SBI FUNDS MANAGEMENT LIMITED
POLICY ON MATERIALITY OF RELATED PARTY TRANSACTIONS AND DEALING
WITH RELATED PARTY TRANSACTIONS

Introduction

Sections 177 and 188 of the Companies Act, 2013 (“Companies Act” or “the Act”), along with
relevant rules framed thereunder contain compliance and approval requirements regarding the related
party transactions. Further, Regulation 23 of Securities and’ Exchanges Board of India (Listing
Obligations and Disclosure Requirements) Regulations 2015 (“SEBI Listing Regulations™) also
contain certain approval requirements regarding the related party transactions. Regulation 23 of the
SEBI Listing Regulations requires the listed companies to formulate a policy on dealing with related
party transactions.

In compliance with this requirement, this Policy on Related Party Transactions (“Policy”) has been
adopted by Board of Directors of SBI Funds Management Limited (“Company”), in order to set forth
the procedures under which certain transactions are to be reviewed and approved or ratified by the
Audit Committee or the Board of Directors or the shareholders as per the provisions of the Companies

Act and the SEBI Listing Regulations, as may be amended.

The requirements relating to SEBI Listing Regulations would be applicable from the date of listing of
equity shares of the Company.

DEFINITIONS AND INTERPRETATION
1. Definitions
In this Pblicy, unless the context otherwise requires:

“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.

“Audit Committee” shall mean the committee of Board constituted in pursuance of Section 177
of the Companies Act and Regulation 18 of SEBI Listing Regulations;

“Board” shall mean the board of directors of the Company;

“Companies Act” shall mean the Companies Act, 2013 including any statutory modification or
re-enactment thereof;

“Company” shall mean SBI Funds Management Limited;
“Director(s)” shall mean a member of the Board;

“Key Managerial Personnel” shall mean the person(s) appointed as such in pursuance of Section
203 read with Section 2(51) of the Companies Act;

“Material Modification” means, subsequent to entering into a contract or arrangement for a
related party transaction which was approved by the Audit Committee and / or shareholders, as
the case may be, would mean change in overall pricing or rate under a contract by more than 20%.
Provided further that the aggregate value of transactions under the contract during the previous
financial year or current financial year till the date of modification was more than 100 crores.
Provided further, a contract or arrangement where same pricing or rates are offered uniformly to
all customers/service providers will be exempt from the scope of material modification.




“Material Related Party Transaction” shall have the meaning ascribed to it in Clause 4.2.
hereof;

“Ordinary Course of Business” with reference to a transaction with a related party shall mean a
transaction which is:

i. carried out in the normal course of business envisaged in accordance with the
Memorandum and Articles of Association of the Company as amended from time to time;

ii. in accordance with historical practice and repetitiVe/frequent in nature;

iii. normal and otherwise routine in the particular business;

iv. common in a particular industry; !

v. in furtherance of business objectiVes and/or business purposes of the Company;
vi. a source of income for the bu,siyness;

vii. meeting any other parameters/criteria as decided by the Board/Audit Committee, from
time to time; :

“Policy” shall mean this Policy on Materiality of Related Party Transactions and Dealing with
Related Party Transactions, as amended from time to time;

“Related Party”, in relation to the Company shall mean a party related with the Company in any
of the ways as laid down in Section 2(76) of the Companies Act, Rules, SEBI Listing Regulations
or under applicable accounting standards, each as amended;

Provided that: (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 of ten per cent or more, in the
Company either directly or on a beneficial interest basis as provided under Section 89 of the
Companies Act, at any time, during the immediate preceding financial year; shall be deemed
to be a related party;

“‘Relative’’ with reference to any person, shall mean anyone who is related to another person as
defined under Section 2(77) of the Companies Act and applicable accounting standards, each as
amended;

“Related Party Transaction” shall mean a transaction involving a transfer of resources, services
or obligations between:

i. the Company or any of its subsidiaries on one hand and a related party of the Company
or any of its subsidiaries on the other hand; or

ii. the Company or any of its subsidiaries on one hand, and any other person or entity on the
other hand, the purpose and effect of which is to benefit a related party of the Company
or any of its subsidiaries;

regardless of whether a price is charged and a “transaction” with a related party shall be construed
to include a single transaction or a group of transactions in a contract, and includes transactions
as defined as a “related party transaction” under the relevant provisions of the Companies Act, the
SEBI Listing Regulations or any other related law, regulation, standard, each as amended;

Provided that the following shall not be a related party transaction:



a. the issue of specified securities on a preferential basis, subject to compliance of
the requirements under the Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations, 2018;

b. the following corporate actions which are uniformly applicable/offered to all
shareholders in proportion to their shareholding:

(i) payment of dividend;

(ii)  subdivision or consolidation of securities;

(ili)  issuance of securities by way of a rights issue or a bonus issue; and
(iv)  buy-back of securities.

¢. retail purchases from the Company or any of its subsidiaries by the directors ot
key managerial personnel of the Company or any of its subsidiaries, and
relatives of such directors or key managerial personnel without establishing a
business relationship and at the terms which are uniformly applicable/offered to
all employees, directors, key managerial personnel and relatives of directors or
key managerial personnel;

“Rules” shall mean the rules framed under the Companies Act, as amended from time to time;

“SEBI Listing Regulations” shall mean the Securities and Exchange Board of India (Listing
Obligations and Disclosure Requirements) Regulations, 2015, as amended from time to time;

“Specified RPT” shall have the meaning ascribed to it in Clause 4.3.9. hereof.
Interpretation

Any words used in this Policy but not defined herein shall have the same meaning prescribed to it
in the Companies Act, the Rules, the Securities and Exchange Board of India Act, 1992, as
amended, or rules and regulations made thereunder including the SEBI Listing Regulations, the
applicable accounting standards or any other relevant legislation/law applicable to the Company,
as amended from time to time.

In case of any dispute or difference upon the meaning/interpretation of any word or provision in
this Policy, the same shall be referred to the Audit Committee and the decision of the Audit
Committee shall be final. In interpreting such term/provision, the Audit Committee may seek the
help of any of the officers of the Company or an external expert as it deems fit.

Objectives

3.1. Regulation 23 of the SEBI Listing Regulations requires the Company to formulate a policy
on materiality of related party transactions and also on dealing with related party
transactions including clear threshold limits duly approved by the Board.

3.2. Accordingly, the Board has adopted the following Policy with regard to related party
transactions. The Policy has been prepared in accordance with Section 177 and Section 188
of the Companies Act and applicable provisions of the SEBI Listing Regulations. The Audit
Committee will review this Policy on an annual basis and propose any modifications to the
Board for approval. The Policy shall be reviewed by the Board at least once every three

years.



4.

Procedure

4.1.

4.2.

Identification of Related Parties

4.1.1. The Company shall identify Related Parties as per the requirement of the Companies
Act, the Indian Accounting Standards (IndAS) and the SEBI Listing Regulations,
and keep the list of Related Parties updated from time to time;

4.1.2. Every Director/Key Managerial Personnel shall at the time of appointment and also
at the beginning of the financial year provide information by way of written notice
to the Company regarding his/her concern or interest in the entity with specific
concern to parties which may be considered as Related Parties with respect to the
Company and shall also provide the list of Relatives which are regarded as Related
Parties as per this Policy. ‘

4.1.3. Directors/Key Managerial Personnel are also required to provide the information
regarding their engagement with other entities during the financial year which may
be regarded as a Related Party according to this Policy.

4.1.4. Each Director/Key Managerial Personnel is responsible for providing notice to the
Company 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 may reasonably request. The Audit
Committee will determine whether a transaction does constitute a Related Party
Transaction requiring compliance with this Policy.

4.1.5.. Each Director/Key Managerial Personnel shall make an annual declaration as per
the provisions of the Companies Act and the Rules with respect to Related Party
Transactions to the Company in the last month ending before the financial year and
this declaration shall be placed before the Audit Committee and the Board at their
first meeting held at the succeeding financial year.

4.1.6. Any change in the list of Relatives shall be intimated by the Directors/Key
Managerial Personnel by way of a fresh declaration to the Company.

Material Related Party Transaction

A Related Party Transaction shall be considered material if the transaction or transactions
to be entered into individually or taken together with previous transactions during a financial
year, exceed the thresholds specified in Schedule I of this Policy.

Notwithstanding the above, 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 transaction(s) during a financial
year, exceed 5 (five) per cent of the annual consolidated turnover of the Company as per the
last audited financial statements of the Company.

All Material Related Party Transactions and subsequent Material Modifications shall require
prior approval of the shareholders of the Company through a resolution and no Related Party
shall vote on such resolutions whether the entity is a Related Party to the particular
transaction or not.



Omnibus approvals granted by shareholders for Material Related Party Transactions in an
annual general meeting shall be valid till the date of the next annual general meeting held
within the timelines prescribed under the Companies Act and Rules. In case of omnibus
approvals for Material Related Party Transactions granted by shareholders in general
meetings other than the annual general meeting, the validity of such omnibus approvals shall
not exceed one year from the date of such approval.

Further, the requirement of prior approval of the shareholders of the Company would not be
applicable in respect of a resolution plan approved under Section 31 of the Insolvency and
Bankruptcy Code, 2016 subject to the event being disclosed to the recognised stock exchanges
within one day of the resolution plan being approved.

In case of Material Related Party Transactions and subsequent material modification under
SEBI Listing Regulations, the recommendation of the Board of Directors, along with the
rationale on each of the specific items, will be required to be provided in the statement to be
annexed to the notice as referred to-in sub-section (1) of section 102 of the Companies Act,
2013.

4.3. Review and approval of Related Party Transactions

Each Related Party Transaction and subsequent Material Modifications shall require prior
approval of the Audit Committee and/ or the Board and/ or shareholders of the Company,
as the case may be, as required under and subject to the Companies Act and the SEBI Listing
Regulations, and as described hereunder. The information in respect of proposed Related
Party Transaction(s) along with complete details including name of the parties and details
explaining the nature of relationship, nature and amount of the transaction, period of contract
and particulars of the contract or arrangement, material terms of the transaction, manner of
determining the pricing to ascertain whether the same is on an arm’s length basis, business
rationale for entering into such transaction, and any other relevant information shall be
placed before the Audit Committee or the Board or shareholders of the Company, as the
case may be.

Approval by Audit Committee

4.3.1.  All Related Party Transactions shall require prior approval of the Audit Committee.
It is clarified that any Material Modification of an existing Related Party Transaction
shall also require prior approval of the Audit Committee. Only those members of the
Audit Committee, who are independent directors, shall approve Related Party
Transactions.

4.3.2. A Related Party Transaction above rupees 1 (one) crore, whether entered into
individually or taken together with previous transactions during a financial year, to
which a subsidiary of the Company is a party but the Company is not a party, shall
require prior approval of the Audit Committee if the value of such transaction
exceeds the lower of (i} 10 (ten) per cent of the annual standalone turnover of the
subsidiary, or, (ii) the threshold for Material Related Party Transactions as specified
in Schedule I of this Policy.

4.3.3. A Related Party Transaction above rupees 1 (one) crore, whether entered into
individually or taken together with previous transactions during a financial year, to
which a subsidiary of the Company is a party but the Company is not a party and



such subsidiary does not have audited financial statements for a period of at least 1
(one) year, prior approval of the Audit Committee shall be obtained if the value of
such transaction exceeds the lower of (i) 10 (ten) percent of the aggregate value of
paid-up share capital and securities premium account of the subsidiary (taken as on
a date, not older than three months prior to the date of seeking approval of the Audit
Committee), or, (ii) the threshold for Material Related Party Transactions as
specified in Schedule I of this Policy.

Above prior approval of the Audit Committee of the Company shall not be required
in the following cases: -

a.

where the subsidiary of the Compahy is a listed entity and Regulations 23 and
15(2) of the SEBI Listing Regulations are applicable to such listed subsidiary;

Explanation: For Related ,Pafty Transactions of unlisted subsidiaries of a listed
subsidiary as referred to above, the prior approval of the audit committee of the listed
subsidiary shall suffice

for the remuneration and sitting fees paid by the Company or its subsidiary to
its directors, key managerial personnel or senior management, except directors,
key managerial personnel or senior management who are promoters or part of
the promoter group, shall not require approval of the Audit Committee provided
that the same is not a Material Related Party Transaction.

4.3.4. The Audit Committee may grant omnibus approval to one or more proposed Related
Party Transactions to be entered into by the Company or its subsidiary(ies).

* Such omnibus approval shall be subject to the following conditions:

a.

The proposed Related Party Transaction(s) is/are repetitive in nature and the
Audit Committee shall satisfy itself about the need for such 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, nature
of transaction, period of transaction, maximum amount of transactions that shall
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 a Related Party Transaction cannot be foreseen
and aforesaid details are not available, the Audit Committee may grant omnibus
approval for such transactions subject to the transaction value not exceeding
rupees 1 (one) crore per transaction.

The Audit Committee shall review, at least on a quarterly basis, the details of
the Related Party Transactions entered into by the Company or its subsidiary,
pursuant to each of the omnibus approvals given;

Such omnibus approvals shall be valid for a period not exceeding 1 (one) year
and shall require fresh approvals after the expiry of one year.

Omnibus approval shall not be granted by the Audit Committee for the
following:



i. Related Party Transaction(s) in respect of selling or disposing off the
undertaking of the Company; and

ii. Related Party Transaction(s) with respect to brand usage or royalty
payments.

iii. Transactions which are not in ordinary course of business or not at arm’s
length

iv. Any other transaction which the Audit Committee may not deem fit for
omnibus approval; .

v.  Such other transactions specified under applicable law from time to time.

4.3.5. While assessing the proposal, the Audit Committee may seek such information/
supporting documents or get clarifications, as it may consider necessary.

4.3.6. Indetermining whethertoapprove a Related Party Transaction, the Audit Committee .
will consider the following factors, among others, to the extent relevant to the
Related Party Transaction:

a.

Whether the terms of the Related Party Transaction are fair and on arm’s length
basis to the Company and would apply on the same basis if the transaction did
not involve a Related Party;

Whether there are any compelling business reasons/rationale for the Company

to enter into the Related Party Transaction and the nature of alternative
transactions, if any;

Whether the Related Party Transaction would affect the independence of an
independent director;

Whether the proposed transaction includes any potential reputational risk issues
that may arise as a result of or in connection with the proposed transaction;

Whether the Company was notified about the Related Party Transaction before
its commencement and if not, why pre-approval was not sought and whether
subsequent ratification is allowed and would be detrimental to the Company;
and

Whether the Related Party Transaction would present an improper conflict of
interest for any Director or Key Managerial Personnel of the Company, taking
into account the size of the transaction, the overall financial position of the
Director, Key Managerial Personnel or other Related Party, the direct or indirect
nature of the Director’s, Key Managerial Personnel’s or other Related Party’s
interest in the transaction and the ongoing nature of any proposed relationship
and any other factors the Board/ Audit Committee deems relevant.

4.3.7. 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: (a) 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 1 (one) crore, and (b) the transaction is not a Material Related



4.3.8.

4.3.9.

4.3.10.

Party Transaction. The rationale for inability to seek prior approval for the
transaction shall be placed before the Audit Committee at the time of seeking
ratification. The details of ratification shall be disclosed along with the disclosures
of related party transactions in terms of the provisions of sub-regulation (9) of
regulation 29. 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

The above requirements for seeking Audit Committee approval shall not be
applicable to transactions between the Company and its wholly owned subsidiary/ies
or between two wholly owned subsidiaries of the Company, whose accounts are
consolidated with the Company and placed before the shareholders at the general
meeting for approval.

Approval by Board of Directors

A contract, arrangement or transaction, between a related party (as defined under the
Companies Act) and the Company, as specified under Section 188(1) of the
Companies Act, which is either ‘not on an arm’s length basis’ or ‘not in the ordinary
course of business’ (“Specified RPT”), shall require approval of the Board as per
the provisions of Section 188(1) of the Companies Act and the applicable provisions
of the Rules.

[In addition to the above, the following transactions with Related Parties shall also
be placed before the Board for its approval:

i. Transactions which may be in the ordinary course of business and at arm’s
length basis, but which are as per this 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;

il. 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;

iii. Transactions which are in the ordinary course of business and at arm’s length
basis, but which as per Audit Committee, require Board approval;

iv. Transactions exceeding the materiality thresholds laid down in Schedule I of
this Policy and any subsequent Material Modification to a Material Related
Party Transaction, which are intended to be placed before the shareholders
for approval.] [CAM Note: Company to confirm.]

In the event the Audit Committee presents a Related Party Transaction
before the Board, or if the Board suo-moto elects to review / approve any
Related Party Transaction or if a Related Party Transaction is required to be
approved by the Board in pursuance of the Companies Act, Rules or SEBI
Listing Regulations, the process set forth in this Clause 4 shall apply
mutatis-mutandis for approval of such Related Party Transaction by the
Board, subject to such exceptions as may be necessary or appropriate under
the circumstances.



4.3.11. Any Board Member having a potential interest in the proposed Related Party
Transaction will recuse himself / herself and abstain from discussion and voting on
the proposal for approval of the said transaction.

Shareholders of the Company

4.3.12, Further to Para 4.2 of the Policy, subject to the provisions of the Companies Act and
Rules, the following Specified RPTs shall require approval of the shareholders of the
Company by a resolution:

a.

Sale, purchase or supply of any goods or materials, directly or through
appointment of agent, amounting to- 10 (ten) per cent or more of the turnover of
the Company, as mentioned in clause(a) and clause (e) respectively of sub-
section (1) of Section 188 of'the Companies Act;

Selling or otherwise disposing of or buying property of any kind, directly or
through appointment of agent, amounting to 10 (ten) per cent or more of net
worth of the Company, as mentioned in clause (b) and clause (e) respectively of
sub-section (1).of Section 188 of the Companies Act;

Leasing of property of any kind amounting to 10 (ten) per cent or more of the
turnover of the Company, as mentioned in clause (c) of sub-section (1) of
Section 188 of the Companies Act;

Availing or rendering of any services, directly or through appointment of agent,
amounting to 10 (ten) per cent or more of the turnover of the Company, as
mentioned in clause (d) and clause (e) respectively of sub-section (1) of Section
188 of the Companies Act;

Appointment to any office or place of profit in the Company, its subsidiary
company or associate company at a monthly remuneration exceeding Rs.
2,50,000 (Rupees two lakh fifty thousand only) as mentioned in clause (f) of
sub-section (1) of Section 188 of the Companies Act; or

Contract or arrangement in respect of remuneration for underwriting the
subscription of any securities or derivatives thereof, of the Company exceeding
1 (one) per cent of the net worth of the Company as mentioned in clause (g) of
sub-section (1) of Section 188 of the Companies Act;

Provided that the requirement of passing the shareholders’ resolution as mentioned
above shall not be applicable for transactions entered into between the Company and
its wholly-owned subsidiary whose accounts are consolidated with the Company and
placed before the shareholders at the general meeting for approval.

4.3.13. No Related Party shall vote to approve such resolutions, whether the entity is a
Related Party to the particular transaction or not.

4.3.14.

The requirements for shareholders’ approval as referred to in paragraph 4.3.12 above
would not be applicable in respect of a resolution plan approved under section 31 of
the Insolvency and Bankruptcy Code, 2016 subject to the event being disclosed to
the recognized stock exchanges within one day of the resolution plan being
approved.



4.3.15. Further, the provisions of Regulations 23(2), 23(3) and 23(4) of the SEBI Listing
Regulations shall not apply to transaction(s) between the Company and its wholly-owned
subsidiary/ies or, two wholly owned subsidiaries of the Company, whose accounts are
consolidated with the Company and placed before the shareholders of the Company at the
general meeting for approval.

Related Party Transactions not approved under the Policy

In case the Audit Committee becomes aware of any Reélated Party Transaction that has not been
approved as per the Policy, the matter shall be reviewed by the Audit Committee. The Audit
Committee shall consider all 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 said Related Party Transaction. The Audit Committee may examine
the facts and circumstances of the case and take such action as it may deem appropriate.

Disclosure of Related Party TranSaictions

The particulars of Related Party Transactions shall be disclosed in such manner as may be
prescribed under the Companies Act, Rules, SEBI Listing Regulations and other applicable laws.

Every contract or arrangemént, which is required to be approved by the Board/shareholders under
this Policy, shall be referred to in the Board’s report to the shareholders along with the justification
for entering into such contract or arrangement.

The Company"'shall disclose this Policy on dealing with Related Party Transactions on its
website(www.sbimf.com) and a web link thereto shall be provided in the annual report of the
Company.

The particulars of Related Party Transactions shall be entered in the register(s) maintained under
the Companies Act, wherever applicable.

The Company shall make such disclosures every six months on the date of publication of its
standalone and consolidated financial results for the half year, of related party transactions, if any,
to the stock exchanges on a consolidated basis and in accordance with the timelines, as specified
by SEBI / Stock Exchange(s) from time to time. and publish the same on its website. Provided
however that the remuneration and sitting fees paid by the Company or its subsidiary to its
Director, Key Managerial Personnel or senior management, except who is part of promoter or
promoter group, shall not require disclosure provided that the same is not a Material Related Party
Transaction.

Amendment and Review

Subject to applicable laws, the Board may amend, suspend or rescind this Policy at any time. Any
issues pertaining to the Policy shall be resolved by the Board in line with the broad intent of the
Policy. The Board may also establish further rules and procedures, from time to time, to give effect
to the intent of this Policy.

In the event of any conflict between the provisions of this Policy and any applicable laws, such
applicable laws in force, shall prevail over this Policy.



SCHEDULE I

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 Company Threshold
Threshold
D Up to 320,000 crore 10% of the annual consolidated turnover of the
Company
(I)  More than %20,000 crore to up to | 22,000 crore + 5% of the annual consolidated
240,000 crore "turnover of the Company above 220,000 crore
(II)  More than 40,000 crore K Z3,000 crore + 2.5% of the annual consolidated

turnover of the Company above 340,000 crore or
25,000 crore, whichever is lower.

Explanation: For the purpose of computing the thresholds stated above, the annual consolidated
turnover of the Company shall be determined based on the last audited financial statements of the

Company.

Hlustration 1. For (II) above

If the annual consolidated turnover of the | 22,000 crore + 5% of the remaining 10,000
Company is 230,000 crore crore = 32,500 crore. '

Ilustration 2. For (I1I) above

If the annual consolidated turnover of the | 3,000 crore + 2.5% of the remaining 10,000
Company is 350,000 crore crore = 3,250 crore.

INustration 3. For (III) above

If the annual consolidated turnover of the | Z3,000 crore + 2.5% of the remaining 31,10,000
Company is 1,50,000 crore crore = 35,750 crore.

However, threshold for material related party
transaction would be 5,000 crore as it is lower
than ¥5,750 crore.







