
Introduction 

Section 177 and 188 of the Companies Act, 2013 read with Companies (Meetings of Board and its 
Powers) Rules, 2014 provides the mechanism for dealing with Related Party Transactions of a Company. 
It also provides for certain compliance requirements for entering into such transactions. Maxvalue 
Credits and Investments Limited have framed a policy on Related Party Transactions in line with the 
above statutory requirement. The policy has been discussed at the Board Meeting held on 30.03.2019 
and was approved for its adoption and also to post the same on the web site of the Company.  The 
policy will be reviewed at the first meeting of the Board in every financial year. Following is the summary 
of the policy of the Company on related party transactions. 

 
Definitions 

Related party means:  

 A director or his relative;  
 A key managerial personnel (KMP) or his relative;  
 A firm, in which a director, manager or his relative is a partner;  
 A private company in which a director or manager or his relative is a member or director;  
 A public company in which a director or manager is a director and holds along with his 

relatives, more than two per cent of its paid-up share capital;  
 Anybody 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;  
 Any person on whose advice, directions or instructions a director or manager is accustomed 

to act (Provided that nothing in sub-clauses (vi) and (vii) shall apply to the advice, directions 
or instructions given in a professional capacity).  

 Anybody corporate which is  a holding, subsidiary or an associate company of such company;  
or  a subsidiary of a holding company to which it is also a subsidiary; or  

 A director other than an independent director or key managerial personnel of the holding 
company or his relative with reference to a company (as per Companies (Meetings of Board 
and its Powers) Rules, 2014);  

 Any person or entity belonging to the promoter or promoter group of the listed entity and 
holding 20% or more of shareholding in the listed entity 

Arm's length transactions 
Means a transaction between two related parties that is conducted as if they were unrelated, so that 
there is no conflict of interest. A transaction with a related party will be considered to be on arm’s 
length basis if the key terms, including pricing of the transaction, taken as a whole, are comparable with 
those of similar transactions if they would have been undertaken with unrelated parties.  
 

Material related party transaction 
Means a transaction with related party if the transaction(s) to be entered into individually or taken 
together with previous transactions during a financial year, exceed ten percent of the annual 
consolidated turnover of the Company as per the last audited financial statements.  
 



Ordinary course of business 
Means and includes activities that are necessary, normal, and incidental to the business. The ordinary 
course of business covers the usual transactions, customs and practices related to the business. The 
following are the features of such transactions:- 

i. The transaction is normal or otherwise unremarkable for the business.  
ii. The transaction is frequent/regular  
iii. The transaction is a source of income for the business  
iv. Transactions that are part of the usual business practice, even though the company may not 

have done it in the past.  

Relatives 
According to section 2 (77) of the Companies Act, 2013, relative with reference to any person, 
means anyone who is related to another, if— 
(i) they are members of a Hindu Undivided Family; 
(ii) they are husband and wife; or 
(iii) a person shall be deemed to be the relative of another, if he or she is related to another in the 
following manner, namely:- 

(a) Father: Provided that the term “Father” includes step-father. 
(b) Mother: Provided that the term “Mother” includes the step-mother. 
(c) Son: Provided that the term “Son” includes the step-son. 
(d) Son’s wife. 
(e) Daughter. 
(f) Daughter’s husband. 
(g) Brother: Provided that the term “Brother” includes the step-brother; 
(h) Sister: Provided that the term “Sister” includes the step-sister;  

 
Key Managerial Personnel’s (KMPs) 

Means  
(i) the Chief Executive Officer or the managing director or the manager; 
(ii) the company secretary; 
(iii) the whole-time director; 
(iv) the Chief Financial Officer; and 
(v) such other officer as may be prescribed under Companies Act, 2013 
 

Related Party Transactions 
Related Party Transaction includes the following transactions between the related parties: 
 sale, purchase or supply of any goods or materials; 
 selling or otherwise disposing of, or buying, property of any kind; 
 leasing of property of any kind; 
 availing or rendering of any services; 
 appointment of any agent for purchase or sale of goods, materials, services or 
 property; 
 such related party's appointment to any office or place of profit in the company, its 
 subsidiary company or associate company; and 
 Underwriting the subscription of any securities or derivatives thereof, of the company. 



Approval of related party transactions 
All transactions identified as related party transactions should be pre-approved by the Audit Committee. 
The Audit Committee shall consider all relevant factors while deliberating the related party transactions 
for its approval.  
 
Any member of the Committee who has any interest in any related party transaction shall not vote to 
approve the related party transaction. A related party transaction which is (i) not in the ordinary course 
of business, or (ii) not at arm’s length price, would require approval of the Board of Directors or of the 
shareholders as  the case may be.  
 
The Audit Committee may grant omnibus approval (for a period of 12 months) for related party 
transactions which are repetitive in nature and subject to certain criteria/conditions as required under 
Regulation 23 and Companies Rules, 2014 and such other conditions as it may consider necessary.  
However, the approval of the Audit Committee is not required for a transaction, other than a 
transaction referred to in section 188, between the Company and its wholly-owned subsidiary company. 
The Audit Committee may not approve a transaction but may make appropriate recommendations to 
the Board.  
 
A transaction, amounting upto Rs.10 lakhs, entered by a director, key managerial personnel or any other 
officer of the Company on whose directions or instructions the Board of Directors are accustomed to 
act, without obtaining approval of the Audit Committee would be voidable at the option of the Audit 
Committee, unless it has been ratified by the Audit Committee within three months from the date of the 
transaction.  
 
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. 
A related party transaction which is not under the omnibus approval or otherwise pre-approved by the 
Committee, will be placed before the Committee for ratification. 
 

Board of Directors 
In case any related party transactions are referred to the Board for its approval due to the transaction 
being (i) not in the ordinary course of business, or (ii) not at an arm’s length price, or (iii) a transaction 
not approved but recommended by the Audit Committee, the Board will consider such factors as, nature 
of the transaction, material terms, the manner of determining the pricing and the business rationale for 
entering into such transaction. On such consideration, the Board may approve the transaction or may 
require such modifications to transaction terms as it deems appropriate under the circumstances. Any 
member of the Board who has any interest in any related party transaction shall not vote to approve the 
related party transaction. 

Shareholders 
If a related party transaction is a material transaction as per Regulation 23, it shall require shareholder’s 
approval through resolution and no related parties shall vote to approve such resolutions whether the 
entity is a related party to the particular transaction or not. If a related party transactions is not in the 
ordinary course of business, or not at arm’s length  and exceeds certain thresholds prescribed under the 
Companies Act, 2013, it shall require shareholders’ approval by a resolution. In such a case, any member 



who is a related party having interest in the transaction for which resolution being proposed, shall not 
vote on such resolution passed for approving related party transaction.  
 

Reporting of related party transactions 
Every contract or arrangement, which is required to be approved by the Board/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 transactions with any person or entity belonging to the 
promoter/promoter group and having shareholding of 10% or more in the company would be disclosed 
in the annual report. 
 

Threshold limits which require special resolution: 
The following are transactions and threshold limits, for related party transactions which require 
approval by special resolution, under Section 188 of the Companies Act 2013. 

a) Sale, purchase or supply of any goods or materials; the amount involved exceeds 10% of the 
turnover of the company or INR 100 crore, whichever is lower; 

b) Selling or otherwise disposing of, or buying, property of any kind; where the amount 
involved exceeds 10% of the net worth of the company or INR 100 crore, whichever is lower; 

c) Leasing of property of any kind; the amount involved exceeds ten percent of net worth of 
the company or ten per cent. of turnover of the company or Rupees One Hundred crore; 

d) Availing or rendering of any services involving an amount exceeding 10% of the turnover of 
the company or INR 50 Crore, whichever is lower; 

e) Appointment of any agent for purchase or sale of goods, materials, services or property; its 
subsidiary or associate company at a monthly remuneration exceeding INR 2.5 lacs; 

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  of the company more than 1% of net worth 
of the company. 

No member of the related party can vote in a special resolution to approve any contract or arrangement 
which may be entered into by the company. 
 

Ratification of  Related Party Transactions 
Where any contract or arrangement, which is considered as a Related Party Transaction exclusively 
as per Companies Act, 2013, is entered into by a director or any other employee, without obtaining 
the consent of Audit Committee or the Board or the shareholders of the Company, as the case may 
be, such transaction shall be ratified by the Board or, as the case may be, by the shareholders at a 
meeting within three months from the date on which such contract or arrangement was entered 
into. 
 

*** 


