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POLICY ON MATERIALITY OF RELATED PARTY TRANSACTIONS
AND DEALING WITH RELATED PARTY TRANSACTIONS

TITLE

This policy shall be called “Policy on materiality of Related Party Transactions and deal -
ing with Related Party Transactions.”

APPLICABILITY AND EFFECTIVE DATE

This policy will be applicable to the Company with effect from 1% day of October, 2014
to regulate transactions between th Company and its Related Parties based on the applica-
ble laws and regulations.

OBJECTIVE

Related Party Transactions have been one of the major areas of focus for the corporate
governs reforms being initiated by Indian legislature.

The changes introduced in the Corporate Governance norms through the Companies Act,
2013 and the revised Clause 49 of the Listing Agreement require the companies to have
enhanced transparency and due process for approval of the Related Party Transactions.

One such requirement is that the companies are required to formulate a policy on materi -
ality of Related Party Transactions.

DEFINITIONS

“Audit Committee or Committee” means Committee of Board of Directors of the Com-
pany constituted under provisions of Listing agreement and Companies Act, 2013.

“Board” means Board of Directors of the Company.

“Key Managerial Personnel” means key managerial personnel as defined under the
Companies Act, 2013 and includes

i) Managing Director, or Chief executive Officer or Manager and in their absence, a
whole-time director;
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i) Company Secretary; and
iii) Chief Financia Officer

“Policy” means Related Party Transaction Policy.

“Related Party” means related party as defined in Clause 49 of the Listing Agreement
whichisasfollows:

A 'related party' is a person or entity that is related to the company. Parties are considered
to be related if one party has the ability to control the other party or excersice significant
influence over the other party, directly or indirectly, in making financial and/or operating
decisions and includes the following:

1. A person or a close member of that person's family is related to a company if that per-
son:

a. is arelated party under Section 2(76) of the Companies Act, 2013 which are as fol -
lows:
i) adirector or hisrelative;

i1) akey manageria personnel or hisrelative;
iii) afirm, in which a director, manager or hisrelative is a partner;
iv) aprivate company in which a director or manager is a member or director;

V) a public company in which a director or manager is a director or holds along
with hisrelatives, more than two percent of its paid-up share capital;

vi) any body corporate whose Board of Directors, Managing Director or Manager
is accustomed to act in accordance with the advice, directions or instructions of a
director or manager;

vii) any person under whose advice, directions or instructions a director or man
ager is accustomed to act:

Provided that nothing in sub-clauses (vi) and (vii) shall apply to the advice, direc
tors or instructions given in a professional capacity;

viii) any company which is-

Works:Village Singha,Tehsil Haroli,Distt. Una, Himachel Pradesh. Tel: +91 1975 302326



S.R. Industries Limited

CIN : L29246PB1989PL C009531

Regd. Off: F-110, Industrial Area, Phase VI
Mohali, Punjab - 160055

Website : www.srfootwears.com

Email : info@srfootwears.com

Tel: +91 172 4602888

a) aholding, subsidiary or an associate company of such company;or
b) asubsidiary of a holding company to which it is also asubsidiary

iX) director or key managerial personnel of the holding company or his relative
with reference to a company;or

b. has control or joint control or significant influence over the company;or

c. isakey management personnel of the company or of a parent of the company;or

2. An entity isrelated to a company if any of the following conditions applies:

a. The entity isarelated party under Section 2(76) of the Companies Act, 2013;or

b. The entity and the company are members of the same group (which means that each
each parent, subsidiary and fellow subsidiary is related to the others)'or

c. One entity is an associate or joint venture of the other entity (or an associate or joint
venture of amember of a group of which the other entity isa member);or

d. Both entities are joint ventures of the same third party;or
e. One entity is ajoint venture of athird entity and the other entity is an associate of the
third entity;or

f. The entity is a post-employed benefit plan for the benefit of employees of either the
company or an entity related to the company. If the company is itself such a plan, the
sponsoring employers are a so related to the company;or

0. The entity is controlled or jointly controlled by a person identified in (1).

h. A person identified in (1)(b) has significant influence over the entity (or of a parent of
the entity)

“Related Party Transaction” means any transaction directly or indirectly involving any
related party which isatransfer of resources, services or obligations between a company
and arelated party, regardless of whether apriceis charged.

“Relative” means relative as defined under the Companies Act, 2013 and includes any
onewho isrelated to another if-
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1) They are members of aHindu Undivided Family;
i) They are husband and wife; or

iii) Father (including step-father)

iv) Mother (including step-mother)

v) Son (including step-son)

vi) Son'swife

vii) Daughter

viii) Daughter's husband

iX) Brother (including step-brother)

X) Sister (including step-sister)

“Material Related Party Transaction” 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, exceeds ten percent of the annual consolidated
turnover of the company as per the last audited financial statements of the company.

The annual turnover and net worth of the company and relevant percentage are as under:

Rs. In Lacs
YEAR TURNOVER |10% OF THE
ANNUAL TURNOVER

Ason 31% March, 2014 | 4607.37 460.74
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PROVISIONS AS TO RELATED PARTY TRANSACTIONS IN THE COMPA-
NIESACT, 2013 AND LISTING AGREEMENT

1. Under the Companies Act, 2013 the related party transactions are governed by Section
188 of the Companies Act, 2013 which covers only following transactions of commercial
nature:

(a) sale, purchase or supply of any goods or materials;

(b) selling or otherwise disposing of, or buying, property of any kind,;
(c) leasing of property of any kind,;

(d) availing or rendering of any services,

(e) appointment of any agent for purchase or sae of goods, materias, services or
property;

(f) such related party's appointment to any office or place of profit in the company, its
subsidiary company or associate company;

(g) underwriting the subscription of any securities or derivatives thereof, of the company.

2. The transactions of financial nature like giving of loan, guarantee and providing
security to “any person in whom any director is interested” are governed by Section 185
of the Companies Act, 2013 which prohibits such transactions, whereas inter corporate
loans, investment and guarantee, with or without related parties, are governed by Section
186 of the Companies Act, 2013.

3. Clause 49 VII B of the Listing Agreement has much wider scope and meaning,
covering al related party transactions whether commercial or financial in nature as
mentioned above. Moreover, it provides different regulatory provisions for related party
transactions and Material related party transactions. It requires al related party
transactions to be executed with prior approval of the Audit Committee and all Material
related party transactions to be executed with the prior approva of Audit Committee and
approval of shareholder by special resolution where the related parties shall abstain from
voting thereon.

4. This policy isformulated for all related party transactions considering provisions of the
Companies Act, 2013 as well as Clause 49 V11 of the listing agreement.
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APPROVALS, DISCLOSURESAND RELATED PROVISIONS:

No Related Party Transaction shall be entered in to by the Company without com-
plying with the following provisions:

1. The Company shall obtain prior approval of the Audit Committee.

2. The Company shall also obtain consent of the Board of Directors given by aresolution
at ameeting of the Board.

1) The agendaitem of the Board meeting shall disclose:

() the name of the related party and nature of relationship

(b) the nature, duration of the contract and particulars of the contract or arrange-
ment

(c) the material terms of the contract or arrangement including the value, if any
(d) any advance paid or received for the contract or arrangement, if any

(e) the manner of determining the pricing and other commercial terms, both includ-
ed as part of contract and not considered as part of the contract

(f) whether all factors relevant to the contract have been considered, if not, the de-
tails of factors not considered with the rationale for not considering those factors
and

(g) any other information relevant or important for the Board to take a decsion on
the proposed transaction.

i) No Interested Director shall be present at the meeting during discussions on the subject
matter of the resolution relating to related party transaction.

3. 1) The Company shall obtain approva of the Company by a special resolution for any
Related Party Transaction within the meaning of Section 188 of the Companies Act, 2013
unless the transaction entered in to by the Company is in the ordinary course of business
and on arm’s length basis.

Works:Village Singha,Tehsil Haroli,Distt. Una, Himachel Pradesh. Tel: +91 1975 302326



S.R. Industries Limited

CIN : L29246PB1989PL C009531

Regd. Off: F-110, Industrial Area, Phase VI
Mohali, Punjab - 160055

Website : www.srfootwears.com

Email : info@srfootwears.com

Tel: +91 172 4602888

i) The Company shall obtain approval of the Company by a special resolution for any
Material Related Party Transaction.

iii) All existing related party contracts or arrangements which are likely to continue be-
yond March 31, 2015 shall be placed for approva of the shareholders in the first generd
meeting subsequent to October, 2014. However, the Company, may choose to get such
contracts approved by the shareholders even before 1% October, 2014.

Provided that:

(@ No member of the company shall vote on such special resolution, if such mem-
ber is a Related Party.

(b) The special resolution passed by the holding company shall be sufficient for the
purpose of entering into the transactions between wholly owned subsidiary and
holding company.

(c) The explanatory statement to the notice of general meeting shall contain name
of the related party, name of director or KMP who isrelated, if any, nature of rela-
tionship, nature, material terms, monetary value and particulars of the contract or
arrangement and any other information relevant or important for the members to
take a decision on proposed resolution.

4. Details of al related party transactions shall be disclosed quarterly along with the com-
pliance report on corporate governance.

5. Every contract or arrangement with Related Party entered in to by the Company shall
be referred to in the Board’s Report to the shareholders along with justification for enter -
ing in to such contract or arrangement.

6. Board of Directors shall be monitoring and managing potential conflicts of interest of
management, board members and shareholders, including misuse of corporate assets and
abuse in related party transactions.

PROVISION FOR OMNIBUS APPROVAL

In pursuance with the provisions of Clause 49 (VII) (D), al Related Party Transactions
shall require prior approval of the Audit Committee. However, the Audit Committee may
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grant omnibus approval for Related Party Transactions proposed to be entered into by the
company subject to the following conditions:

a. The Audit Committee shall lay down 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.

b. The Audit Committee shall satisfy itself the need for such omnibus approval and that
such approva isin the interest of the company;

c. Such omnibus approval shall specify (i) the name/s of the related party, nature of
transaction, period of transaction, maximum amount of transaction that can be entered
into, (ii) the indicative base price / current contracted price and the formula for variation
in the price if any and (iii) 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.1 crore per transaction.

d. Audit Committee shall review, atleast on a quarterly basis, the details of RPTs entered
into by the company pursuant to each of the omnibus approval given.

e. Such omnibus approvals shall be valid for a period not exceeding one year and shall
require fresh approvals after the expiry of one year"

"Provided that sub-clause 49 (VII)(D) and (E) shall not be applicable in the following
cases:

(1) transactions entered into between two government companies,
(i) transactions entered into between a holding company and its wholly owned subsidiary
whose accounts are consolidated with such holding company and placed before the

shareholders at the general meeting for approval.

Explanation (i):  For the purpose of Clause 49(VIl), "Government company” shall have
the same meaning as defined in Section 2(45) of the Companies Act, 2013."

Explanation (ii): For the purpose of Clause 49(VIl), all entities faling under the defini-

tion of related parties shall abstain from voting irrespective of whether the entity is a par-
ty to the particular transaction or not."
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IDENTIFICATION OF POTENTIAL RELATED PARTY TRANSACTIONS

Each director and key managerial personnel is responsible for providing notice to the
Board or Audit Committee of any potential Related Party Transaction involving him or
her or his or her Relative, including any additional information about the transaction that
the Board/Audit Committee will determine whether the transaction does, in fact, consti-
tute arelated party transaction requiring compliance with this policy.

The Company strongly prefers to receive such notice of any potential related party trans-
action well in advance so that the Audit Committee/Board has adequate time to obtain
and review information about the proposed transaction.

DISCLOSURES

Details of al material transactions with Related Parties shall be disclosed to stock ex-
changes quarterly aong with the compliance report on corporate governance.

The company shall disclose the policy on dealing with related party transactions on its
website and web-link shall be provided in annual report.

AMENDMENTSIN LAW

Any subsequent amendment/modification in the listing agreement and/or other applicable
laws in this regard shall automatically apply to this policy.
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