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Related Party Transaction Policy 

1. Preamble 
Centrum Financial Services Limited (“the Company”) seeks to uphold good standards of 
corporate governance and internal controls. Towards this, the Board of Directors (“the 
Board”) of the Company, acting upon recommendation of its Audit Committee (“the 
Committee”), has adopted the following policy and procedures with respect to Related 
Party Transactions (“RPTs”) of the Company. 

 
This Policy is in conformance with the Centrum Group’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 and take action(s) to eliminate such 
conflict, if so required. 

 This Policy is framed not only in the best interests of the stakeholders of the Company, 
but also in due compliance with the requirements of the Companies Act, 2013, (“the 
Act”) and other applicable laws of the country. This Policy lays down the mechanism to 
deal with RPTs. 

 
2. Definitions 

“Arm’s length transaction” means, transaction between two related parties that is 
conducted as if they were unrelated, so that there is no conflict of interest. 

 
“Audit Committee or Committee” means Committee of Board of Directors of the Company 
constituted under provision of  the Companies Act, 2013. 

“Board” means the Board of Directors of the Company. 
 

“Key Managerial Personnel or KMP shall have the same meaning ascribed to it in 
the Companies Act, 2013. 

 
“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 
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historical practice and pattern of frequency (not an isolated transaction), has connection 
with the normal business carried on by the Company. 

 
“Related Party” is a party as defined in sub-section (76) of Section 2 of the Act and 
applicable accounting standards. 

 
“Related Party Transaction (RPT)” means any transfer of resources, services or obligations 
between the Company and a Related Party, regardless of whether a price is charged or not. 

 
“Relative” means relative as defined under the Companies Act, 2013. 

 

Unless the context otherwise requires, words and expressions used in this Policy and not 
defined herein but defined in the Companies Act, 2013, or rules framed thereunder, shall 
have the meaning assigned to them therein. 

 

3. General Guidelines 

All RPTs shall be referred to the Audit Committee for approvals. The Audit Committee 
shall also approve any subsequent (post approval) modifications of RPTs. The Accounts 
department shall refer all executed or proposed RPTs to the Audit Committee for prior 
approval or reporting as the case maybe. 

 
All Material RPTs shall require approval of the shareholders by an ordinary resolution. All 
the Related Parties of the Company shall abstain from voting on such resolution 
irrespective of whether they are interested in that particular Material Related Party 
Transaction or not; Provided that this requirement shall not apply to a company in which 
90% or more members in number are relatives of promoters or are related parties. 

 
Provided further that, transactions entered into between the Company and a wholly- 
owned subsidiary of the Company where, 

(i) the accounts of the subsidiary 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 as prescribed 
under the Companies Act, but shall require Board Approval. 

 
The Audit Committee and/or Board as may be applicable in a given case, may give suitable 
directions / guidelines to implement the same. 

 
 

4. Identification of Related Parties & RPTs 
 
 Each Director  and KMP and other related party shall promptly  notify the Audit  

Committee  of any material interest  that  such  person  or  relative  of  such  person  
had,  has or may have in any transaction with the company, by providing notice to the 
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Board or Audit Committee of any potential RPT together with additional information 
about the RPT that the Board or Audit Committee may reasonably request. 

 The Company prefers that such notices are given well in advance, so that all 
stakeholders have adequate time to obtain and review information about the proposed 
RPT. 

 The Company Secretary shall maintain and notify the operating team about Related 
parties to enable them to identify potential RPTs. 
 

5. Review and A pproval of RPTs 
 
 All RPTs shall be referred to the Audit Committee for its review and approval; 
 The Audit Committee, in order to review a RPT, shall be provided with information 

about the RPT including commercial terms, purpose, benefits to the Company and to 
the Related Party and any other relevant information; 

 Any member of the Audit Committee who has an interest in any RPT, shall recuse 
himself or herself and abstain from discussion and voting on the approval of such RPTs; 

 Any member of the Board, who has an interest in any RPT, shall recuse himself or 
herself and abstain from discussion and voting on the approval of such RPTs; 

 All Material Related Party Transactions shall require approval of the shareholders, 
based on recommendation of the Board, through an ordinary resolution passed at the 
general meeting. However, approval of the shareholders would not be required to be 
obtained by the Company for transactions with its wholly owned subsidiary whose 
accounts are consolidated with such holding company and placed before the 
shareholders at the general meeting for approval. However, no member of the Company 
shall vote on such resolution, to approve any contract or arrangement which may be 
entered into by the company, if such member is a related party, except for transactions 
with company/ies in which ninety per cent or more members, in number, are relatives 
of promoters or are related parties. 

 

Criteria for approving RPTs 
 

To evaluate an RPT for approval, the Audit Committee shall consider the following factors, 
among others, to the extent relevant to the RPT: 
 Whether the terms of the RPT are fair and on ‘arm’s-length-basis’ vis- à- vis the 

Company and the terms would be similar, if the transaction did not involve a Related 
Party; 

 Whether there are any compelling business reasons for the Company to enter into the 
RPT and the nature of alternative transactions, if any; 

 Whether the RPT would affect the independence of an Independent Director; 
 Whether the proposed RPT includes any potential reputational risk issues that may
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arise as a result of or in connection with the proposed RPT; 
 Whether subsequent ratification of the proposed RPT is allowed and would be 

detrimental to the Company; 
 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, the direct or indirect 
nature of the director’s, KMP’s 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; 

 If the Audit Committee determines that a RPT should be brought before the Board, 
or if the Board chooses to review any such RPT or it is mandatory under any law for the 
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. 

Omnibus Approvals by the Audit Committee 
 
 The Audit Committee may choose to grant omnibus approval (“Omnibus Approval”) for 

a class of transactions which are repetitive in nature, as per the procedure specified 
for approving RPTs in this Policy. In addition to the criteria specified as above, the Audit 
Committee shall be required to specify in the Omnibus Approval: 

1) Name(s) of the Related Party, nature, period of transaction and maximum amount 
of the proposed RPTs; 

2) Indicative basis or formula for commercial terms; and 
3) Such other conditions as the Audit Committee may deem fit; 
4) In the event the need for a class of RPTs cannot be foreseen or the details specified in 

(1) to (2) above are not available, the Audit Committee may grant Omnibus Approval 
for such RPTs provided each transaction does not exceed Rs.1,00,00,000/- (Rupees 
One crore). 
 

 Audit Committee shall review the details of actual RPTs entered into by the Company 
pursuant to each of the Omnibus Approvals on a quarterly basis. 

 The Omnibus Approvals shall be valid for a period not exceeding one year and shall require 
fresh approvals from the Audit Committee after the expiry of 1 (one) year from the grant 
of each approval. 

 
Other RPTs that do not require specific prior approval of the Audit Committee 
 Any transaction that involves compensation to a director or KMP in connection with 

his or her duties to the Company or any of its subsidiaries or associates including the 
reimbursement of reasonable business and travel expenses incurred in the Ordinary 
Course of Business. 

 Any transaction in which the Related Party’s interest arises solely from ownership of 
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securities issued by the Company and all holders of such securities receive the same 
benefits pro rata as the Related Party. 

 Any transaction arising out of Compromises, Arrangements and Amalgamations dealt with 
under specific provisions of the Act. 

 Reimbursement of pre-incorporation expenses incurred by a Related Party as approved by 
the Board of Directors. 

 Any other exception which is consistent with the Applicable Laws, including any rules or 
regulations made thereunder. 

 
Notwithstanding the above, the Audit Committee shall approve all RPTs which are not at 
arm’s length and/ or which are not in the ordinary course of business; 

 

RPTs not approved under this Policy 

 In the event the Company becomes aware of any RPT that has not been approved under 
this Policy by the Audit Committee, prior to its consummation, it shall report such 
transactions to the Audit Committee which shall follow the procedure laid down in this 
Policy. 

 In any case, save as otherwise provided in the Policy, where the Audit Committee 
determines not to ratify a RPT that has been commenced without its prior approval, the 
Audit committee as appropriate, may direct additional actions including, but not limited 
to, immediate discontinuation or rescission or revision of the transaction. 

 Where any contract or arrangement is entered into by a director or any other employee, 
without obtaining prior consent of the Board, the same shall be ratified by the Board at 
its meeting within three months from the date of entering into any such contract or 
arrangement. 

 Notwithstanding the above, the right to ratify any such contract or arrangement beyond 
the period of three months, vests with the Board and/ or Shareholders, as the case may 
be, as may be deem fit appropriate in the facts and circumstances. 

 

6. Disclosures 
 

Appropriate disclosures as required under the Act shall be made in the Financial Statements 
and Board’s Report. 

 
7. Applicability 

 
In the event of any provisions contained in this Policy is inconsistent with the provisions 
contained in the Companies Act, 2013, or Accounting Standards, etc. or any amendments 
thereto, (Regulatory Acts), the provisions contained in the Regulatory Acts shall prevail. 
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8. Amendments 

This Policy may be amended by the Board, at any time and is subject to the 
a) amendments to the Companies Act, 2013, (the Act 2013) and 
b) applicable Accounting standards 

 
 

Note: 
 

Last reviewed on: May 21, 2019 
   Amended on: May 11, 2023 

Version: 3 



 

 

Process for Related Party Transactions 
Version 
Related Party Transaction (RPT) Process 3.0 

 

Approval / Adoption of Process 
The CS shall notify this process after its adoption by the Audit Committee 

 

Date of Adoption 
21/05/2019 

 

Applicability 
Centrum Financial Services Limited (CFSL) 

 

Scope of the Process 
Identification of Related Parties, Identification of RPTs, Classification of type of RPT as per policy for 
approvals, Commercial Rationale 

 

References 
RPT Policy adopted by the Board (in force as on date of release of this Process note) 

 

Definitions 
Board : Board of Directors of CFSL 

Audit Committee: Audit Committee of Board of CFSL 

Groups :  Business groups of CFSL 

Chairman : Chairman of the Board of CFSL 

CS : Company Secretary of CFSL 

Heads : Heads of Groups 

Originator : Employee originating the RPT 

Controller : Finance Controller / Manager / CFO of CFSL 

Policy : RPT Policy in force as adopted by the Audit Committee & the Board 
 

Process 
Identification of Related Parties 
CS shall seek and maintain the list of related parties as declared by notified stakeholders including 
Board members, KMPs and any other notified person as maybe required by the Policy. 

CS shall also seek and maintain the list of Related Parties that are associated with CFSL as an entity 
including subsidiaries, holding companies, associate companies and any other such parties that shall 
be deemed to be related parties by virtue of their association with CFSL. 

Classification of Related Parties 
CS shall classify the related Parties as below for appropriate action as below: 



 

 

1. Transactions with holding Company of CFSL 
2. Transactions with 100% Subsidiaries of the Company (WoS) 
3. Transactions with Subsidiaries / associates that are not 100% owned by CFSL (Subsidiaries) 
4. Transactions with parties related to Promoters /investing / venturer of CFSL (Promoters) 
5. Transactions with parties other than above and are related to Directors or KMPs of CFSL 
6. Transactions with parties other than above and are related to Directors (other than an 

independent director) or KMPs of holding Company of CFSL 
7. Any Other Related Parties as maybe identified 

 
 

Notification of Related Parties 
CS shall notify the complete list (with classification) to the Accounts team and Business heads 
including any changes therefrom as and when the list is amended. The notification shall include the 
names of the party, PAN and any other details that maybe required to identify such parties. 

The Accounts team shall flag these parties as Related parties as and when such parties are set up in 
the books for the purpose of any transaction. 

Notification of Approvals 
CS shall notify the pre-approvals (including Omnibus approvals) in place (or changes thereof) on an 
ongoing basis to the accounts team and contracting teams. 
CS shall notify the Accounts and Contracting teams about specific approvals received for RPTs on an 
ongoing basis. 

Identification of Proposed RPTs 
The Accounts team shall identify transactions proposed with Related party as per list notified by the 
CS. The Accounts team shall classify the transaction based on the classification of the Related party. 

Approval of RPTs 
The Business or contracting team shall specifically provide the rationale and methodology of charge 
for each category of RPT or each RPT. 

The rationale and basis shall be prepared or verified (depending on the nature of the transaction) to 
conform to the policy. 

Wherever it is pre-approved by the Audit Committee and is as per policy, the transaction shall be 
progressed. 

Wherever prior approval is required, the documentation and rationale thereof shall be sent to the CS 
team for approval by the Audit Committee. 

Notwithstanding approvals, all RPTs shall be compiled and reported to the Audit Committee on a 
quarterly basis. 

Post-facto approval of RPTs 
In case RPTs were not identified in advance for whatever reasons, such RPTS shall be reported 
distinctly to the Audit Committee for consideration under the policy. 

Templates 
The Accounts team shall notify the templates for reporting RPTS to the Audit Committee and use 
this template for this purpose. 

Certification 
The CFO shall provide a certificate for RPT transactions reported to the Audit Committee 


