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'Related Party Transactions’
('RPTs') is one of the very crucial
provisions of the Companies Act, 2013,
which has affected all companies and
their transactions with related parties
since the implementation of the
Companies Act, 2013. Section 188 of
the Companies Act, 2013 relates to the
RPTs. Under the Companies Act, 1956,
the corresponding provisions (though
not directly) were Section 297 (referring
to the 'Board's sanction to be required
for certain contracts in which particular
directors are interested') and Section
314 (referring to 'Director, etc. not to
hold office or place of profit’). Section
188 of the Companies Act, 2013 is an
extension of Section 297 and 314 of
Companies Act, 1956, wherein the
nature of transactions, number of
parties, compliance and disclosure

requirements have been significantly
increased.

The authors assist the readers in
understanding the basics of RPTs,
related parties, arms' length transaction,
complexities involved in compliance
and reporting, etc.

Synopsis: 'Related Party Transactions’
('RPTs') is one of the very crucial
provisions of the Companies Act, 2013,
which has affected all the companies
and their transactions with related
parties since the implementation of the
Companies Act, 2013. Section 188 of
Companies Act, 2013 refers to the
RPTs. The authors assist the readers in
understanding the basics of RPTs,
related parties, arms' length transaction,
complexities involved in compliance,

reporting, etc.

BASIC INGREDIENTS FOR A
TRANSACTION TO QUALIFY AS an
“RPEFT™;

In accordance with provisions of
Section 188(1) of the Companies Act,
2013, the company is required to obtain
the consent of the Board of Directors at
a board meeting, subject to certain
prescribed conditions, for entering into
contract or arrangement with a related
party. Therefore, the essential
ingredients of RPTs are

1. Companyis a 'transacting party’,

2. Transacting party enters into
contract or arrangement with
prescribed 'related parties’,

3. Such a contract or arrangement is
for ‘prescribed transactions'.
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