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I. BACKGROUND  
 

The Companies Act, 2013 (‘Companies Act’ or ‘the Act’) has introduced sections 177 and 
188, which contain provisions regarding related party transactions. These sections, along 
with the relevant Rules framed under the Companies Act, have introduced certain 
compliance and approval requirements regarding the related party transactions. Further, 
amendments to clause 49 of the equity listing agreement (Clause 49) issued by Securities 
and Exchange Board of India (SEBI) has also introduced certain approval requirements 
regarding the related party transactions. The amended clause 49 requires the listed 
companies to formulate a policy on dealing with related party transactions.  
 

Accordingly, the Board of Directors (the Board) of J&K Bank Limited (the Bank) has 
adopted the following policy with regard to related party transactions. The Audit 
Committee of the Bank will review this policy from time to time and propose any 
modifications to the Board for approval. However, In case of any subsequent changes in 
the provisions of the Law/Regulations/Circulars, the Law/ Regulations/circular would 
prevail over the Policy and the provisions in the Policy would be modified in due course to 
make it consistent with law. 

 

II. OBJECTIVE  
The Board of Directors (the “Board”) of J&K Bank Limited (the “Bank”), acting upon the 
recommendation of its Audit Committee has adopted the following policy (the “policy”) 
and procedures with regard to Related Party Transactions (“RPT”). The Audit Committee 
shall review and may amend this policy from time to time. This policy is framed as per 
requirement of Clause 49 of the Listing Agreement (“LA”).  
 

The objective of this policy and procedure is to ensure that transactions between the 
Bank and its related parties are based on principles of transparency and arm’s length 
pricing. Likewise, this policy aims at preventing and providing guidance in situations of 
potential conflict of interests in the implementation of transactions involving such related 
parties. 

 

III. DEFINITIONS  
 

(a) “Audit Committee” means Committee of Board of Directors of the Bank constituted 
under provisions of the companies Act, 2013 and listing agreement with the stock 
exchanges.  
 

(b) “Arm Length Price” means the price between two Related Parties that is conducted 
as if they were unrelated, so that there is no conflict of interest and as defined in 
Section 188 of the Act.  
 

(c) “Related party transaction” shall mean all transactions as per Clause 49 (VII) of the 
Listing Agreement as may be amended from time to time.  
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(d) “Material related party transaction” as per clause 49 means a transaction with a 
related party if the transaction/transactions to be entered into individually or 
taken together with previous transactions during a financial year, exceed ten 
percent of the annual consolidated turnover of the Bank as per the last audited 
financial statements of the Bank. 
 

(e) “Turnover” has been defined as the aggregate value of the realization of amount 
made from sale, supply or distribution of goods or on account of services rendered, 
or both, by the company during a financial year. Accordingly, for the Bank, the 
‘turnover’ is considered as the ‘Total Income’, i.e., total of interest income and 
other income. 

 
(f) “Subsidiary company” or “subsidiary”, in relation to any other company (that is 

to say the holding company), means a company in which the holding company:  
a. Controls the composition of the Board of Directors; or  

b. Exercises or controls more than one-half of the total share capital either at 
its own or together with one or more of its subsidiary companies.  

 
 

c. Explanation.—For the purposes of this clause:  
(a) a company shall be deemed to be a subsidiary company of the holding 

company even if the control referred to in sub-clause (i) or sub-clause 
(ii) is of another subsidiary company of the holding company  

(b) the composition of a company’s Board of Directors shall be deemed to 
be controlled by another company if that other company by exercise 
of some power exercisable by it at its discretion can appoint or 
remove all or a majority of the directors; 

(c) the expression “company” includes anybody corporate;  

(d) “layer” in relation to a holding company means its subsidiary or 
subsidiaries;  

(g) “Associate company” in relation to another company, means a company in which 
that other company has a significant influence, but which is not a subsidiary 
company of the company having such influence and includes a joint venture 
company. 
  

(h) “Significant influence” means control of at least twenty per cent of total share 
capital, or of business decisions under an agreement  
 

(i) “Joint venture” means a contractual arrangement whereby two or more parties 
undertake an economic activity which is subject to joint control.  
 

(j) “Total share capital” means the aggregate of the paid-up equity share capital of 
the Bank.  
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(k) Related party: shall mean a person or entity that is related to the company as 
defined under Section 2(76) of the Companies Act, 2013 or under Clause 49 (VII) of 
the Listing Agreement with the Stock Exchanges as amended from time to time.  
 

(l) “Relative” means relative as defined under the Companies Act, 2013 and includes 
anyone who is related to another, if -  

i. They are members of a Hindu undivided family;  
ii. They are husband and wife; or  
iii. Father (including step-father)  
iv. Mother (including step-mother)  
v. Son (including step-son)  
vi. Son’s wife  
vii. Daughter  
viii. Daughter’s husband  
ix. Brother (including step-brother)  
x. Sister (including step-sister)  

It may be noted that this policy framework, including the definitions above, is meant 
solely for the purposes of compliance with related party transaction requirements under 
Companies Act, 2013 and Clause 49 of the Listing Agreement. The above terms may have 
different connotations for other purposes like disclosures in the financial statements, 
which are governed by applicable regulations, accounting standards, regulatory guidelines 
etc.  

 

IV. APPROVAL OF RELATED PARTY TRANSACTIONS  

A. Audit Committee  
All the transactions which are identified as related party transactions should be pre-
approved by the Audit Committee before entering into such transaction. The Audit 
Committee shall consider all relevant factors while deliberating the related party 
transactions for its approval. The Audit Committee shall after considering the materials 
placed before them also judge if the transaction is in the ordinary course of business and 
meets the arm’s length price requirements. 

 
Any member of the Committee who has a potential interest in any related party 
transaction will rescue himself and abstain from discussion and voting on the approval of 
the related party transaction. A related party transaction which is (i) not in the ordinary 
course of business, or (ii) not at arm’s length price, would require approval of the Board 
of Directors or of shareholders as discussed subsequently.  

 
The Audit Committee may grant omnibus approval for related party transactions proposed 
to be entered into by the Bank subject to such conditions as may be prescribed.  
 
Audit Committee shall review, on a quarterly basis, the details of related party 
transactions, if any, entered into by the Bank pursuant to the omnibus approval. In 
connection with any review of a related party transaction, the Committee has authority to 
modify or waive any procedural requirements of this policy.  
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A related party transaction entered into by the Bank, which is not under the omnibus 
approval or otherwise pre-approved by the Committee, will be placed before the 
Committee for ratification.  

 
B. Board of Directors  

In case any related party transactions are referred by the Bank to the Board for its 
approval due to the transaction being (i) not in the ordinary course of business, or (ii) not 
at an arm’s length price, the Board will consider such factors as, nature of the 
transaction, material terms, the manner of determining the pricing and the business 
rationale for entering into such transaction. On such consideration, the Board may 
approve the transaction or may require such modifications to transaction terms as it 
deems appropriate under the circumstances. Any member of the Board who has any 
interest in any related party transaction will rescue himself and abstain from discussion 
and voting on the approval of the related party transaction.  

 
C. Shareholders  

If a related party transaction is (i) a material transaction as per clause 49, or (ii) not in 
the ordinary course of business or not at arm’s length price and exceeds thresholds 
prescribed under the Companies Act, 2013, it shall require shareholders’ approval by a 
special resolution. In such a case, any member of the Bank who is a related party, shall 
not vote on resolution passed for approving such related party transaction.  

 

V. TYPE OF RELATED PARTY TRANSACTIONS TO BE COVERED 

In line with RBI Master Circular DBOD.BP.BC.No.8/21.04.018/2014-15 dated July 1, 2014- 
Disclosure in Financial Statements - Notes to Accounts (Accounting Standard 18), the 
following transactions will be covered such as: 

i)  Borrowings 
ii)  Deposit 
iii)  Placement of deposits 
iv)  Advances 
v)  Investments 
vi)  Non-funded commitments 
vii)  Leasing/HP arrangements availed 
viii)  Leasing/HP arrangements provided 
ix)  Purchase of fixed assets 
x)  Sale of fixed assets 
xi)  Interest paid 
xii)  Interest received 
xiii)  Rendering of services 
xiv)  Receiving of services 
xv)  Management contracts 
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VI. REPORTING OF RELATED PARTY TRANSACTIONS  
Every contract or arrangement, which is required to be approved by the 
Board/shareholders under this Policy, shall be referred to in the Board’s report to the 
shareholders along with the justification for entering into such contract or arrangement.  

This Policy will be uploaded in the website of J&KBANK Bank at http://www.jkbank.net 
  
The Bank will also disclose the details of all material Related Party Transactions on a 
quarterly basis along with the compliance report on corporate governance filed with the 
stock exchanges under clause 49 of the Listing agreement. 


