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CACS UPDATES
OMNIBUS APPROVAL FOR RELATED PARTY TRANSACTIONS FROM
AUDIT COMMITTEE
Source:
MCA has inserted Rule 6A by way introducing the Companies (Meetings of
Board and its Powers) Second Amendment Rules, 2015 vide its Notification No.
G.S.R. ____(E) dated 14th December, 2015.
Effectiveness:
The notification shall come into force on the date of their publication in the
Official Gazette.
Amendment:
I. Insertion of Rule 6A.
Omnibus approval for related party transactions on annual basis:
•

All related party transactions shall require approval of the Audit Committee.

•

Audit committee may make omnibus approval for related party transactions
proposed to be entered by the Company subject to the below mentioned
conditions:

1. After obtaining approval of the Board, the Audit Committee shall specify criteria
for making the omnibus approval which shall include following:
a. Maximum value of the transactions, in aggregate, which can be allowed
under the omnibus route in a year.
b. Maximum value per transaction which can be allowed
c. Extend and manner of disclosure to be made to audit committee at the time
of seeking omnibus approval
d. Review of the related party transactions entered by the company with
regard to the omnibus approvals made by audit committee
e. Transaction which cannot be subject to the omnibus approval by the Audit
Committee
2. While specifying the above criteria for omnibus approval, the Audit Committee
shall consider the following factors:
a. Repetitiveness of the transactions (in past or in future)
b. Justification for the need of omnibus approval
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3. Audit Committee shall satisfy itself on the need for omnibus approval for the
transactions of repetitive nature and that such approval is in the interest of the
company.

4. Omnibus approval shall contain or indicate the following:
a. name of related parties;
b. nature and duration of the transaction;
c. maximum amount of transaction that can be entered into;
d. the indicative basic price or current contracted price and formula for
variation in the price, if any; and
e. any other information relevant or important for audit committee to take a
decision on proposed transaction

5. In cases where the need for the related party transactions cannot be foreseen
and the above mentioned details are not available, the audit committee may
make omnibus approval for such transactions subject to their value not
exceeding rupees one crore per transaction

6. Omnibus approval shall be valid for a period not exceeding one financial year
and fresh approval is required after the expiry of such financial year.

7. Omnibus approval shall not be made for transactions in respect of selling
or disposing of the undertaking of the company.
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DISCLAIMER
CACS Bulletin is not intended as a source of advertising or solicitation and the contents of the same should not be
construed as professional / legal advice. Readers should take specific advice from a qualified professional when dealing
with specific situations and should not consider this as an invitation for a professional-client relationship. Without the
prior permission of Chandrasekaran Associates, Company Secretaries, the CACS Bulletin or content thereof or reference
to it should not be made in any documentation or correspondences. We make no warranty of any kind with respect to the
subject matter included herein or the completeness or accuracy of this issue of CACS Bulletin. The firm and the partners
are not responsible for any actions (or lack thereof) taken as a result of relying on or in any way using information
contained in this issue of CACS Bulletin and in no event shall be liable for any damage or loss resulting from reliance on
or use of this information. Without limiting the above the firm and the partners shall each have no responsibility for any
act, error or omission, whether such acts, errors or omissions result from negligence, accident or any other cause.

