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Related Party Transaction Policy

AACL- RPT Policy
1) SCOPE AND PURPOSE OF THE POLICY
Related party transactions can present a potential or actual conflict of interest
which may be against the best interest of the company and its shareholders.
Considering the requirements for approval of related party transactions as
prescribed under the Companies Act, 2013 (“Act”) read with the Rules framed
there under and Clause 49 of the Listing Agreement (as amended by SEBI
Circulars dated April 17, 2014 and September 15, 2014), Ashok Alco-Chem
Limited (“AACL” or “the Company”) has formulated guidelines for identification of
related parties and the proper conduct and documentation of all related party
transactions.
Also, Clause 49(VII)(C) of the Listing Agreement requires a company to formulate
a policy on materiality of related party transactions and dealing with related
party transactions.
In light of the above, AACL has framed this Policy on Related Party Transactions
(“Policy”). This Policy has been adopted by the Board of Directors of the Company
based on recommendations of the Audit Committee. Going forward, the Audit
Committee would review and amend the Policy, as and when required, subject to
the approval of the Board.
2) OBJECTIVE OF THE POLICY
The objective of this Policy and procedure is to ensure that transactions between
the Company and its related parties are based on principles of transparency and
arm’s length dealings. Likewise, this Policy aims at preventing and providing
guidance in situations of potential conflict of interests in the implementation of
transactions involving such related parties.
3) DEFINITIONS
For the purpose of this policy, the following definitions apply:
a. “Audit Committee” means audit committee of Board of Directors of the
Company constituted under provisions of listing agreement with the stock
exchanges and under section 177 of the Companies Act, 2013 (CA, 2013) by
Board of the Company.
b. “Board” means the Board of Directors of AACL / the Company.
c. “Key Managerial Personnel” means key managerial personnel as defined
under section 2(51) of the CA, 2013:
Chief Executive Officer or the managing director or the manager;
Whole-time director;
Company Secretary;
Chief Financial Officer; and
such other officer as may be prescribed
d. “Policy” means this Policy on Related Party Transactions.
e. “Related Party” shall mean a person or entity that is related to the company
as defined under Section 2(76) of the Companies Act, 2013 or such entity is a
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related party under the applicable accounting standards or as provided in
Clause 49 (VII) of the Listing Agreement with the Stock Exchanges as may be
amended from time to time.

f. “Relative” means:
A) With reference to any person, anyone who is related to another, if:
1. they are members of a Hindu Undivided Family;
2. they are husband and wife; or
(B) A person shall be deemed to be the relative of another, if he or she is
related to another in the following manner, namely:1.
2.
3.
4.
5.
6.
7.
8.

Father including step-father
Mother including step-mother
Son including step-son
Son’s wife
Daughter
Daughter’s husband
Brother including step-brother
Sister including step-sister

g. “Related Party Transaction” means a transaction involving transfer of
resources, services or obligations between the Company and a Related Party,
regardless of whether a price is charged and includes the following
transactions:
a. sale, purchase or supply of any goods or materials;
b. selling or otherwise disposing of, or buying, property of any kind;
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
Explanation: Related Party Transaction includes a single transaction or a group
of transactions in a contract, with a Related Party.
h.“Material Related Party Transaction” means a transaction with a related
party if the transaction / transactions to be entered into individually or taken
together with previous transactions during a financial year, exceeds ten
percent of the annual consolidated turnover of the Company as per the
last audited financial statements of the Company.
i.

“Arm’s length transaction” means a transaction between two related parties
that is conducted as if they were unrelated, so that there is no conflict of
interest.
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j. Any other term not defined herein shall have the same meaning as defined in
the Companies Act, 2013 and the Listing Agreement.
4)

MANNER OF DEALING WITH RELATED PARTY TRANSACTIONS

A)

Identification of Related Parties and Related Party Transactions

a) Each Director and Key Managerial Personnel is responsible for providing
notice to the Company Secretary of his/her relatives and their respective
interest in other entities which could result in such relative/entity becoming a
Related Party. Any change in such information shall also be forthwith provided
by such Director and Key Managerial Person.
b) Company Secretary shall, based on the information received from each
Director and Key Managerial Person, identify and prepare a list of Related
Parties for a given period under the provisions of Companies Act, 2013 and
Accounting Standard 18.
c) Head-Accounts shall make necessary flagging of such Related Parties in the
accounting system to ensure availability of required approvals for Related
Party Transaction.
d) Each Director, Key Managerial Person and Head-Accounts shall be responsible
for providing notice to the Company Secretary of any potential Related Party
Transaction, including any additional information about the transaction that
the Board/Audit Committee may request, for being placed before the Audit
Committee and the Board.
e) The Company prefers to receive such notice of any potential Related Party
Transaction well in advance so that the Company Secretary has adequate time
to review information about the proposed transaction and need for obtaining
approval of Audit Committee, Board or shareholders of the Company as the
case may be.
f)

In addition, the Company Secretary may require periodical update of the
information from Directors and KMPs for identification of Related Parties.

g) The Company Secretary shall also periodically review the structure with Chief
Financial Officer / Head Accounts to identify any new related party.
h) The Company Secretary shall maintain database of all Related Parties based
on the notice / declaration received from Directors/KMPs including Group
entities, if any and share the same with Head-Accounts and Chief Financial
Officer on a quarterly basis to monitor the transactions with them.
i)

Any potential Related Party Transactions that are brought to the attention of
Head Accounts or Chief Financial Officer shall be referred for analysis by the
Secretarial Department, in consultation with management and with an
external consultant, as appropriate. The Board shall record the disclosure of
interest and the Audit Committee shall determine whether the transaction
does, in fact, constitute a Related Party Transaction requiring compliance with
this Policy.
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B) Procedure for approval of related party transactions
 Approval of the Audit Committee:
All related party transactions require prior approval of the Audit Committee.

→

Omnibus approval
The Company may obtain omnibus approval from the Audit Committee for
such transactions, subject to compliances with the following conditions:



The Audit Committee shall satisfy itself the need for such omnibus approval
and that such approval is in the interest of the company;



The omnibus approval shall provide (i) the name/s of the related party, nature of transaction, period of transaction,
maximum amount of transaction that can be entered into and
(ii) such other conditions as the Audit Committee may deem fit.

However, in case of related party transactions which cannot be foreseen and where
the above details are not available, Audit Committee may grant omnibus approval.


The Audit Committee shall review, at least on a quarterly basis, the details of
related party transactions entered into by the company pursuant to each of
the omnibus approval given;



Such omnibus approval shall be valid for a period of one year and shall
require fresh approvals after the expiry of one year.

While assessing a proposal put up before the Audit Committee / Board for
approval, the Audit Committee / Board may review the following documents /
seek the following information from the management in order to determine if the
transaction is in the ordinary course of business and at arm’s length or not:


Nature of the transaction i.e. details of 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;



Key terms (such as price and other commercial compensation contemplated
under the arrangement) of the proposed transaction, including value and
quantum;



Key covenants (non-commercial) as per the draft of the proposed agreement/
contract to be entered into for such transaction;

AACL- RPT Policy



Special terms covered / to be covered in separate letters or undertakings or
any other special or sub arrangement forming part of a composite transaction;



Benchmarking information that may have a bearing on the arm’s length basis
analysis, such as:
o market analysis, research report, industry trends, business strategies,
financial forecasts, etc.;
o third party comparables, valuation reports, price publications including
stock exchange and commodity market quotations;
o management assessment of pricing terms and business justification for the
proposed transaction;
o comparative analysis, if any, of other such transaction entered into by the
company.

 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 and not at arm’s length basis, are placed before the Board for its
approval.
In addition to the above, the following kinds of transactions with related
parties are also placed before the Board for its approval:
o

o

o
o

Transactions which may be in the ordinary course of business and at arm’s
length basis, but which are as per the policy determined by the Board from
time to time require Board approval in addition to Audit Committee
approval;
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;
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.
Material Related Party Transactions which are intended to be placed before
the shareholders for approval.

 Approval of the Shareholders of the Company
All Material Related Party Transactions shall require approval of the
Shareholders of the Company as prescribed under the Companies Act 2013
and rules made thereunder, as amended from time to time. All Related Parties
shall abstain from voting on such resolution irrespective of whether the entity
is a party to the particular transaction or not. However, the said provision is
not applicable in respect of the transactions entered into between a holding
company and its wholly owned subsidiary whose accounts are consolidated
with such holding company and placed before the shareholders for approval.
All Related Party Transactions which are not in the ordinary course of
business or not at arm’s length and which are in excess of the limits
prescribed under the Act, as amended from time to time, requiring the
approval of shareholders, shall require approval of the Shareholders as
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prescribed under the Companies Act 2013 and rules made thereunder, as
amended from time to time. And in such cases, the Related Party/(ies) to the
transaction shall abstain from voting on such resolution. For this purpose, all
entities falling under the definition of related parties shall abstain from voting
irrespective of whether the entity is a party to the particular transaction or
not.
Clause 49(VII) (E) provides that the requirement for seeking shareholders’
approval shall not be applicable to transactions between the Company and its
wholly owned subsidiary/ies whose accounts are consolidated with the
Company.
5)

DISCLOSURES
The Company shall disclose, in the Board’s report, transactions prescribed in
Section 188(1) of the Act with related parties, which are not in ordinary course
of business or arm’s length basis along with the justification for entering into
such transaction.
This Policy will be uploaded
www.ashokalcochem.com.

on

the

website

of

the

Company

at

The Company will also disclose the details of all Material Related Party
Truncations on a quarterly basis along with the compliance report on
corporate governance filed with the stock exchanges under clause 49 of the
Listing agreement.
6)

POLICY REVIEW
This Policy is framed based on the provisions of the Clause 49 of the Listing
Agreement with the stock exchanges and based on the provisions of
Companies Act 2013 and rules thereunder. In case of any subsequent changes
in the provisions of the said Regulations / Act / rules would prevail over the
Policy and the provisions in the Policy would be modified in due course to
make it consistent with law.
This Policy shall be reviewed by the Audit Committee as and when any
changes are to be incorporated in the Policy due to change in regulations or as
may be felt appropriate by the Committee. Any changes or modification on the
Policy as recommended by the Committee would be presented for approval of
the Board of Directors.

