SBI LIFE INSURANCE COMPANY LIMITED

Policy on materiality of Related Party Transactions and on dealing with
Related Party Transactions

1. Preamble
1.1

The Board of Directors (the “Board”) of SBI Life Insurance Company Limited (the
“Company”) has adopted the following policy with regard to related party
transactions in line with the requirements of Section 177, 188 and other applicable
provisions of Companies Act, 2013 read with the Companies (Meeting of Board
and its Powers) Rules, 2014 (hereinafter referred to as ‘the Act’), IRDAI Guidelines
on Corporate Governance, 2016 and Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements) Regulations, 2015 (hereinafter
referred to as ‘SEBI Listing Regulations, 2015’).

1.2

Regulation 23 (1) of the SEBI Listing Regulations, dealing with Related Party
Transactions requires a listed entity to formulate a policy on materiality of related
party transactions and on dealing with the Related Party Transactions. This Policy
is formulated to comply with the requirement of said regulation/guidelines.

2. Name and Scope of the Policy
2.1

This policy shall be called “Policy on materiality of Related Party Transactions and
on dealing with Related Party Transactions” (“Policy”).

2.2

The Audit Committee of the Company will review this policy on an annual basis
and propose any modifications to the Board for approval.

2.3

This Policy outlines the basis on which the Materiality of Related Party
Transactions will be determined and the manner of dealing with the Related Party
Transactions.

2.4

Operational Guidelines with respect to the Related Party Transaction and/or
Material Related Party Transaction under the Policy will be framed and amended
from time to time with the approval of Managing Director and CEO.

3. Applicability
3.1

This Policy shall be applicable to all Related Party Transactions entered by the
Company.
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4. Definitions
“Arm’s length
transaction”

“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 and as defined in Section 188 of the Companies Act,
2013.

“Associate
company”

“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.

“Audit Committee ”

“Audit Committee of Board” means a committee of Directors constituted in
terms of Section 177 of the Companies Act, 2013 read with Rule 6 of the
Companies (Meetings of Board and its Powers) Rules, 2014 and as per
Corporate Governance guidelines of IRDA of India.

"Board of Directors"
or "Board"

"Board" or “Board of Directors”, in relation to a Company, means the
collective body of the Directors of the Company.

“Control”

“Control” The right or the ability to appoint majority of the directors or to
control the management or policy decisions of the target company,
exercisable by a person or persons acting individually or in concert,
directly or indirectly, including by virtue of their shareholding or
management rights or shareholders agreements or voting agreements or
in any other manner.

"Directors"

"Directors" mean the Directors appointed to the Board of the Company.

"General Meeting"

"General Meeting" means and includes Annual General Meeting and/or
Extraordinary General Meeting.

“IRDA of India”

Insurance Regulatory and Development Authority of India (Act, 1999 &
Rules and Regulations made thereunder and include any statutory
modification or re-enactment thereof for the time being in force.)

“Joint venture”

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

“Key Managerial
Personnel”

Key Managerial Personnel shall mean the following whole-time key
managerial personnel of the company:

"Managing Director
& CEO"

 Managing Director & CEO
 Chief Financial Officer (CFO) and
 Company Secretary
'The Managing Director & CEO" means the Managing Director (MD) & CEO
of the Company for the time being.

“Material related
party transaction”

“Material Related Party Transaction” as per Regulation 23 of the Listing
Regulations means a transaction with a related party if the
transaction/transactions to be entered into individually or taken together
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with previous transactions during a financial year, exceed ten percent of
the annual consolidated turnover of the Company as per the last audited
financial statements of the Company.
“Policy on
materiality of
Related Party
transactions and on
dealing with
Related Party
ttransactions
Policy” or “Policy”

“Policy on materiality of Related Party transactions and on dealing with
Related Party ttransactions” or “Policy” means this policy duly approved by
Board and includes any amendment or modification thereof.

“Related Party”

“Related Party” with reference to company means related party as defined
under section 2(76) of the Act read with Rule No. 3 of Companies
(Specification of definitions details) Rules, 2014, Accounting Standard 18
(‘AS 18’) and Regulation 2(1)(zc) of the SEBI Listing Regulations and as may
be amended from time to time.

“Relative”

‘‘Relative’’ a person shall be deemed to be the relative of another, if he or
she is related to another in the following manner, namely:
As per 2(77) of the Companies Act and Rule 4 of Companies (specification
of definitions details) Rules, 2014) i.e.
 Members of HUF
 Spouse
 Father (includes step-father)
 Mother (includes the step-mother)
 Son (includes the step-son)
 Son’s wife
 Daughter
 Daughter’s husband
 Brother (includes the step-brother)
 Sister (includes the step-sister)
A related party transaction is a transfer of resources, services or
obligations between a company and a related party, regardless of whether
a price is charged. This includes any transaction pursuant to the provisions
of Companies Act, 2013 read with relevant rules thereunder.

“Related Party
Transaction”

“Subsidiary
company”/
“subsidiary”

“Transactions in the
ordinary course of

“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:
i. controls the composition of the Board of Directors; or
ii. 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.
A. The transactions in ordinary course of insurance business means a
transaction which is:
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the insurance
business”

(i) entered into by the Company in the normal course of business in
accordance with the main objects or object incidental to the main
objects as envisaged in the Memorandum of Association (MOA) or
(ii) in connection with the normal business carried on by the Company, or
(iii) entered frequently over a period of time
(iv) Standard practices, or
(v) permitted by IRDAI or any other law for the time being in force
B. The following are examples of related party transactions which are
regularly undertaken by the Company:
(i) Sale of insurance policy
(ii) Payment of commission and rewards and recognitions
(iii) Bank Charges
(iv) Payment of Royalty
(v) Payment of dividend
(vi) Payment of remuneration to MD/CEO/KMPs
(vii) Investments in equity, mutual funds, fixed deposits, reverse repo,
CBLO etc.
(viii) Rental income
(ix) Reimbursement of expenses etc.

“Turnover”

“Turnover” has been defined as the aggregate value of the realisation 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 Company, the ‘turnover’ will be considered as the
‘Total Income’, i.e., gross premium income + other income.

5. Dealing with Related party transactions
5.1

The Company shall obtain prior approval of the Audit Committee in respect of
Related Party Transactions.

5.2

Subject to provisions of this clause, the Audit committee shall be empowered to
grant omnibus approval for Related Party Transactions proposed to be entered
into by the Company.
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5.3

Before granting any approval, the Audit Committee shall satisfy itself that the
approval is in the interest of the Company.

5.4

The Audit Committee may grant omnibus approval to those transactions which
are frequent / regular /repetitive in nature or other transactions upto such size as
the Audit Committee may deem fit.

5.5

Any proposal seeking omnibus approval shall specify i) the name(s) of the related
party, (ii) the nature, period and maximum amount of transaction that can be
entered into, (iii) indicative base price / current contracted price and formula for
variation in price, if any and (iv) any other detail(s) as may be specified by the
Audit Committee as may deem fit or stipulated by the Company from time to
time.

5.6

When a Related Party Transaction cannot be foreseen and/or details as mentioned
in the clause 5.5 are not available, the Audit Committee may grant omnibus
approval for such transactions of value not exceeding Rs.1 crore per transaction.

5.7

Audit Committee shall review, on quarterly basis, or as may be required, the
details of all Related Party Transactions entered into by the Company pursuant to
omnibus approval accorded by it.

5.8

The omnibus approval granted by the Audit Committee shall be valid for a period
not exceeding one year and the Audit Committee shall be empowered to grant
fresh approval on expiry of such validity period.

5.9

Under the Act, the consent of the board of directors is required, by a resolution at
a meeting of the Board, for entering into related party transactions within the
thresholds specified in section 188 of the Act and which are (i) not in the ordinary
course of business, or (ii) not at an arm’s length price.

5.10

In case any related party transactions are referred by the Company to the Board
for its approval, 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
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the transaction or may require such modifications to transaction terms as it
deems appropriate under the circumstances.
5.11 No member of the Audit Committee / Board shall participate in the review or
approval of any Related Party Transactions in which such member is interested
except that the Key Managerial Personnel, although can be present, shall provide
all material information concerning the Related Party Transaction to the Audit
Committee/ Board.

5.12 If a related party transaction is not in the ordinary course of business, or not at
arm’s length price and exceeds certain thresholds prescribed under section 188
of the Act, it shall require shareholders’ approval by a resolution. In such a case,
any member who is a related party shall not vote on resolution passed for
approving such related party transaction.
6. Dealing with Material Related Party Transactions
6.1

In respect of all Material Related Party Transactions, the Company shall obtain
approval of the shareholders through a resolution and all related parties shall
abstain from voting on resolution irrespective of whether the Related Party is a
part of particular transaction or not.

7. Related Party Transactions not approved under this policy
7.1

In the event the Company becomes aware of any Related Party Transactions that
have not be approved as per Para 5 and 6, of the Policy prior to their
consummation, the matter shall be reviewed by the Audit Committee. The Audit
Committee may after considering all the relevant facts and circumstances
regarding the Related Party Transaction, evaluate all options available, including
ratification, revision or termination of Related Party Transaction and may take
appropriate decision. The Audit Committee shall also examine the facts and
circumstances pertaining to the failure of reporting such related party
transactions and shall take any such action as it deems appropriate.

7.2

In case the Audit Committee does not deem fit to ratify a Related Party
Transaction under para 7.1 above, that has commenced without approval, the
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Audit Committee, may direct additional actions including, but not limited to,
immediate discontinuation of the transaction or such other matter as it may
deem appropriate. The Audit Committee has also have the authority to modify or
waive any procedural requirement of the Related Party Transaction to suit the
provision of this policy.
7.3

In other circumstances, the Audit Committee may recommend to the Board and
the same shall be empowered to take decision in respect of such Related Party
Transaction, as it may deem appropriate in the matter.

8.

Disclosure of the Policy
8.1

Adequate disclosure of Material Related Party Transaction(s) with related parties
shall be disclosed quarterly along with the compliance report on corporate
governance.

8.2

The Company shall disclose the Policy on dealing with Related Party Transactions
on its website and also a web link thereto shall be provided in the Annual Report.

9.

Review of the Policy
This Policy is subject to updation / review, on account of any change in regulatory
requirements or as may be required to do so from time to time. The Board shall review
the policy annually or as and when required.
*******************
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