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SEVEN ISLANDS SHIPPING LIMITED 

 

RELATED PARTY TRANSACTION POLICY 

 

INTRODUCTION  

 

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, Seven Islands Shipping Limited (“SIS”) or “the 

Company”) has formulated this Policy on Related Party Transactions (“Policy”) for 

identification of related parties and the proper conduct and documentation of all related party 

transactions.  

 

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.  

 

OBJECTIVE OF THE POLICY  

 

This Policy is intended to ensure that proper reporting, approval and disclosure processes are 

in place for all transactions between the Company and Related Parties. This policy specifically 

deals with the review and approval of Related Party Transactions keeping in mind the potential 

or actual conflicts of interest that may arise because of entering into these transactions. The 

objective of this Policy is to set out the manner of dealing with the transactions between the 

Company and its related parties based on the Act and any other laws and regulations as may be 

applicable to the Company. 

 

DEFINITIONS AND APPLICABILITY  

 

All capitalised terms used in this policy document but not defined herein shall have the 

meaning ascribed to such term in the Companies Act, 2013 and the Rules framed there under, 

as amended from time to time. This policy shall be applicable to all Related Party Transactions 

entered into with or by the Company. The Audit Committee of the Company shall review all 

existing related party transactions as a matter of good governance and agree on corrective 

steps, if required, to ensure that the transactions entered are in the ordinary course of business 

and are on an arm’s length basis. 

 

 



 
 

DEALING WITH RELATED PARTY TRANSACTIONS  

 

Related Party Transactions are prohibited, unless approved or ratified by the Audit Committee 

and/or the Board of Directors of the Company in accordance with this policy. In dealing with 

Related Party Transactions, the Company will follow the following approach: 

 

1. Identification of Related Party Transactions:  

 

(a) All Related Party Transactions must be brought to the notice of the Audit Committee of 

the Company. The head of Accounts and Finance department is required to bring the 

same to the attention of the Audit Committee of the Company through Company 

Secretary.  

 

All Directors and Key Managerial Personnel (KMPs) are responsible for informing the 

Company of their interest (including interest of their Relatives) in other companies, 

firms or concerns at the beginning of every financial year and any change in such 

interest during the year.  

 

In addition, all Directors and KMPs are responsible for providing notice to the Company 

Secretary of any potential Related Party Transaction involving him/her or his or her 

relative, including any additional information about the transaction that the Audit 

Committee may request. 

  

(b) The Board shall record the disclosure of interest and the Audit Committee will 

determine whether the transaction is in the ordinary course of business and on an arm’s 

length basis. Such notice of any potential Related Party Transaction should be given 

well in advance so that the Company Secretary has adequate time to obtain and review 

information about the proposed transaction and to refer it to the Audit Committee. 

 

2. Review and Approval of Related Party Transactions:  

 

(a) Related Party Transactions are prohibited, unless approved or ratified by the Audit 

Committee of the Company in accordance with this policy.  

 

(b) All Related Party Transactions must be reported to the Company Secretary who shall 

submit the same for approval or ratification by the Audit Committee in accordance with 

this policy.  

 



 
 

(c) To review a Related Party Transaction, the Committee will be provided with all relevant 

material information of the Related Party Transaction, including the terms of the 

transaction, the business purpose of the transaction, the benefits to the Company and to 

the Related Party, and any other relevant matters.  

 

In determining whether to approve a Related Party Transaction, the Committee will 

consider the following factors, among others, to the extent relevant to the Related Party 

Transaction:  

 

 Whether the terms of the Related Party Transaction are fair and on arms length 

basis to the Company and would apply on the same basis if the transaction did not 

involve a Related Party;  

 

 Whether there are any compelling business reasons for the Company to enter into 

the Related Party Transaction and the nature of alternative transactions, if any;  

 

 Whether the Related Party Transaction would affect the independence of an 

independent director;  

 

 Whether the proposed transaction includes any potential reputational risk issues 

that may arise as a result of or in connection with the proposed transaction;  

 

 Whether the Company was notified about the Related Party Transaction before its 

commencement and if not, why pre-approval was not sought and whether 

subsequent ratification is allowed and would be detrimental to the Company; and  

 

 Whether the Related Party Transaction would present an improper conflict of 

interest for any director or Key Managerial Personnel of the Company, taking into 

account the size of the transaction, the overall financial position of the director, 

Officer or other Related Party, the direct or indirect nature of the director’s, Key 

Managerial Personnel’s or other Related Party’s interest in the transaction and the 

ongoing nature of any proposed relationship and any other factors the 

Board/Committee deems relevant. 

 

Such approval will be granted to the transactions which satisfy the transaction in 

question is necessary to be executed as it is in the business interest of the Company. 

 



 
 

(d) Ratification, if any, of a Related Party Transaction after its commencement or 

completion will be approved by the Audit Committee in exceptional circumstances only. 

A Related Party Transaction entered into without prior approval of the Audit 

Committee shall not be deemed to violate this policy, or be invalid or unenforceable, so 

long as the transaction is brought to the Audit Committee for ratification as promptly as 

reasonably practical after it is entered into and such transaction is ratified.  

 

(e) Any member of the Audit Committee, who has a potential interest in any Related Party 

Transaction, will recuse him or herself and abstain from voting on the approval or 

ratification of such Related Party Transaction. Such member may, however, participate 

in discussions with respect to other Related Party Transactions placed for approval or 

ratification of the Audit Committee. 

 

(f) All Related Party Transactions that are not in the ordinary course of business or not on 

arm’s length basis shall be referred to the Board of Directors for their approval. Any 

member of the Board who has a potential interest in such Related Party Transaction 

will recuse him or herself and abstain from voting on the approval of such Related Party 

Transaction. Such member may, however, participate in discussions with respect to 

other Related Party Transactions placed for approval of the Board.  

 

(g) Any such Related Party Transactions shall also be placed for prior approval of 

shareholders if it exceeds the thresholds as prescribed under the Companies Act, 2013 

and rules framed there under. 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. 

 

ARM’S LENGTH BASIS AND ORDINARY COURSE OF BUSINESS 

 

The expression Arm’s Length basis and ordinary course of business shall be considered in the 

following manner: 

 

Arm’s Length Pricing  

 

The Arm's Length Pricing (ALP) is the condition or the fact that the parties to a RPT are 

independent (unrelated) and on an equal footing from one or more of the following aspects 

namely quality, realization, commercial terms etc. Such a transaction is known as an "arm's-

length transaction".  

 



 
 

In the absence of any prescriptive guidelines on Arm’s Length Pricing in the Companies Act, 

2013, the Company shall take guidance from the Independent Chartered Accountant.  

 

Ordinary Course of Business  

 

The criteria of being “ordinary” or “normal” or “in the ordinary course of business”, is met 

when both of the two selective criteria are satisfied namely; 

(a) the transaction must be ascribed to business objectives or operational activities or 

alternatively, related to financial activities and;  

(b) the same transaction must also fall under the perimeter of the ordinary exercise of 

operational activities or related financial activities.  

 

RELATED PARTY TRANSACTIONS THAT SHALL NOT REQUIRE APPROVAL  

 

Following transactions shall not require separate approval under this policy:  

 

1. Any transaction pertaining to appointment and remuneration of Directors and KMPs that 

has already been approved by the Nomination and Remuneration Committee of the 

Company or the Board;  

 

2. Transactions that have been approved by the Board under the specific provisions of the 

Companies Act, e.g. inter-corporate deposits, borrowings, investments with or in wholly 

owned subsidiaries or other Related Parties; Payment of Dividend;  

 

3. Transactions involving corporate restructuring, such as buy-back of shares, capital 

reduction, merger, demerger, hive-off, approved by the Board and carried out in accordance 

with the specific provisions of the Companies Act, 2013;  

 

4. Contribution to Corporate Social Responsibility (CSR), subject to approval of CSR 

Committee and within the overall limits approved by the Board of Directors of the 

Company.  

 

RELATED PARTY TRANSACTIONS NOT APPROVED UNDER THIS POLICY  

 

In the event the Company becomes aware of a Related Party Transaction with a Related Party 

that has not been approved under this Policy prior to its consummation, the matter shall be 

reviewed by the Committee. The 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 Committee shall also examine the facts and circumstances pertaining to the failure of 



 
 

reporting such Related Party Transaction to the Committee under this Policy, and shall take 

any such action it deems appropriate. In any case, where the Committee determines not to 

ratify a Related Party Transaction that has been commenced without approval, the Committee, 

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

discontinuation or rescission of the transaction. In connection with any review of a Related 

Party Transaction, the Committee has authority to modify or waive any procedural 

requirements of this Policy.  

 

RELATED PARTY TRANSACTIONS THAT SHALL REQUIRE APPROVAL OF INVESTOR 

 

All the Related Party Transactions except the transactions as stated below shall be governed by 

the Articles of Association of the Company: 

(a) the Related Party transactions disclosed in the Annual Accounts for the Financial Year 

ended on March 31, 2018 and/or March 31, 2017 and/or March 31, 2016; and/or  

(b) the appointment or removal of Mr. Clayton Pinto as an employee, advisor or consultant of 

the Company and/ or its Subsidiaries. 

 

DISCLOSURE  

 

Details of all Related Parties Transactions shall be disclosed in the Annual Report in the format 

prescribed under the Act and Accounting Standard. 

 

GOVERNANCE OF THE POLICY  

 

The Audit Committee shall also ensure that the systems and processes are in place for 

identification and approval of Related Party Transactions as per this policy.  

 

AMENDMENTS TO THE POLICY  

 

The Audit Committee of the Company shall review and may amend this policy from time to 

time, subject to the approval of the Board of Directors of the Company. Any or all provisions of 

this policy would be subject to revision/amendment in accordance with the Rules, Regulations, 

Notifications, etc. on the subject as may be issued by relevant statutory authorities, from time 

to time. In case of any amendment(s), clarification(s), circular(s) etc. issued by the relevant 

authorities, not being consistent with the provisions laid down under this policy, then such 

amendment(s), clarification(s), circular(s), etc. shall prevail upon the provisions hereunder and 

this policy shall stand amended accordingly from the effective date as laid down under such 

amendment(s), clarification(s), circular(s), etc. 

 




