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Opening Snapshot

Related Party Transactions (RPTs) continue to be an area of close regulatory scrutiny in India due to
their potential impact on transparency, governance, and shareholder confidence. Recognising the
need for uniform and decision-relevant disclosures, Securities and Exchange Board of India (“SEBI")
issued a set of Industry Standards to streamline the information provided to Audit Committees and

shareholders during the approval process for RPTSs.

SEBI has issued Industry Standards to ensure uniform, transparent and decision-relevant
information is given to:

» Audit Committees, and
- Shareholders

during approval of Related Party Transactions (RPTs).

These Industry Standards are prepared by the Industry Standards Forum (ISF) - comprising
ASSOCHAM, CIlI and FICCI to bring the industry wide uniformity and reduce the subjectivity in

disclosures.




Current Regulatory Framework:

Latest Circulars Issued

13t" October 2025
Revised and final standards Industry Standards on “Minimum Relaxations
released after feedback information to be provided to the
Audit Committee and Shareholders for SEBI/HO/CFD/CFD-PoD-2
SEBI/HO/CFD/CFD-PoD-2/P/- approval of Related Party [P/CIR/2025/135
CIR/2025/93 Transactions”

The revised Industry Standards ensure all three frameworks speak the same language during the
approval process.

These Standards are supplementary to :

Ind AS 24 — Related Party Disclosures
- Companies Act, 2013 - Section 177 and 188
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 — Regulation 23

Key Linkages
(- ™) r ™) r ™)
: SEBI LODR
Ind AS 24 Companies Act 2013 Regulation 23

- Defines related parties - Sec 188: Board/Shareholder - Governs approval process

. Requires  disclosure  of approvals * Materiality  threshold for
relationship, transactions, -Sec 177: Audit Committee shareholder approval
outstanding balances oversight . Quar.terly RPT disclosure

. . e . requirements

- Ensures  consistency in - Prohibits interested directors
identification across fromparticipating
accounting & governance

J L ﬂ J L
| l

" Introduced industry standards for minimum information for RPT approvals dated 14th February 2025
SEBI/HO/CFD/CFD-PoD-2/P/CIR/2025/18 and Implementation timeline dated 21st March 2025
SEBI/HO/CFD/CFD-PoD-2/P/CIR/2025/37 have been superseded by the Revised circulars:

Revised and final standards released after feedback dated 26th June 2025 :
SEBI/HO/CFD/CFD-PoD-2/P/CIR/2025/93

https://www.sebi.gov.in/legal/circulars/jun-2025/industry-standards-on-minimum-information-to-be-provided-to-the-audit-committee-
and-shareholders-for-approval-of-related-party-transactions-_94809.html

Industry Standards on "Minimum information to be provided to the Audit Committee and Shareholders for approval of Related Party Transactions”
dated 26th June 2025:

https://www.assocham.org/uploads/files/RPT%20Disclosure%20Standards_%20dated%2026.06.2025%20(002).pdf

Relaxations dated 13th October 2025 : SEBI/HO/CFD/CFD-PoD-2/P/CIR/2025/135

-approval-of-related-party-transactions_97281.html
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Applicability & Thresholds -

The revised RPT Industry Standards apply to :
All listed entities falling under SEBI LODR
- Proposals where the Audit Committee or shareholders are required to approve RPTs
Transactions both within the financial year and on an ongoing basis (for omnibus approvals)

However, the RPT Industry Standards are not applicable to:

- Transactions exempted under Regulation 23(5) of th LODR Regulations; and
Quarterly review of RPTs by the Audit Committee in terms of Regulation 23(3)(d) of the LODR
Regulations
Transaction(s) with a related party to be entered into individually or taken together with previous
transactions during a financial year (including which are approved by way of ratification) do not
exceed INR 1 Crore.

- RPTs above INR 1 crore but not exceeding the lower of 1% of annual consolidated turnover or INR
10 crore per financial year per related party will require simplified disclosures as per 13" October
2025 circular.

If the Audit Committee and/or shareholders granted approval before 1* September 2025 for RPTs to be
executed on or after the effective date, it will not be necessary to seek fresh approval unless there is any
material modification to such RPTs presented after the 1°* September 2025.

The Standards are designed for use specifically at the approval stage—rather than at the disclosure or
reporting stage. This ensures that governing bodies receive complete, decision relevant information
before granting clearance for any related party transaction.

All Requirements for Related Party Transactions in a nutshell:

Applicability Thresholds / When Required Regulatory Link

As per Ind AS 24 definition

of related party Ind AS 24

RPT Identification All listed entities

Audit Committee Companies Act Sec

Approval Every RPT No monetary threshold 177; LODR Reg 23
Shareholder : .
e Material RPTs As per Schedule XII LODR Reg 23(4)
Omnibus . Subject to set limits & Companies Act
Approval RECULTUIE RFTs review cycle Sec 177(4)
Reporting & . . Quarterly & annual RPT LODR Reg 23(9);
Disclosure All listed entities disclosures Ind AS 24
When seeking
Industry Standards ~ Audit Committee/ Must provide all prescribed SEBI Circulars
(Circulars) Shareholder minimum information 2025

approval

*Schedule XIlI, as inserted by SEBI (Listing Obligations and Disclosure Requirements) (Fifth
Amendment) Regulations, 2025 dated 18" November 2025

ﬁ www.brahmayya.com



Material Related Party Transactions

Annual Consolidated Turnover

of Listed Entity (on the basis of
last audited financial statements)

Threshold

1. Up to INR 20,000 Crore

2, More than INR 20,000 Crore
to upto INR 40,000 Crore

3. More than INR 40,000

10% of the annual consolidated
turnover

INR 2,000 Crore + 5% of the
annual consolidated turnover
above INR 20,000 Crore

INR 3,000 Crore + 2.5% of the
annual consolidated turnover
above INR 40,000 Crore or INR
5,000 Crores, whichever is
lower.

Visual Flow - How RPT Approvals Work

Step 02

Check Exemption/Thresholds

1. < INR 1Crore - Exempt

2. < lower of 1% or INR 10 Crore
- Simplified Disclosure

3. Other - Full Disclosure

Step 04

Audit Committe Approval
(Board Approval, Sharehol-
der's Approval, if applicable)

Step 06

Disclosure in Financial
Statements as per Ind AS 24

Step 01
Identify RPT

Step 03

Check Materiality and
Apply Part A, B, C

Step 05

Half Yearly and Annual
Reporting as per LODR
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What Information Must Be Given?

The Circulars prescribe the materiality under Step 3 and the minimum information to be
provided to the Audit Committee for approval of RPTs and to the shareholders for approval

of Material
RPTs under Step 4.

A. For Audit Committee

The Circulars divide the requirements into three parts:
Part A - for all transactions
Part B — for specified transactions

Part C - for material RPTs (under Regulation 23(1) and 23(1A) of SEBI LODR)

Requirements under Part A

Where RPT > INR 1 Crore but
not exceeding the lower of
1% of annual consolidated

Particulars turnover OR INR 10 crore
(As per 13" October 2025
Circular)

All other RPTs

Name of the related party
Country of incorporation
Basic Details of the (if applicable)
Related Party +  (Other identifying details
as required)

Nature of relationship (how
the party is related and
classification as per Ind AS

Relationship & 24)

Ownership - Ownership  structure /[
shareholding details (if
relevant)

Not required
Details of Previous
Transactions

Estimated value / maximum

value of the proposed
Amount of the Proposed RPT(s)

Transaction(s) Whether this is a one-time

transaction or recurring

Name of the related party
Country of incorporation (if
applicable)

(Other identifying details
as required)

Nature of relationship (how
the party is related and
classification as per Ind AS
24)

ownership structure
| shareholding details (if
relevant)

Prior RPTs with the same
related party

Value, type, and frequency
of past transactions

Estimated value /
maximum value of the
proposed RPT(s)

Whether this is a one-time
transaction or recurring
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Particulars

Where RPT > INR 1 Crore but
not exceeding the lower of
1% of annual consolidated

turnover OR INR 10 crore
(As per 13" October 2025
Circular)

All other RPTs

Basic Details of the
Proposed Transaction

Description of the
transaction (goods,
services, loan, etc.)

Tenure or duration (if
applicable)

Key terms and conditions

Like Value & complete pricing
methodology - Basis of pricin-
gTerms of Transaction -
Tenure, Credit terms, Any spe-
cial rights or obligations

Whether the transaction is in
the ordinary course and at
arm'’s length, Conflict-of-inte-
rest disclosures Regulatory
compliance mapping - Align-
ment with SEBI LODR Regula-
tion 23, Compliance with Sec-
tions 177/188 of Companies
Act, Conformity with Ind AS 24
recognition and disclosure re-
quirements

Description of the
transaction (goods, services,
loan, etc.)

Tenure or duration (if
applicable)

Key terms and conditions

Like Value & complete pricing
methodology - Basis of pricing,
Comparable pricing or bench-
marking, Transfer pricing consi-
derations for cross-border tran-
sactions, Whether valuation was
obtained from an independent
professional Terms of Transac-
tion - Tenure, Credit terms, Ter-
mination or renegotiation con-
ditions, Any special rights or
obligations Impact analysis (fi-
nancial, risk, cash flow) - Expec-
ted benefits to the listed entity,
Whether the transaction is in
the ordinary course and at arm'’s
length, Impact on financials,
cash flows, or risk exposure Con-
flict-of-interest disclosures Re-
gulatory compliance mapping
Alignment with SEBI LODR Regu-
lation 23, Compliance with Sec-
tions 177/188 of Companies Act,
Conformity with Ind AS 24 recog-
nition and disclosure require-
ments.




Requirements under Part B

Sale/purchase/supply of goods/
services or trade advances

Loans / advances / ICDs

Investments

Guarantees / sureties / indemni-
ties / comfort letters

Borrowings by listed entity or
subsidiary

Sale/lease/disposal of assets of subsi-
diary or unit / disposal of shares of

subsidiary or associate:

Payment of royalty

- Process of selection of related party (e.g., bid-

ding or other process)

- Basis of price determination

If trade advances: amount, tenure; whether-

- self-liquidating

Source of funds for the proposed transaction

- If borrowing incurred to give out the loan: nature

of indebtedness, cost, tenure, etc.

- Rate of interest charged by listed entity / terms

of borrowing for a comparable maturity

- Maturity/repayment schedule; security / unse-

cured nature; purpose of funds

- Source of funds
- If indebtedness incurred for investment: nature,

cost, tenure
Purpose of investment by investee company

- Material terms of the proposed investment

- Rationale for issuing the guarantee/surety etc.

Whether it will create a legally binding bligation
on listed entity

Material covenants including commission, re -
covery mechanisms.

- Value of obligations undertaken; provisions re-

quired

Material Covenants

- Interest Rate and cost of borrowing

Security and terms of borrowings

Earlier transactions of similar nature during pre-
ceding 12 months

Whether transaction results in issue of securi-
ties or consideration in kind

- Transfer of key intangible assets or customers
- Other major non-financial reasons for transac-

tion

Purpose for which royalty is proposed, breakup
for use of brand/trademark, technology, profes-
sional fees etc.

- Whether parent company charges uniform royal-

ty rate from group entities in other jurisdictions;
if not, minimum/maximum rates and amounts.
Sunset clause if any
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Requirements under Part C

Additional disclosure requirements for material RPT under regulation 23(1) and 23(1A) of SEBI

LODR

Loans / ICDs / Advances to
Related Parties

Investments in Related Parties
(Equity/Debt/Convertibles)

Guarantees / Letters of Comfort /
Indemnities

Borrowings from Related
Parties

Sale / Lease / Transfer /
Disposal of Assets or Business

Royalty / Brand Fee /
Technology Fee Transactions

Essentially, for RPTs above INR 1 crore but not exceeding the lower of 1% of annual consolidated
turnover or INR 10 crore per financial year per related party, limited disclosures under Part A are
required, and Part B and Part C are not applicable.

Latest Credit Rating of RP

Audited/certified

financials of RP (turnover, PAT, net worth)
Significance of loan vs RP’s turnover/net worth
Disclosure of defaults / NPA / willful defaulter
status

Independent valuation / fairness report (if
obtained)

Sha)reholder access to full documents (QR/web
link

CEO/CFO certification of fairness

Financials of RP investee

Size of investment vs RP turnover/net worth
Valuation report for pricing (if obtained)
Disclosure of RP's default/NPA status (for
debt instruments)

Business plan/purpose of investment (expa-
nded from Part B)

Shareholder link to full documents CEO/CFO

Financials of RP beneficiary

Assessment: guarantee size vs RP financials

RP default/NPA/willful defaulter disclosure
External risk/credit assessment (if obtained)
Shareholder-accessible supporting
documents

Financials of RP lender

Significance of borrowing vs lender financials
Default/NPA/willful defaulter status of RP
External fairness assessment (interest/
covenant), if obtained

Shareholder access to documents CEQ/CFO
certificate

Financials of RP acquirer/lessee

Disclosure of similar transactions in last 12
months

RP’s default or NPA history

Inde)*pendent valuation report (summary +
link

Disclosure if deal includes securities/
non-cash consideration

Financials of RP licensor

Royalty trend for last 3 years

Peer/group comparability of royalty rates
Benchmarking/valuation report (if prepared)
Materiality ratio: royalty % of turnover/profit
Shareholder-accessible documentation
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B. For Shareholders

Name of related party & nature of relationship
Value of the transaction

Purpose & justification

Audit Committee/Board approval confirmation
Conflicts of interest, if any

Summary of valuation, if applicable

Summary of past RPTs with the same party

Practical Implications

The Industry Standards outlined above focus on the minimum documentation required for
each RPT, along with the CEO/CFO certification mandated for material RPTs. Companies are en-
couraged to obtain Independent Valuation Reports wherever relevant, to support the assess-
ment of arm's-length conditions. Further, the documentation accompanying RPT proposals
should be made accessible to shareholders, including through QR-code or web-link access,
wherever required.

To ensure smooth implementation of these Standards, companies should update their inter-
nal SOPs to reflect the changes introduced through the applicable circulars and should deve-
lop a standardised RPT approval template for internal use. This template may be hosted on
the corporate intranet to promote consistency and ease of access.

In addition, companies should maintain an up-to-date Related Party Master, automate RPT
data extraction from ERP systems, and provide targeted training to business teams on pricing,
benchmarking, and documentation requirements. Strengthening these processes will signifi-
cantly improve the quality and completeness of documentation for recurring RPTS.

Significance of These Standards

Although, there are existing frameworks which have already provided the approval framework
and disclosures mechanism, the structure of information shared to Audit Committee, Share-
holders always remains inconsistent. These Standards addresses this gap by introducing a
uniform and well defined and decision focused approach. These standards focuses on:




Uniformity

Audit Committees often received differing for-
mats or incomplete data, making benchmar-
king and comparisons difficult. All companies
present RPT information in one standard

Stronger governance and

Better Investor Trust
Uniform disclosures ensure transparency in pro-
moter-driven groups, help detect conflicts of in-
terest, and protect minority shareholders-espe-
cially in promoter-driven listed entities and

format helps boards make informed decisions.

Cross-regulation alignment Reduced ambiguity

The standards ensure that the information

provided ties back to the definitions and dis-

closure principles under Ind AS 24 and the
Companies Act, & SEBI LODR expectations

Clear pricing, benchmarking and rationale re-
quired

Final Takeaway

The revised RPT Industry Standards represent a significant step toward uniformity, transpa-
rency, and stronger governance across India's listed ecosystem. By standardising what infor-
mation goes to Audit Committees and shareholders, SEBI aims to improve the quality of appro-
vals, reduce conflicts of interest, and enhance investor confidence.

As listed entities work to implement these standards, the emphasis must remain on clarity,
completeness, and comparability-the pillars of good governance and sustainable corporate
reputation.
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