to their shareholding; 

9.5 Contribution to Corporate Social Responsibility and bonafide charitable and other 

funds, subject to approval of Corporate Social Responsibility Committee/ Board 

and within the overall limits approved by the Corporate Social Responsibility 

Committee/ Board; 

10. Disclosures 

Every contract or arrangement, which is required to be approved by the Board or the 

shareholders under this Policy, shall be referred to in the Board’s report to the 

shareholders along with the justification for entering into such contract or 

arrangement. The Company shall also submit to the stock exchanges, disclosures of 

related party transactions in the format as specified by SEBI from time to time and 

publish the same on its website. 
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12. 

The Company shall disclose the Policy on its website and provide the weblink in the 

annual report. 

11. Conflicts 

In the event of any conflict between the provisions of this Policy and of the Act or 

Listing Regulations or any other statutory enactments, rules, the provisions of such Act 

or Listing Regulations or statutory enactments, rules shall prevail over this Policy. 

12. Amendments & Review 

12.1 This Policy may be amended by the Board at any time and is subject to the (i) 

amendments to the Companies Act, 2013 and (ii) further guidelines from the SEBI. 

12.2 The Policy shall be reviewed once in three years by the Audit Committee/ Board. 
 

 

***** 
 

Policy approved on 23rd March 2015. 

 
First amendment approved on 30th May 2019.  

Second amendment approved on 26th May 2022 

Third amendment approved on 13th February 2025 


