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Zuari Cement Limited 
 

POLICY ON RELATED PARTY TRANSACTIONS  
(Revised version - e ffec tive from 29 May 2023) 

 

1.  Preamble  
 

The Board of Directors (the “Board”) o f Zuar i Cement  Limit ed (the “Company” 

or “ZCL”),  adopts the fo llowing Policy with regard to  Relat ed Party 

Transact ions (RPT) as defined be low, in  compliance with the requirements o f 

Sect ion 188 o f the Companies Act  2013 ( the “Act”) and Rules made thereunder 

in order to  ensure the t ransparency and procedural fairness  o f such t ransact ions.  

The Po licy la ys down the key pr inciples that  will govern RPT and spells out the 

procedures that  will be fo llowed when RPT are to  be entered into.  The Po licy 

shall be read with the Framework for RPT which has been adopted as a separat e 

document .  The Board will update the policy in the light  o f any subsequent  

modificat ions,  amendments or re -enactment  to  the Act   

 

2. Purpose  

This po licy is intended to ensure high standards o f corporate governance at  ZCL 

by overcoming the potent ial conflict  of interest  that  RPT are likely to  create.  It 

provides the assurance that  the RPT are being regulated by the B oard in the best 

int erests of ZCL and all it s stakeho lder s by laying down the procedure for the 

proper review, approval and report ing of t ransact ions,  between the Comp any and 

any o f it s related part ies .  

Provisions o f this po licy are des igned to govern the t ransparency o f the 

approval processes and disclosure requirements to ensure fairness in Related 

Party Transact ions,  in compliance with the applicable laws.  

3. Definitions  
 

“Arm’s Length Basis”  means a t ransact ion between two related part ies that  is  

conducted as if they were unre lated, so that  there is no conflict  of int erest .  

 

 

“Board” means Board of Directors of ZCL.   

 

“Framework” means the document  by that  name adopted by the Board that 

forms an integral part  of this Policy and provides the basis for determining 

Arm’s Length Pr ice (ALP) for all t ransact ions which are proposed to be entered 

into with the Related Part ies as defined under the RPT po licy o f the Company.  

  
“Key Managerial Personnel” has the same meaning as under Sect ion 2 (51)   

read with Sect ion 203 of the Companies Act ,  2013. 
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“Material Related Party Transaction” means a t ransact ion with a Re lat ed 

Party which, eit her ind ividually or taken together with t he previous t ransact ions 

dur ing that  financia l year,  equals to  or exceeds the thresho ld  limit(s) prescr ibed 

under Annexure III of this Po licy.  

 

“Related Party”: An ent it y shall be considered as re lated to  ZCL if:  
 

( i)  such ent it y is  a related party under  Sect ion 2(76)1  of the Companies   

Act ,  2013; or 
 

( ii)  such ent it y is a related party under the applicable account ing standard2 .  

 

“Related Party Transaction”  means t ransact ions/contracts/arrange ments 

between ZCL and it s Related Part ies in  accordance with t he Companies Act ,  

2013. 

 

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

 

4. Procedure  
 

All Related Party Transact ions  must  be reported to  the  Board and shareho lders,  

where applicable,  in accordance with this policy.  

 

4.1 Identification of Potential Related Party Transactions  

 

Each Director and Key Manager ial Personnel is responsible for providing 

advance not ice to  the Board  of any potent ial Related Party T ransact ion 

invo lving him or her or his or her dependent  Relat ives,  including any addit ional 

informat ion about  the t ransact ion that  the Board may request .  The Board will 

determine whether the t ransact ion const itute s a Related  Party Transact ion 

requir ing compliance with this po licy.  

 

 

4.2 Approval of Related Party Transactions  

 

All Related Par ty Transact ions and any subsequent  Modificat ion thereo f,  shall 

require pr io r approval o f the Board. However,  the Board may grant  omnibus 

approval for Related Party Transact ions proposed to  be entered into by the 

Company provided the condit io ns as ment ioned in Clause 4.4 of this po licy are 

sat isfied. 1 

 

                                                
1 Tex t  o f  Sec t ion 2(76) o f  the Companies  Ac t ,  2013 i s enc losed as  Annexure I .  
2 Relevant  t ex t  o f  Account ing Standard (AS 18) i s enc losed  as  Annexure I I .  
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All Re lated Party Transact ions which are neither in the ordinary course o f 

business nor at  arm’s length pr ice  require pr ior Board approval.  Addit ionally,  

shareho lder approval shall be required if the proposed t ransact ion is a Mater ial 

Related Party Transact ion or any subsequent  Modificat ion thereof.  No 

shareho lder o f the Company if such a shareho lder is  a  Related Party shall vote 

on any such special reso lut io n.  

 

4.3 Procedure to be followed for approval of Related Party Transactions  
 

To review and approve a Related Party Transact ion, the Board will be provided 

with all relevant  mater ial informat ion  of the Related Party Transact ion,  

inc luding the fo llowing:  

 

 Name o f related party and deta ils explaining nature of relat ionship;  
 

 Nature of t ransact ion and mater ial terms thereo f including  the value,  if 

any;  
 

 Business rat ionale for the Company to enter into the Related Party 

Transact ion – the need and benefit  test ; 
 

 Terms of the Related Party Transact ion along with compar ison with third 

party comparable quotes to  determine whether the t rans act ion is on an 

Arm’s Length Basis;  
 

Any member who has a potent ial interest  in any Related P arty Transact ion shall 

recuse himself or herself and abstain from discussion and vot ing on the approval 

of the Related Party Transact ion.  

 

The Board shall determine that  a Related Party Transact ion should be p laced 

before it  for review / approval,  or if t he Board in any case elects to  review any 

such mat ter o r it  is mandatory under any law for the Board to  approve the 

Related Party Transact ion, the considerat ions set  forth above shall apply to  the 

Board’s review and approval o f the mat ter .  

 

 

4.4 Omnibus approval for Related Party Transactions  

 

The Board may grant  omnibus approval for Rela ted Party Transact ions proposed 

to  be entered into by the Company subject  to  the fo llowing condit ions: -  

 

( i)  The t ransact ion  is repet it ive in nature ; 

( ii)  Such  approval is in the interest  of the Company; and 

( iii)  All the relevant  mater ial informat ion as out lined in Clause 4.3 of 

this po licy has been provided to  the Board for evaluat ion and 

approval.  
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Such omnibus approval shall specify: ( i)  the name(s) of the re lated party,  nature 

of t ransact ion, per iod o f t ransact ion and maximum amount  o f t ransact ion that  

can be entered into; ( ii)  the indicat ive base pr ice/current  contracte d pr ice and 

the formula for var iat ion in the pr ice ,  if any; and ( iii)  such other condit ions as 

the Board may deem fit .  

 

Provided that  where the need for Related Party Transact ion cannot  be foreseen 

and aforesaid details are not  available,  the Board  may grant  omnibus approva l 

for such t ransact ions subject  to their  value not exceeding MINR 10 per 

t ransact ion.  

 

The Board shall review, at  least  on a quarterly bas is,  the details  o f such Related 

Party Transact ions entered into by the  Company pursuant  to  each omnibus 

approval given.  

 

Such omnibus approvals shall be valid fo r a per iod not  exceeding one year a nd 

shall require fresh approvals after the expiry o f one year .  

 

5. Determination of Arm’s Length Price  

 

The arm’s length pr inc iple  and the t ransfer pr icing methodo logies prescr ibed 

under the Indian Inco me Tax Act ,  1961 as well as associated domest ic and 

int ernat ional guidance shall be referred to  determine arm’s lengt h pr ice relat ing 

to  all Related Party Transact ions.   

 

While consider ing the arm’s length nature of the t ransact ion(s),  the Board of 

Directors shall refer to  the “Framework on Related Party Transact ions (RPT)” as 

framed under this  Po licy to  assess and determine Arm’s Length Pr ice (ALP) for 

the t ransact ions.  

 

6. Disclosures 

 

ZCL will make adequate d isclosures with respect  to  the Related Party 

Transact ions as under:  

 

( i)  ZCL will disclose this po licy on its website  and a web link thereto  

shall be provided in the Annual Report.  

 

( ii)  Part iculars o f contracts or  arrangements entered into with Related 

Part ies along with the relevant  just ificat ions shall also be disclosed 

in the Directors’ Report  in accordance with the Companies Act ,  

2013. 

 

7. Registers 

 



Related Party Transaction Policy                                                               

 

 Page 5 of 8 

 

 

The Company shall ma intain a register giving the part iculars o f all contract s or 

arrangements to  which this po licy applies and such register shall be 

placed/taken note of before the meet ing of the Board  of Directors and signed by 

all the Directors present  at  the meet ing.  

 

8.  Amendments  

 

This po licy may be amended by the Board of Directors at  any po int  of t ime.    

 

9.  Annual Review 

 

The Board of Directors will review this Po licy and t he Framework annually 

after the close of the financial year and update or revise them as may be 

required.  
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Annexure I  

 

Sect ion 2 (76): “related party”,  with reference to  a company, means—  
 

( i)  a director or his/her relat ive;  

( ii)  a key manager ial personne l or his/her relat ive;  

( iii)  a firm, in which a director, manager or his /her relat ive is a partner ;  

( iv) a pr ivate company in whic h a d irector or manager is a member or  director;  

(v) a public company in which a director or manager is a director and ho lds 

along with his /her relat ives,  more than two percent  of its paid-up share capit al;  
 

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

manager is accustomed to act in accordance with the advice,  direct ions or 

inst ruct ions o f a director or  manager ;  
 

(vii)  any person on whose advice,  direct ions or inst ruct ions a director or 

manager is accustomed to act :  

 

Provided that  nothing in sub-clauses (vi) and (vii) shall app ly to  the 

advice,  direct ions or inst ruct ions given in a professional capacity ;  
 

(viii)  any company which is— 

(A) a ho lding, subsid iary or an associate company o f such company; or  

(B) a subsid iary o f a ho lding company to which it  is also a subsid iary;  

(C) an invest ing Company or the venturer of the Company.  

( ix) such other person as may be prescr ibed;  
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Annexure II  
 
Account ing Standard (AS) 18 defines a “related party” as under:  

 

1.  Related party - part ies are cons idered to be related if at  any t ime dur ing 

the report ing per iod one party has the abilit y to  control the other party or 

exercise s ignificant  influence over the other party in mak ing financia l 

and/or operat ing decis ions.  

 

2.  Control – (a) ownership,  direct ly or indirect ly,  o f more than one-half o f 

the vot ing power of an enterpr ise,  or  
 

(b) control o f the composit ion o f the board of directors in the case o f a  

company or of the compo sit ion o f the corresponding governing body in  

case of any other enterpr ise,  or  

 

(c) a substant ial int erest  in vot ing power and the power to direct ,  by 

statute or agreement ,  the financia l and/or operat ing po lic ies of the 

enterpr ise.  

 

3.  Significant  influence - part icipat ion in  the financial and/or operat ing 

policy dec isions o f an enterpr ise,  but  not  control of those  po licies.  
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Annexure III 
 

Threshold limits for determining materiality of Transactions  

 
S. No. Category of RPT Threshold limit  

(refer  note below)  

1 Goods 

1.1 Sale of Clinker/Cement / 

Semi-finished Goods  

 10% of the Annual Turnover as per the la st  

audited financial statements.  

1.2 Purchase of Raw 

Mater ials / Semi-

finished Goods, 

Electr icit y  

10% of the Annua l Turnover as per the la st  

audited financial statements  

1.3 Sale/Purchase of Other 

goods/mater ials  

 10% of the Annual Turnover as per the last  

audited financial statements  

 

2. Services  

2.1 Payments towards 

License fee/Technical 

Know-how fee/Royalty 

2% of the Annual Turnover as per the last  

audited financ ial statements,  subject  to a 

maximum of INR 500 Million.  

2.2 Availing SAP, IT 

support  and any other 

services  

INR 500 million or 10% of the Annual  

Turnover as per the last  audited financ ial 

statements,  whichever is less  

2.3 Management  chargeback 

for availing services 

from Group Companies  

INR 500 million or 10% of the Annual 

Turnover as per the last  audited financial 

statements,  whichever is less.  

2.4 Management  chargeback 

for providing services to  

Group Companies  

INR 500 million or 10% of the Annual 

Turnover as per the last  audited financial 

statements,  whichever is less.  
 

3 Financial transactions  

3.1 Borrowings / Lend ing 

funds (pr incipal amount ) 

INR 2000 million or 10% of the Annual 

Turnover as per the last  audited financial 

statements,  whichever is less.  

3.2 Giving / Availing 

Corporate Guarantee 

(pr incipal amount) 

INR 2000 million or 10% of the Annual 

Turnover as per the last  audited financial  

statements,  whichever  is less.  

 
Note: ( i )  I t  i s hereby clar i fied that  the l imits speci fied above shal l  apply for  t ransact ion  or  

t ransact ions to be en tered in to ei ther  ind ividual ly or  taken together  wi th the previous t r ansact ions  

dur ing a  financia l year .  

( i i )  In case of whol l y owned subsidiary,  the  r esolut ion  passed by the holding company shal l be  

suffi cien t  for  the purpose of en ter ing in to the tr ansact ion bet ween  the whol l y owned subsidiary 

and the holdin g company.  

 


