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Hikal Limited 
Related Party Transactions Policy 

 

1. Introduction : 

 

The Board of Directors (the “Board”) of Hikal Ltd. (the “Company”) has adopted the 

following policy and procedures with regard to Related Party Transactions (‘Related Party 

Transaction (RPT) Policy’), as per the requirements of Section 188 of Companies Act, 2013 

read with Rules made thereunder (hereinafter referred to as ‘The Act’) and Regulation 23 of 

the Securities and Exchange Board of India (Listing Obligations and Disclosure 

Requirements) Regulations, 2015 (‘the SEBI Listing Regulations’). 

 

2. Purpose: 

 

Hikal Limited or “the Company” has formulated guidelines for materiality of related party 

transactions, dealing with related party transactions and material modifications to related 

party transactions already approved. 

 

3. Objective of the Policy: 

 

The objective of this Policy is to set out: 

(a) the materiality thresholds for related party transactions;  

(b) the manner of dealing with the transactions between the Company and its related parties 

based on the Act, the SEBI Listing Regulations and any other laws and regulations as 

may be applicable to the Company; 

(c) the threshold for material modification to related party transactions. 

 

4. Definitions: 

 

“Arm’s length transaction (‘ALP’)” means a transaction between two related parties 

that is conducted as if they were unrelated, so that there is no conflict of interest. 

 

“Related Party”, with reference to a Company, shall have the same meaning as defined in 

Section 2(76) of the Companies Act, 2013 and Regulation 2 (zb) of the SEBI Listing 

Regulations, as amended from time to time. 

 

“Related Party Transaction” (RPT) means – 

• for the purpose of the Act, specified transaction mentioned in Section 188; 

• for the purpose of the SEBI Listing Regulations specified transaction mentioned in 

Regulation 2 (zc). 

 

A "transaction" with a related party shall be construed to include single transaction or a 

group of transactions in a contract. 

 

5. Materiality Thresholds: 

 

Regulation 23 of the SEBI Listing regulations requires a company to provide clear 

materiality thresholds for transactions beyond which the shareholders’ approval will be 

required.  

 

Accordingly, a transaction with a related party shall be considered material, if the 
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transaction(s) to be 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 of the Company as per the last audited financial statements of the 

Company, whichever is lower. 

 

 

 

Notwithstanding the above, a transaction involving 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 five percent of the annual consolidated turnover of the Company as per the last 

audited financial statements of the Company. 

  

5a. Material Modifications: 

 

An increase in the value of the Material Related Party Transaction approved by the members 

of the Company by 20% or more of the approved transaction value or Rs. 50 Cr, whichever 

is lower. 

 

 

6. Policy on related party transactions: 

 

All Related Party Transactions (before being entered into) must be reported to the Audit 

Committee for its approval in accordance with this Policy. 

 

The Board shall review this Policy at least once in a span of three years and may amend this 

Policy from time to time as it deems appropriate. 

 

6.1 Identification of potential related party transactions 

 

Each Director and Key Managerial Personnel is responsible for providing Notice to the 

Board or Audit Committee of any potential Related Party Transaction involving him/her or 

his/her relative, including any additional information about the transaction that the Board or 

Audit Committee may request. The Board shall record the disclosure of Interest and the 

Audit Committee will determine whether the transaction does, in fact, constitute a Related 

Party Transaction requiring compliance with this policy. 

 

The Company strongly prefers to receive such notice of any potential Related Party 

Transaction well in advance so that the Audit Committee has adequate time to obtain and 

review information about the proposed transaction. 

 

Procedure for identification of potential related parties 

The Company Secretary or the Compliance Officer (as the case may be) shall at all times 

maintain a database of Company’s Related Parties containing the names of individuals and 

entities, identified on the basis of the definition set forth in the Key Definition section above, 

along with their details including any revisions therein. 

 

6.2 Approval of Related Party Transactions 

 

6.2.1. Prior approval of Audit Committee 

 

All Related Party Transactions of the Company as prescribed under the Act and the 
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SEBI Listing Regulations and subsequent material modifications shall require prior 

approval of Audit Committee. However, the Audit Committee may grant omnibus 

approval for Related Party Transactions proposed to be entered into by the Company 

subject to the conditions set forth in the SEBI Listing Regulations. The Audit 

Committee shall review the omnibus approvals on a quarterly basis and the omnibus 

approvals shall be valid for a period not exceeding one financial year and shall expire 

at the end of the financial year in which they are approved. 

 

Only those members of the audit committee, who are independent directors, shall 

approve related party transactions and any member of the Audit Committee who has 

a potential interest in any Related Party Transaction will abstain from discussion and 

voting on the approval of such Related Party Transaction. 

 

A related party transaction to which the subsidiary of the Company is a party but the 

Company is not a party, shall require prior approval of the audit committee of the 

Company 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. 

 

6.2.2. Prior approval of Board of Directors under Companies Act 2013 

 

Transactions with the related parties (as defined under Companies Act 2013) within 

the scope of Section 188 of the Act, which are either not in the Ordinary Course of 

Business or are not at Arms’ Length shall require prior approval of the Board of 

Directors. 

 

In the above context, where any director is interested in any contract or arrangement 

with a related party, such director shall not be present at the meeting during 

discussions on the subject matter of the resolution relating to such contract or 

arrangement. 

 

6.2.3. Shareholders’ approval requirements 

 

Shareholder’s approval shall be sought in the following cases as per the requirements 

of Companies Act 2013: 

 

• Transactions with the related parties (as defined under Companies Act 2013) 

covered within the scope of Section 188 of the Act; which are either not in the 

‘Ordinary Course of Business’ or are not on an ‘arm’s Length Basis’ or exceeds 

the threshold under section 188 of the Companies Act 2013 shall also require prior 

approval of the shareholders. 

 

No member of the Company shall vote to approve the resolution where a related party 

contract or arrangement is being considered if such a member is a related party 

whether the entity is a related party to the particular transaction or not. 

 

Shareholder’s approval shall be sought in the following cases as per the requirements 

of the SEBI Listing Regulations: 

 

• All Material Related Party Transactions covered within the scope of Section 188 

of the Act or the SEBI Listing Regulations shall require approval of the 
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shareholders. For this purpose, none of the entities falling under the definition of 

related parties shall vote to approve such resolutions whether the entity is a related 

party to the particular transaction or not. 

 

However, the above shall not be applicable to transactions between Hikal Limited 

and its wholly owned subsidiary whose accounts are consolidated with Hikal 

Limited and placed before the shareholders at the general meeting for approval. 

 

6.2.4. Related party transactions not approved under this policy 

 

In the event the Company becomes aware of a transaction with a related party that has 

not been approved in accordance with this Policy prior to its consummation, the matter 

shall be reviewed by the Audit Committee. The Audit Committee shall consider all of 

the relevant facts and circumstances regarding the related party transaction, and shall 

evaluate all options available to the Company, including ratification, revision or 

termination of the related party transaction. The Audit Committee shall also examine 

the facts and circumstances pertaining to the failure of reporting such related party 

transaction to the Audit Committee under this Policy and failure of the internal control 

systems, and shall take any such action it deems appropriate. 

 

In any case, where the Audit Committee determines not to ratify a related party 

transaction that has been commenced without approval, the Audit Committee, as 

appropriate, may direct additional actions including, but not limited to, 

discontinuation of the transaction or seeking the approval of the shareholders, 

payment of compensation for the loss suffered by the related party etc. In connection 

with any review/approval of a related party transaction, the Audit Committee has 

authority to modify or waive any procedural requirements of this Policy. 

 

6.3 Disclosure of Related Party Transaction Policy: 

 

This policy shall be uploaded on the website of the Company at www.hikal.com and 

a weblink thereto shall be provided in the Annual Report of the Company. 

 

http://www.hikal.com/

