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1. INTRODUCTION

This Policy on materiality of related party transactions and on dealing with related party transactions
(“the Policy”) has been formulated pursuant to the Regulation 23 of the SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015, and Section 177 and 188 of the Companies Act, 2013,
which provides for dealing with and approval of related party transactions.

The Policy confirms to the provisions of the Companies Act, 2013 and provisions of Regulation 23 of
the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 shall come into force
from the date such regulations taking effect with respect to the Company.

The Board of Directors of the Company has adopted the following policy and procedures with regard
to materiality of Related Party Transactions and also on dealing with them as defined below. This
Policy shall be reviewed by the Board of Directors as and when required .

2. OBJECTIVES

The objectives of this Policy is to set out

(a) Identification of the Related Parties

(b) The materiality threshold for related party transactions

(c) The manner of dealing, approval and reporting of the transaction between the Company and its
related parties in consonance with the Act, Listing Regulations and any other laws and regulations
as may be applicable.

3. DEFINITIONS

(a) “Act” means the Companies Act, 2013.

(b) “Accounting Standards” means the accounting standard as defined under Section 2(2) of
Companies Act, 2013.

(c) “Arm's length transaction” means a transaction between two related parties that is conducted
as if they were unrelated, so that there is no conflict of interest.

(d) “Audit Committee” means a committee of Board of Directors of the Company constituted by
the Board of Directors of the Company in accordance with Section 177 of the Act and
Regulation 18 of Listing Regulations.

(e) “Board/Board of Directors” means the Board of Directors of the Company.

() “Company” means Happy Forgings Limited.

(g) “Compliance Officer” means Company Secretary designated as such by the Company.

(h) “In the Ordinary Course of Business” means all such acts and transactions undertaken by
the Company,

i. inthe normal routine in managing trade or business;
ii. meets any such other criteria as may be decided by the Board/ Audit Committee.

(1) “Key Managerial Personnel” means key managerial personnel as defined under sub-section
(51) of section 2 of the Act as under:

the Chief Executive Officer or the Managing Director or the Manager;

the Company Secretary;

the Whole-time Director

the Chief Financial Officer

such other officer, not more than one level below the directors who is in whole-
time employment, designated as key managerial personnel by the Board; and
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f.  such other officer as may be prescribed.
(j) “Listing Regulations / SEBI (LODR)” means the Securities Exchange Board of India (Listing
Obligations and Disclosure Requirements) Regulations, 2015.

(k) “Material Related Party Transaction” shall mean a transaction which individually or taken
together with previous transactions during a financial year, exceeds - the thresholds specified
in Schedule XII of these regulations.

Further, a transaction involving payments made to a related party with respect to brand usage
or royalty shall be considered material if the transaction(s) to be entered into individually or
taken together with previous transactions during a financial year exceed five percent of the
annual consolidated turnover of the Company as per the last audited financial statements of the
Company.

“Material Modification” shall mean an increase beyond - 20%on the overall approved transaction
amount for a Related Party.

(1) "Materiality Threshold” means limits for related party transactions beyond which the
shareholders' approval will be required as specified in Section 188 of the Act and rules thereof
(including any amendments thereto) and Schedule XII of the SEBI (LODR) Regulations ,
2015

(m) “Policy” means this policy, as amended from time to time.

(n) “Rules” means the rules made under the Act.

(o) “Relative” means relative as defined under Section 2(77) of the Act and rules prescribed there
under.

(p) “Related Party” means an individual, entity, firm, body corporate or person as defined in
Section 2(76) of the Act, rules prescribed thereunder and Regulation 2(1)(zb) of Listing
Regulations, including the following :

(a) any person or entity forming a part of the promoter or promoter group of the
company; or
(b) any person or any entity, holding equity shares:
(1) of 10% or more, in the company either directly or on a beneficial interest
basis as provided under section 89 of Act at any time, during the immediate
preceding financial year.

(q) "RPT/Related Party Transaction” means all transaction(s) between the Company on one hand
and one or more related party(ies) on the other hand including contracts, arrangements and
transactions as envisaged in Section 188(1) of the Act and/or Regulation 2(1) (zc) of the listing
regulations as amended from time to time.

(r) “Stock Exchange(s)” means such recognized stock exchange on which equity shares of the
Company are listed.

(s) “SEBI” means the Securities and Exchange Board of India.
PROCEDURE FOR APPROVAL OF RELATED PARTY TRANSACTIONS
A) AUDIT COMMITTEE
1. All related Party Transactions, whether fresh or modification in the existing transactions
thereof, shall require prior approval of the Audit Committee of the Company. The Audit

Committee shall consider the following while determining the related party
transactions:



Name and nature of relationship with related party;

Nature, duration of contract, material terms, monetary values and particulars of the
contract or arrangement;

maximum amount of transaction that can be entered into;

Any advance paid or received for the contract or arrangement;

the indicative base price / current contracted price and the formula for variation in
the price, if any;

Method and manner of determining the pricing and other commercial terms;
Whether the transaction is at arm’s length; and

Any other relevant information to enable Audit Committee to take a decision on
the proposed transaction.

The Audit Committee may grant omnibus approval for related party transactions
proposed to be entered into by the company or its subsidiaries subject to:

a.

laying down the criteria for granting the omnibus approval in line with the
provision of Act and Listing Regulations and such approval shall be applicable in
respect of transactions which are repetitive in nature.

satisfying itself regarding the need for such omnibus approval and that such
approval is in the interest of the company;

Such omnibus approval by the Audit Committee shall specify:

6)] the name(s) of the related party, nature of transaction, period of
transaction, maximum amount of transactions that shall be entered into,
(i1) the indicative base price/ current contracted price and the formula for

variation in the price if any; and
(i)  such other conditions as the Audit Committee may deem fit.

Provided that where the need for RPT 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. 1 Crore per transaction.

Where such transaction/s exceeds the threshold limit of Rs. 1 Crore and it is
proposed to continue the omnibus approval of the Audit Committee, the Company
shall give the necessary disclosures/ information to the Audit Committee. The Audit
Committee may, upon evaluation of such transaction & disclosures, give omnibus
approval.

The Audit Committee shall review, at least on a quarterly basis, the transactions
with RPTs entered into by the company or its subsidiaries pursuant to each of the
omnibus approval.

Omnibus approval shall not be made for transactions in respect of selling or
disposing of the undertaking of the Company or transactions which may require
specific approval of the Audit Committee or Board and cannot be considered for
omnibus approval under applicable provisions of law;

Such omnibus approvals shall be valid for a period not exceeding one year and
shall require fresh approvals after the expiry of each financial year at the beginning
thereof.



The RPTs which are not in the ordinary course of business and/or at arm’s length will
be reviewed regularly by the Audit Committee and then recommended to the Board of
Directors.

A RPT entered into without pre-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 Committee as promptly as reasonably practical after it is entered into or after it
becomes reasonably apparent that the transaction is covered by this policy.

Remuneration and sitting fees paid by the listed entity or its subsidiary to its director,
key managerial personnel or senior management, except who is part of promoter or
promoter group, shall not require approval of the audit committee provided that the
same is not material in terms of the provisions of regulation 23 of the SEBI
(LODR),2015

The members of the audit committee, who are independent directors, may ratify related
party transactions within three months from the date of the transaction or in the
immediate next meeting of the audit committee, whichever is earlier, subject to the
following conditions:

(1) the value of the ratified transaction(s) with a related party, whether
entered into individually or taken together, during a financial year
shall not exceed rupees one crore;

(1)  the transaction is not material as per the definition of the “material
related party transaction”

(i11)  rationale for inability to seek prior approval for the transaction
shall be placed before the audit committee at the time of seeking
ratification;

(iv)  the details of ratification shall be disclosed along with the
disclosures of related party transactions in terms of the provisions
of regulation 23(9) of SEBI (LODR), 2015.

(v) any other condition as specified by the audit committee:

Provided that failure to seek ratification of the audit committee shall render the
transaction voidable at the option of the audit committee and if the transaction is with
a related party to any director, or is authorised by any other director, the director(s)
concerned shall indemnify the listed entity against any loss incurred by it.”

B) BOARD OF DIRECTORS

1.

The following related party transactions, shall require approval of the Board, either prior
to the transaction or /ratification within three (3) months from the date of transaction,
if not in ordinary course of business and/or not at arm’s length basis.

i. sale, purchase or supply of any goods or materials;
ii. selling or otherwise disposing of, or buying, property of any kind,;
iii. leasing of property of any kind;
iv. availing or rendering of any services;

v. appointment of any agent for purchase or sale of goods, materials, services or



property;
vi. such related party's appointment to any office or place of profit in the
Company, its subsidiary company or associate company; and
vii. underwriting the subscription of any securities or derivatives thereof, of the
Company.
The Board of Directors shall review, approve and recommend to the Shareholders for
their approval, all Material Related Party Transactions and such transactions as required
to be approved by shareholders of the Company in terms of section 188(1) of the Act
and schedule XII of SEBI (LODR) Regulations, 2015

The Board of Directors shall annually review, the details of all RPTs, including the
terms of the transaction, the business purpose of the transaction and the benefits to the
Company and to the relevant Related Party.

C) APPROVAL OF SHAREHOLDERS

1.

contracts or agreements with any Related Party which are not in the ordinary course of
business and/or not at arm’s length in respect of transactions specified in Section 188(1)
of the Act, will require prior approval of the shareholders by a resolution subject to
limits mentioned in Rule15(3) of the Companies (Meetings of Boards and its Powers)
Rules, 2014.

The following related party transactions shall require shareholder’s prior approval as
prescribed u/s 188 of Companies Act, 2013 or any amendment thereof:

S.N. | Transactions Covered Transaction Value

1. | Sale, purchase or supply of any goods or | >=10% of Turnover
materials directly or through appointment of
agents *
2. | Selling or otherwise disposing of, buying, >=10% of Net Worth
property of any kind directly or through
appointment of any agents *

3. | Leasing of property of any kind * >=10% of Turnover
4. | availing or rendering of any services >=10% of Turnover
directly or through appointment of agents *
5. | such Related party's appointment to any At a monthly remuneration

office or place of profit in the company, its | ~RS- 2.5 Lakh

subsidiary company or associate company
6. | for underwriting the subscription of any Remuneration > 1% of Net
securities or derivatives thercof, of the | Worth

company

* The limits shall apply for these transaction or transactions to be entered into either
individually or taken together with the previous transactions during a financial year.

However, the shareholders’ approval is not required for the transactions entered into
between the Company and its wholly owned subsidiaries whose accounts are
consolidated with the Company and placed before the sharecholders at the general
meeting for approval.



2. Schedule XII of the SEBI (LODR) Regulations, 2015

RELATED PARTY TRANSACTIONS

[ Regulation 23(1)]

A transaction with a related party shall be considered material, if the transaction(s) to be entered
into individually or taken together with previous transactions during a financial year exceeds the

following:

Consolidated Turnover of Listed Entity

Threshold

(D Up to %20,000 Crore

10% of the annual consolidated turnover of
the listed entity

(IT) More than 320,000 Crore to upto 340,000
Crore

32,000 Crore + 5% of the annual
consolidated turnover of the listed entity
above 320,000 Crore

(IIT) More than 240,000 Crore

23,000 Crore + 2.5% of the annual
consolidated turnover of the listed entity
above 340,000 Crore or 5000 Crores,
whichever is lower.

This policy shall be reviewed by the board of directors at least once every three years and updated

accordingly.

All Related Party Transactions which are either not on arm’s length basis or not in the
Ordinary Course of Business shall be reviewed by the Audit Committee and sent to the
Board with its observations & recommendations for the approval of the Board of
Directors. The Board shall recommend the RPTs for the approval of the Shareholders,
in case the RPTs exceed the value of transactions as provided under Section 188 of the
Companies Act, 2013 and Schedule XII of SEBI (LODR) Regulations, 2015

3. All material RPTs in terms of Regulation 23 of the Listing Regulations shall

require shareholders’ approval.

4. 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.

5. IDENTIFICATION OF RELATED PARTIES

Each Director and Key Managerial Personnel is duty bound to notice the Compliance Officer
of any potential RPT involving him or his relative, including any additional information about
the transaction that the Company Secretary may reasonably request.

All directors are required to declare and disclose their concerns or interests in any company or
companies or body corporate or firms at the first Board Meeting in every financial year and
subsequently whenever there is change in disclosures. In addition, the Directors shall ensure
that any business transactions entered into between the Company and themselves comply with

the terms of this Policy.

Such notice of any related party transaction shall be provided to the Company Secretary well in




advance to enable the Audit Committee / Board to adequately and reasonably review
information.

6. DISCLOSURE OF RPTs
i.  Every RPT entered into shall be disclosed in the Board’s report to the shareholders.

ii.  This Policy shall be uploaded on Company’s website and a web link thereto shall be
provided in the Annual Report.

iii.  Quarterly/periodic update shall be provided to the Audit Committee/Board on all the
related party transactions entered into by the Company.

7. RPT NOT APPROVED UNDER THE POLICY

In the event any KMP, officer or Director of the Company becomes aware of any transaction

with related party being in deviation from the policy, such person shall promptly notify the
Compliance Officer regarding such transaction. The Compliance Officer shall ensure that such
transactions are brought before the Audit Committee, as early as possible but not later than the
first Audit Committee meeting held after the date of such intimation. In such circumstance, the
Audit Committee shall evaluate options of ratification, revision or termination of the RPT and
compliance with the applicable legal provisions. The Audit Committee shall also examine the
facts, reasons and circumstances of failure of reporting such RPTs, and shall take any such
action, as it may deem fit and appropriate in the best interest of the Company.

In case where the Audit committee does not ratify a RPT, which has taken place without
approval; the Committee, may direct additional actions including, but not limited to, immediate
discontinuation of the transaction.

8. AMENDMENTS

The Board may amend any provision(s), substitute any provision(s) or replace the Policy with a
new Policy, subject to applicable laws for the time being in force. The Board shall, review
the policy as may be deemed necessary but atleast every three year, and in accordance with
any regulatory amendments from time to time. Any subsequent amendment/modification in the
Act or the Listing Regulations and/or any other laws in this regard shall automatically apply to
this Policy.

9. DISSEMINATION OF THE POLICY

This Policy shall be hosted on the website of the Company for such minimum period as
mandated by the provisions of Listing Regulations and thereafter as per the archival policy of
the Company
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