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POLICY ON RELATED PARTY TRANSACTIONS

In terms of Section 188 of the Companies Act, 2013 read with Rule 15 of the
Companies (Meetings of Board & its Powers) Rules, 2014 and Regulations
2(1)(zb)(zc) and 23 of the SEBI (LODR) Regulations, 2015, the Board lays down the

following Policy on dealing with Related Party Transactions in IDBI Bank :

1.Who would be the Related Parties for IDBI Bank -

In terms of Section 2(76) of the Companies Act, 2013 and Regulation 2(1)(zb) of
the SEBI (LODR) Reqgulations, 2013 as applicable to IDBI Bank

(i) a Director of IDBI Bank or his relative;

(i1) aKey Managerial Personnel of IDBI Bank or his relative;
(iii) a firm in which a director of IDBI Bank or his relative is a partner;

(iv) a private company in which a Director of IDBI Bank or his relative is a
member or director;

(v) a public company in which a Director of IDBI Bank is a Director and holds
along with his relatives, more than two per cent of its paid-up share capital;

(vi) any body corporate whose Board of Directors, Managing Director or Manager
Is accustomed to act in accordance with the advice, directions or instructions
of a Director of IDBI Bank;

(vii)any person on whose advice, directions or instructions a Director of IDBI Bank
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.

(viii) any company which is a Subsidiary or an Associate company of IDBI Bank;

(ix) a Director (other than an Independent Director) or Key Managerial Personnel
of IDBI Bank or his relative shall be deemed to be related party with
reference to a Subsidiary company of IDBI Bank;

(x) any entity which is defined as a related party under the applicable Accounting
Standards.
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I1.What will constitute a Related Party Transaction —
(1) In terms of Section 188(1) of the Companies Act, 2013

Anycontractorarrangemententered into by IDBI Bank
witharelatedpartywithrespectto -

(a) sale, purchase or supply of any goods or materials;

(b) sellingorotherwisedisposingof,orbuying,propertyofanykind;

(c) leasingofpropertyofanykind,

(d) availingorrenderingofanyservices;

(e) appointmentofanyagentforpurchaseorsaleofgoods, materials,servicesorpro

perty;
(Psuchrelatedparty'sappointmenttoanyofficeorplaceofprofitiniDBI Bank,
itsSubsidiaryCompanyorAssociateCompany;and

(g)underwritingthesubscriptionofanysecuritiesorderivativesthereof,ofthecom
pany:
Explanation

(a) theexpression“officeorplaceofprofit”’meansanyofficeorplace-

(i) wheresuchofficeorplaceisheldbyaDirector of IDBI
Bank,iftheDirectorholdingitreceivesfromIDBI
Bankanythingbywayofremunerationoverandabovetheremunerat
iontowhichheisentitledasDirector,bywayofsalary,fee,commissi
on,perquisites,anyrent-freeaccommodation,orotherwise;

(i)

wheresuchofficeorplaceisheldbyanindividualotherthanaDirect
orof IDBI Bank
orbyanyfirm,privatecompanyorotherbodycorporate,iftheindivi
dual,firm,privatecompanyorbodycorporateholdingitreceivesfro
mIDBI Bank
anythingbywayofremuneration,salary,fee,commission,perquisi
tes,anyrent-freeaccommodation,orotherwise;

(2) In terms of Regulation 2(1)(zc) of the SEBI (LODR) Regulations, 2015

A related party transaction is a transfer of resources, services or obligations
between IDBI Bank and a related party, regardless of whether a price is
charged and a ‘transaction’ with a Related Party shall be constructed to
include single transaction or a group of transactions in a contract.




1. How to deal with Related Party Transactions in IDBI Bank —

(1) In case a Related Party Transaction is entered into by IDBI Bank, it will
always be entered on an Arms’ Length Basis treating the related parties as
unrelated so that there is no conflict of interest.

(2) All Related Party Transactions entered into by IDBI Bank shall require prior
approval of Audit Committee of Board. However, in case the Related Party
Transactions already entered into are brought to each Audit Committee
Meeting for approval, it will be deemed to be sufficient compliance of
Regulation 23(2) of the SEBI (LODR) Regulations, 2015.

(3) The Audit Committee of Board may grant omnibus approval for Related Party
Transactions proposed to be entered into by IDBI Bank subject to the
following conditions:

a. The Audit Committee of Board shall lay down the criteria for
granting the omnibus approval in line with the policy on Related
Party Transactions of IDBI Bank and such approval shall be
applicable in respect of transactions which are repetitive in nature;

b. The Audit Committee of Board shall satisfy itself regarding the need for
such omnibus approval and that such approval is in the interest of IDBI
Bank;

c. Such omnibus approval shall specify (i) the name/s of the related
party, nature of transaction, period of transaction, maximum amount
of transaction that shall be entered into, (ii) the indicative base price /
current contracted price and the formula for variation in the price if
any and (iii) such other conditions as the Audit Committee of Board
may deem fit;

Provided that where the need for Related Party Transaction cannot be
foreseen and aforesaid details are not available, Audit Committee of
Board may grant omnibus approval for such transactions subject to
their value not exceeding = 1 crore per transaction.

d. Audit Committee of Board shall review, at least on a quarterly basis,
the details of RPTs entered into by IDBI Bank pursuant to each of the
omnibus approval given.

e. Such omnibus approvals shall be valid for a period not exceeding one
year and shall require fresh approvals after the expiry of one year

f. However, the provisions contained in this Para (2) (a) to (e) shall not be
applicable to transactions between IDBI Bank and (i) a Government
Company or (ii) a Wholly Owned Subsidiary whose accounts are
consolidated with that of IDBI Bank and placed before the shareholders
at the General Meeting for approval.



(4)

()

All Material Related Party Transactions, viz., transaction(s) to be entered
individually or taken together with previous transactions during a financial
year which exceed 10% of the annual consolidated turnover of IDBI Bank as
per the last audited financial statements, shall have to be approved by the
Shareholders through a Resolution and the related parties shall abstain from
voting on such resolutions whether the entity is a Related Party to particular
transaction or not. Provided that this requirement shall not apply to
transactions between IDBI Bank and (i) a Government Company or (ii) a
wholly owned subsidiary whose accounts are consolidated with that of IDBI
Bank and placed before the Shareholders in General Meeting for approval.

All Related Party Transactions which are not in the ordinary course of
business and / or not on an Arms Length Basis, will require consent of the
Board. These transactions will also require prior approval of the
Shareholders through a Resolution in case they exceed the limits of sums
prescribed under Rule 15 of the Companies (Meetings of Board and its
powers) Rules, 2014 as reproduced below :

(a) Allcontractsorarrangementswithrespecttoclauses(a)to(e)of Para Il above
withcriteria,asmentionedbelow-
(i) sale,purchaseorsupplyofanygoodsormaterialsdirectlyorthrough
appointmentofagentsexceedingtenpercentoftheannualturnover or ~100
crore (Rupees one hundred crore), whichever is lower,as
mentionedinclause(a)andclause(e)of Para 11(1) above;

(ii) sellingorotherwisedisposingof,orbuying,propertyofanykinddirectl
yor throughappointmentofagentsexceedingtenpercentofnetworth of IDBI
Bank or 100 crore (Rupees one hundred crore), whichever is lower,
asmentionedinclause(b)andclause(e)respectivelyof Para I1(1) above;
(i)  leasingofpropertyofanykindexceedingtenpercentofthenetworth
of IDBI Bank or tenpercentofturnover or 100 crore (Rupees one
hundred crore), whichever is lowerasmentionedinclause(c) of Para I1(1)
above;
(iv)  availingorrenderingofanyservicesdirectlyorthroughappointmento
fagents exceedingtenpercentoftheturnover of IDBI Bank or 50 crore
(Rupees Fiftycrore), whichever IS
lower,asmentionedinclause(d)andclause(e) of Para Il (1) above;
Explanation.- It is hereby clarified that the limits specified in sub clauses(i)
to (iv) shall apply for transaction or transactions to be entered into
either individually or taken together with previous transactions during a
financial year.

(b) All contracts or arrangements for
appointmenttoanyofficeorplaceofprofitinlDBI Bank,itsSubsidiary
companyorAssociatecompanyatamonthlyremunerationexceedingtwoandh
alflakhrupeesasmentionedinclause(f)of Para 11(1) above;or

(c)is for



remunerationforunderwritingthesubscriptionofanysecuritiesorderivativest
hereofofIDBI
Bankexceedingonepercentofthenetworthasmentionedinclause(g)ofPara
[1(1) above.

Explanation. -(I)TheTurnoverorNetWorthreferredto

aboveshallbeonthebasisofthe AuditedFinancial Statementoftheprecedingfi

nancialyear.

(i) IncaseofwhollyownedSubsidiary,theresolutionpassedbyIDBI

Bankshallbesufficientforthepurposeofenteringintothetransactions

betweenwhollyownedSubsidiaryandIDBI Bank.

(iii)

Theexplanatorystatementtobeannexedtothenoticeofageneralmeetingconv

ened,pursuanttoSection101of the Companies Act, 2013

shallcontainthefollowingparticularsnamely:-

(a) nameoftherelatedparty;

(b)  nameofthedirectororkeymanagerialpersonnelwhoisrelated,
ifany;

(c)  natureof relationship;

(d)  nature,materialterms,monetaryvalueandparticularsofthecontract
or arrangement;

(e) anyotherinformationrelevantorimportantforthememberstotakea
decisionontheproposedresolution.

(6) All Related Party Transactions as at (3) and (4) above will be disclosed in the
Directors Report alongwith the justification for entering into these
transactions.

(7) Details of all Material Related Party Transactions shall be disclosed quarterly
to Stock Exchanges alongwith the Compliance Report on Corporate
Governance.

(8) The Policy on Related Party Transactions shall be put on the website of 1DBI
Bank and a web link thereto shall be provided in the Annual Report.

(9) Non-compliance of the provisions of Section 188 of the Companies Act, 2013
on Related Party Transactions shall attract penalties provided under sub-
sections (3), (4) and (5) of the said Section 188.

IV List of Relatives as provided in the Companies Act, 2013 is at Annexure-l1. A
check-list in a simplified and easy to understand language to be used by the
concerned Departments of IDBI Bank while determining and dealing with
Related Party Transactions is given at Annexure-11 and a Dos and Don’ts for



Directors and KMPs of IDBI Bank, vis-a-vis, Related Party Transactions is
given at Annexure-I11.



ANNEXURE - |
Relatives under Section 2(77) of the Companies Act, 2013

Section 2(77) : “relative” with reference to any person, means anyone who is related
to another, if —

)] they are members of a Hindu Undivided Family;
i) they are Husband and Wife; or
iii)  one person is related to the other in such a manner as may be prescribed,;

As per Rule 4 of Companies (Specification of Definitions Details) Rules, 2014

Rule 4 : List of Relatives in terms of Section 2(77) - A person shall be deemed to be
the relative of another, if he or she is related to another in the following manner,
namely:-

1) Father including Step father,
2) Mother including Step mother,
3) Son including Step son,

4) Son’s wife,

5) Daughter,

6) Daughter’s husband,

7) Brother including Step brother,
8) Sister including Step sister



ANNEXURE - 11

Check-list to determine whether a Transaction is a Related Party Transaction
and Subsequent Action to be taken by Departments of IDBI Bank

(i) The transaction will be with Related Party in case it is with any of the following :-

With any Director of IDBI Bank;

With any Relative of a Director;

With any KMP or Relative of a KMP of IDBI Bank;

With any Firm in which Director of IDBI Bank or his relative is a Partner;
With any Private Company in which a Director of IDBI Bank is a Member
or Director;

With a Public Company in which a Director of IDBI Bank is a Director and
additionally holds alongwith his relative(s) 2% or more paid-up share
capital of Public Company;

With a Subsidiary Company of IDBI Bank;

With an Associate Company of IDBI Bank in which IDBI Bank has more
than 20% shareholding;

With a Body Corporate which is significantly influenced by a Director of
IDBI Bank;

With a person who significantly influences a Director of IDBI Bank;

With a person who has control or significant influence over IDBI Bank;
Director (other than an Independent Director) or KMPs of IDBI Bank and
their Relatives will be deemed to be Related Parties to Subsidiary
Companies of IDBI Bank; and

With an Entity which is a Related Party under the applicable Accounting
Standards.

(i) Following Transactions with above Related Parties will constitute Related Party

Transactions :

Sale, Purchase or Supply of any goods or materials by IDBI Bank;



(iii)

= Selling or disposing off or buying any Property by IDBI Bank;

= Leasing of any Property by IDBI Bank;

= Availing or rendering of any services by IDBI Bank;

= Appointment of any agent for purchase or sale of goods, materials, services
or property by IDBI Bank;

= Any Related Party’s appointment to any office or place of profit in IDBI
Bank or its Subsidiary Company or its Associate Company (where IDBI
Bank holds more than 20% shareholding);

= Underwriting the subscription of any securities or their derivatives of IDBI

Bank by a Related Party.

In case a Transaction being entered into by a Department of IDBI Bank
satisfies the test given above at point (i) and (ii) for being a Related Party
Transaction, following actions to be ensured :

» To ensure that Related Party Transaction is entered on an Arm’s Length
Basis, i.e., treating the Related Party as unrelated and on a fair market
transaction basis to avoid any conflict of interest.

» To take approval of Audit Committee of the Board in respect of all Related
Party Transactions subject to further provisions as at Para 111(2)(a) to (f) of
the Policy on Related Party Transactions.

» In case a Related Party Transaction individually or taken together with
previous Related Party Transactions during a financial year exceeds 10% of
annual consolidated turnover of IDBI Bank, as per the last audited financial
statements, it will fall under Material Related Party Transactions category
and will require Shareholder’s approval through a Resolution subject to
further provisions as at Para Il1(4) of the Policy on Related Party
Transactions.

» In case a Related Party Transaction is not in the ordinary course of business
and/or not on an Arm’s Length Basis, it will require consent of the Board.

» In case a Related Party Transaction is not in the ordinary course of business

and/or not on an Arm’s Length Basis and exceeds the limits of sums



prescribed under Para I11(5) of the Policy on Related Party Transactions, it

will also require prior approval of Shareholders through a Resolution.

Tentative Examples of Related Party Transactions pertaining to IDBI Bank

= Leasing of IDBI Bank’s owned premises to some Subsidiary or Associate
Company or other Related Party or taking on lease premises owned by some
Subsidiary or Associate Company or other Related Party.

= A contract or arrangement with a Subsidiary or Associate Company.

= A contract or arrangement with some Private Company in which IDBI Bank’s
Director is a Member or Director.

= Appointment of a Relative of a Director or KMP in IDBI Bank or a Subsidiary or
Associate Company.

= Any contract or arrangement with an entity in which a relative of a Director or

KMP is only an employee, will not constitute a Related Party Transaction.



ANNEXURE — 111

Roles and Responsibilities of IDBI Bank’s Senior Management including

(i)

(i)

(iii)

Directors and KMPs
(In respect of Related Party Transactions)

Directors and Key Managerial Personnel (KMPs) are informed that they

themselves, their relatives (as per list given at Annexure | to the Policy) and

following persons / entities shall be Related Parties to IDBI Bank :

K/
o0

A Firm in which a Director (not a KMP who is CFO/CS) or his
relative is a partner;

A Private Company in which a Director (not a KMP who is
CFOICS) is a Member or Director;

A Public Company in which a Director (not a KMP who is CFO/CS)
is a Director and alongwith his relatives holds 2% or more paid-up
share capital of the Public Company;

Any Body Corporate which is significantly influenced by a Director
(not a KMP who is CFO/CS) and any person who significantly
influences a Director (not a KMP who is CFO/CS);

An Entity which is a Related Party in terms of applicable Accounting
Standards.

Directors and KMPs are informed that they themselves and their relatives

shall be deemed to be Related Parties with reference to Subsidiaries and

Associate Companies of IDBI Bank.

Directors and KMPs should disclose the details of Related Parties, i.e., list

of their relatives and persons / entities as at (i) above to IDBI Bank. [For

this purpose, Form MBP-1 alongwith list of relatives has already been

obtained from Directors. Directors and KMPs should check periodically



(iv)

(v)

(vi)

(vii)

(viii)

and update the disclosure by submission of fresh Form MBP-1 to IDBI

Bank from time to time].

Directors and KMPs should be alert and should proactively disclose to IDBI
Bank in case they are aware that a Related Party Transaction in relation to
them is taking place to ensure that the Related Party Transaction is entered
on an Arm’s Length Basis and is routed through the required channels, i.e.,
ACB/Board/Shareholders for approval. This is suggested in view of
penalty provisions for Directors/KMPs given under Section 188(3), (4) and
(5) of the Companies Act, 2013 reproduced at the end of these Dos and

Donts.

Directors and KMPs should ensure that in case they themselves or any of
their relatives is seeking an employment/office or place of profit in IDBI
Bank or its Subsidiaries or its Associate Companies, it will be a Related
Party Transaction and separate disclosure to this effect should be given to
the above Companies to take care of compliance of prescribed legal

provisions for Related Party Transactions.

Directors and KMPs should not participate in discussions where any
Related Party Transaction concerning them is being discussed in ACB or

Board Meeting.

Not to enter into Related Party Transaction with IDBI Bank other than on

an Arm’s Length Basis.

Not to do anything contrary to the Policy on Related Party Transactions,

relevant legal provisions and Dos for Directors and KMPs given above.



Penalty Provisions under Section 188(3), (4) and (5) of the Companies Act, 2013:
Sub-Section (3)

Whereanycontractorarrangementisenteredintobyadirectororanyotheremployee,without
obtainingtheconsentoftheBoardorapprovalbyaspecialresolutioninthegeneralmeetingan
difitisnotratifiedbytheBoardor,asthecasemaybe,bytheshareholdersatameetingwithinthr
eemonthsfromthedateonwhichsuch
contractorarrangementwasenteredinto,suchcontractorarrangementshallbevoidableatthe
optionoftheBoardandifthecontractorarrangementiswitharelatedpartytoanydirector,orisa
uthorisedbyanyotherdirector,thedirectorsconcernedshallindemnifythecompany against
any loss incurred by it.

Sub-Section (4)

Withoutprejudicetoanythingcontainedinsub-
section(3),itshallbeopentothecompanytoproceedagainstadirectororanyotheremployeew
hohadenteredintosuch
contractorarrangementincontraventionoftheprovisionsofthissectionforrecoveryof
anylosssustainedbyitasaresultofsuchcontractorarrangement.

Sub-Section (5)
Anydirectororanyotheremployeeofacompany,whohadenteredintoorauthorisedthecontrac
torarrangementinviolationoftheprovisionsofthissectionshall -

() incaseoflistedcompany,bepunishablewithimprisonmentforatermwhichmayex
tendtooneyearorwithfinewhichshallnotbelessthantwenty-
fivethousandrupeesbutwhichmayextendtofivelakhrupees,orwithboth;and

(i)  incaseofanyothercompany,bepunishablewithfinewhichshallnotbeless
thantwenty-fivethousandrupees but which may extend to five lakh rupees.

13



