calise Ty
A o o,

(]
%

<

N
=
)
&

MAS RURAL HOUSING & MORTGAGE FINANCE LIMITED

POLICY ON RELATED PARTY TRANSACTIONS

1)Prelude

The Company is a Housing Finance Company registered with the National Housing Bank,
and is engaged in providing home loans rural, semi-urban and urban areas.

The Companies Act, 2013 (“the Act”) places a lot of emphasis on Related Party Transactions.
Provisions of the Act along with the relevant Rules governing Related Party Transactions
have come into effect from April 1, 2014.

Section 177(4) of the Act deals with approval or any subsequent modification of transactions
of the Company with related parties by the Audit Committee.

All Related Party Transactions pursuant to section 188 of the Act which are not in the
ordinary course of business and/or not on an Arm’s length basis require prior approval of the
Board and if such transactions cross the threshold limits prescribed under the Act, such
transactions also require the approval of shareholders of the Company by ordinary resolution
and the Related Parties with whom transactions are being entered shall abstain from voting
on such resolution(s).

It also requires specified related party transactions to be disclosed in the Board’s Report
along with the justification for entering into such transactions.

As per the requirements of Notification No. NHB. HFC. CG-DIR.1/MD&CEO/2016 issued by
the National Housing Bank (NHB) vide which the NHB notified the Housing Finance
Companies-Corporate Governance (National Housing Bank) Directions, 2016, the company
shall disclose the policy on dealing with Related Party Transactions on its website and also in
the Annual Report.

2) Objective of the Policy

The objective of this policy is to set out (a) the materiality thresholds for related party
transactions and (b) 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; and (c) lay down guiding principles and mechanism to ensure
proper approval, disclosure and reporting of transactions as applicable, between the
company and any of its related parties in the best interest of the Company.

3) Applicability and Legal Framework

This Policy on Related Party Transactions shall be governed by the Act read with Rules made
thereunder, as may be in force from time to time and regulations, if any, of NHB in this
regard. Any references to statutory provisions shall be construed as references to those
provisions as amended or re-enacted or as their application is modified by other statutory
provisions (whether before or after the date hereof) from time to time and shall include any
provisions of which they are re-enactments (whether with or without modification).
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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.

“Related Party Transaction” (RPT) means — for the purpose of Companies Act, 2013,
specified transactions mentioned in clause (a) to (g) of sub-section 1 of Section 188 of the
Act.

5) 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 Audit Committee shall periodically review this policy and may recommend amendments
to this Policy from time to time as it deems appropriate.

6) Identification of potential related parties and transactions

Identification of related parties shall be as prescribed under section 2(76) of the Companies
Act, 2013 and identification of related party transactions shall be as prescribed under section
188 of the Companies Act, 2013.

7) Approval of Related Party Transactions

a) Prior Approval of Audit Committee

All Related Party Transactions of the Company as prescribed under the Act shall
require prior approval of Audit Committee, whether at a meeting or by way of a
Resolution by circulation.

i) All Related Party Transactions will be submitted to the Audit Committee for prior
approval irrespective of whether such transactions are in the ordinary course of
business and/or at arm’s length or not.

i) Where the Company has entered into a master agreement with a related party,
which stipulates details of every transaction like nature of the transaction, basis of
pricing, credit terms, etc. the prior approval once given by the Audit Committee
would suffice and Audit Committee would only note the transactions that are
entered into pursuant to such master agreement and will not require any further
approval of the Audit Committee unless there is any change in the terms of the
master agreement.

The Audit Committee may grant omnibus approval for Related Party Transactions
proposed to be entered into by the Company subject to the following conditions:
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The Audit Committee shall, after obtaining the approval of the Board of Directors,
specify the criteria for granting the omnibus approval in line with the Policy on
Related Party Transactions of the Company and such approval shall be applicable
in respect of transactions which are repetitive in nature.

The criteria for making omnibus approval shall include the following which shall
be approved by the Board:-

i) Maximum value of the transactions, in aggregate, which can be allowed
under the omnibus route in a year.

i) The maximum value per transaction which can be allowed.

ii) Extent and manner of disclosures to be made to the Audit Committee at the
time of seeking omnibus approval.

iv) Review, at such interval as the Audit Committee may deem fit, related party
transaction entered into by the Company pursuant to each of the omnibus
approval made.

v) Transactions which cannot be subject to the omnibus approval by the Audit
Committee.

The Audit Committee shall consider the following factors while specifying the
criteria for making omnibus approval, namely:-

a. Repetitiveness of the transactions (in past or in future)
b. Justification for the need of omnibus approval.

The Audit Committee shall satisfy itself on the need for omnibus approval and
that such approval is in the interest of the Company;

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

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

The Audit Committee shall review on a quarterly basis, the details of Related Party
Transactions entered into by the Company pursuant to each of the omnibus approval
given.

Suc
and

Suc

h omnibus approvals shall be valid for a period not exceeding one financial year
shall require fresh approvals after the expiry of one financial year.

h omnibus approval shall not be made for transactions in respect of selling or

disposing of the undertaking of the Company.
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b) Approval of the Board of Directors of the Company:

As per the provisions of Section 188 of the Act, all kinds of transactions specified under
the said Section and which are not in the ordinary course of business and at arm’s length
basis, are placed before the Board for its approval. In addition to the above, the
following kinds of transactions with related parties are also placed before the Board for
its approval:

1. Transactions which may be in the ordinary course of business and at arm’s length

basis, but which are as per the policy determined by the Board from time to time
(i.e. value threshold and/or other parameters) require Board approval in addition to
Audit Committee approval;

2. Transactions in respect of which the Audit Committee is unable to determine whether
or not they are in the ordinary course of business and/or at arm’s length basis and
decides to refer the same to the Board for approval;

3. Transactions which are in the ordinary course of business and at arm’s length basis,
but which in Audit Committee’s view requires Board approval.

c) Approval of the Shareholders of the Company:

All kinds of transactions specified under Section 188 of the Act which (a) are not in the
ordinary course of business and at arm’s length basis; and (b) exceed the thresholds laid
down in Companies (Meetings of Board and its Powers) Rules, 2014 are placed before
the shareholders for its approval.

8) Disclosures
MRHMFL shall disclose, in the Board'’s report, transactions prescribed in section 188(1) of the
Act with related parties, which are not in ordinary course of business or arm’s length basis

along with the justification for entering into such transaction.

9)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.
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