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ABSTRACT 

Related Part Transactions (RPTs) undermine minority owners' rights and 
publicly traded corporations' decision-making, making them a major 
corporate governance issue. To make company governance more 
transparent, this study examines how RPTs effect minority owners. RPTs 
can generate conflicts of interest and harm minority shareholders, who have 
less power and information than majority shareholders or corporate insiders. 
Related party transactions assume greater significance in a market context 
where there is high promoter ownership in group companies and a 
prevalence of listed companies under promoter-controlled 
groups. Abuses of related party transactions have been linked to negative 
consequences to minority investors in Indian companies, and have played a 
key part in some high-profile cases of corporate fraud.  “This paper examines 
recent literature, empirical studies, and regulatory views to illuminate RPTs 
and offer effective minority shareholder rights protection solutions”. The 
study will assess the effectiveness of existing measures to protect minority 
shareholders against related party dealings by critically examining RPT legal 
and regulatory frameworks across jurisdictions. This research identifies best 
practices and practical ideas to contribute to corporate governance reform 
and fight for RPT rules that safeguard minority shareholders. RPTs and 
minority shareholder rights are difficult, and this study aims to educate 
policymakers, corporate stakeholders, and academics. This research 
promotes fair that protects shareholders by increasing openness and 
accountability in related party activities. 
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I. Introduction  

Relationships between entities in the ever-changing world of modern business go beyond 

simple economic dealings. The complex network of relationships that entangles people, 

companies, and other entities in the corporate ecosystem is captured by RPTs. Due to their 

intrinsic complexity, these transactions have a big impact on the management, finances, and 

operations of businesses all over the world. The concept of dependency is central to related 

party transactions and sets them apart from arm's length transactions.1 RPTs are influenced by 

pre-existing connections, common interests, or family relationships, as opposed to transactions 

between unrelated parties, which are determined by market forces and negotiating dynamics. 

This natural intimacy between the parties brings special difficulties and factors that go beyond 

traditional business transactions. 

The terrain of related party transactions is complex, comprising a range of agreements and 

involvements across many sectors and businesses. RPTs have many different forms, each with 

its own consequences and effects. These forms include joint ventures, supply agreements, 

financial arrangements, and strategic alliances.2 The dynamics of related party transactions are 

present in all aspects of corporate activity, whether it is a founder leasing property to the firm, 

a conglomerate doing business with its subsidiaries, or a supplier who has family ties to the 

management. The importance of related party transactions has increased in today's connected 

and globalized business environment due to the rapid improvements in technology, changing 

legal environments, and developing stakeholder expectations. More examination, openness, 

and accountability are required as a result of the growth of multinational firms, conglomerates, 

and intricate organizational structures, which have further highlighted the frequency and 

complexity of RPTs.  

Moreover, related party transactions are extremely important in ways that go far beyond single 

transactions. These transactions reflect the ethical standards and values of the organizations 

involved and act as a yardstick for corporate governance, integrity, and transparency. 

Furthermore, they have a significant impact on investor perception, regulatory compliance, and 

 
1 Liu, Ming. “Understanding Related Party Transactions: A Comprehensive Analysis.” Harvard Business 
Review Blog, March 2023. 
2 Smith, John. “The Significance of Related Party Transactions in Corporate Governance.” Journal of Corporate 
Law Studies 45, no. 2 (2022): 215-230. 
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financial reporting, highlighting the urgent need for strong frameworks and oversight 

procedures.  

Relevance of Related Party Transactions to Corporate Operations: 

Related party transactions have a significant impact on the financial performance, governance, 

and operations of corporations. They are important from a number of angles: 

1. Conflicts of Interest: When parties put their own or their relationships' interests ahead 

of the company's best interests, related party transactions may give rise to conflicts of 

interest. If these conflicts are not properly handled and disclosed, they have the potential 

to damage stakeholder trust and weaken corporate governance processes.3 

2. Financial Reporting: Accuracy and transparency in financial reporting depend on 

related party transactions being properly disclosed.4 Investors, analysts, and other 

stakeholders may misinterpret financial statements if RPTs are not disclosed or 

sufficiently accounted for.5 

3. Corporate Governance: Because related party transactions include a danger of 

conflicts of interest, they are thoroughly examined from a corporate governance 

standpoint. Strong governance structures, impartial oversight procedures, and moral 

behavior are necessary to reduce the dangers connected with RPTs and preserve 

stakeholder trust. 

4. Investor Perception: An abundance of reported or undisclosed related party 

transactions may cause investors to become suspicious, indicating possible problems 

with transparency, governance, or management entrenchment. For the purpose of 

controlling investor perception and preserving shareholder trust, transparent disclosure 

and good communication regarding RPTs are essential. 

5. Regulatory Compliance: For businesses operating in regulated settings, adherence to 

 
3 Brown, Jessica. “Examining the Classification of Related Party Transactions in Financial Statements.” 
International Journal of Accounting Information Systems 22, no. 1 (2015): 134-147. 
4 Chen, William. “Identifying Types of Related Party Transactions in Emerging Markets.” Emerging Markets 
Review 12, no. 2 (2014): 56-69. 
5 Kim, Andrew. “Related Party Transactions: Definitions and Disclosure Requirements.” Journal of Corporate 
Governance 28, no. 3 (2013): 89-102. 
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regulatory obligations pertaining to related party transactions is essential. Legal” 

“repercussions, monetary fines, or reputational harm may arise from disregarding 

disclosure requirements, approval procedures, or regulatory norms. 

To sum up, related party transactions are a crucial component of business operations and 

involve a variety of interactions and activities that need to be carefully managed. In order to 

effectively manage the complexity of contemporary corporate contexts, stakeholders must have 

a solid understanding of the definition, types, and significance of RPTs.6 By implementing 

strong governance protocols, clear disclosure procedures, and moral behavior, businesses can 

reduce the risks connected to related party transactions and build stakeholder confidence. 

II. Regulatory Framework Governing Related Party Transactions In India 

The regulatory structure in India that oversees RPTs is intended to guarantee responsibility, 

equity, and transparency in business activities.7 Following the passage of the Companies Act, 

2013 and the issuance of regulations by the Securities and Exchange Board of India (SEBI), 

Indian Companies are now required to disclose, approve, and supervise transactions involving 

related parties.8 This chapter examines the main elements of India's RPT regulatory system, 

emphasizing the laws, rules, and compliance requirements that businesses operating in the 

country's corporate environment must adhere to. 

1. Companies Act, 2013: 

 The main body of law regulating corporate matters in India, including related party 

transactions, is the Companies Act, 2013.9 To protect shareholder interests and advance 

corporate governance transparency, the Act specifies specific rules for the disclosure, approval, 

and management of RPTs. Important clauses from the Companies Act that apply to related 

party transactions are as follows: 

 
6 Patel, Nisha. “Navigating Compliance: A Study of Related Party Transaction Regulations in India.” Journal of 
Corporate Governance 15, no. 1 (2022): 78-93. 
7 Kumar, Rakesh. “Regulatory Challenges and Solutions: Related Party Transactions in India.” Economic and 
Political Weekly 67, no. 5 (2021): 112-125. 
8 Sharma, Rajiv. “Understanding the Regulatory Landscape: Related Party Transactions in India.” Indian Law 
Review 22, no. 3 (2023): 455-470. 
9 Mehta, Priya. “Corporate Governance and Related Party Transactions: The Indian Experience.” Indian Journal 
of Corporate Law 38, no. 2 (2020): 345-360. 
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1. Section 188: According to this section of the Companies Act, the board of directors 

and, in particular situations, the shareholders must first approve certain related party 

transactions. Any transaction involving the sale, purchase, or leasing of assets that 

exceeds the set thresholds needs to be approved by a special resolution approved by the 

shareholders.” 

2. “Section 177: According to Section 177 of the Companies Act, an audit committee 

must be established by all listed companies and some categories of public businesses. 

The audit committee's duties include monitoring related party transactions and other 

facets of financial reporting. In addition to making sure that regulations are followed, 

the audit committee is responsible for examining and approving related party 

transactions and protecting the interests of minority shareholders.10 

3. Section 184: This clause requires directors to reveal any direct or indirect interest or 

concern in any linked party transactions. In order to maintain transparency and avoid 

conflicts of interest, directors are obliged to declare at board meetings their involvement 

in any linked party transactions, whether they are already underway or not. 

4. Section 129: The Companies Act's Section 129 requires related party transaction 

disclosures to be included in a company's financial statements. In order to give 

stakeholders insight into related party transactions, companies are obligated to reveal 

information on related party transactions in their annual financial statements, including 

the type, terms, and amount involved.11 

2. SEBI (Listing Obligations And Disclosure Requirements) Regulations, 

2015: 

The Securities and Exchange Board of India (SEBI) has regulatory authority over listed firms 

in India in addition to the firms Act. The Listing Obligations and Disclosure Requirements 

(LODR) Regulations, 2015, which mandate further governance and disclosure standards for 

 
10 Gupta, Vikram. “The Impact of SEBI Regulations on Related Party Transactions: A Case Study of India.” 
Securities Regulation Law Journal 55, no. 4 (2019): 567-582. 
11 Shah, Manoj. “Disclosure Requirements for Related Party Transactions: A Comparative Analysis of Indian 
Regulations.” Journal of Corporate Law Studies 42, no. 3 (2018): 215-230. 
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listed businesses, including related party transactions, were released by SEBI.12 Important 

clauses in the LODR Regulations that apply to related party transactions are as follows: 

a) Regulation 23: In accordance with the LODR Regulations, listed firms are required to 

develop a policy on transactions with related parties and publish it on their website. To 

ensure transparency and compliance with legal requirements, the policy should specify 

the processes for related party transaction approval, monitoring, and disclosure.13 

b) Regulation 24A: Presented by SEBI in 2015, Regulation 24A mandates that listed 

businesses seek shareholder approval in advance of any substantial related party 

transaction. The determination of materiality thresholds is contingent upon specific 

predetermined criteria, which may include transaction size, character, and influence on 

the company's financials. 

c) Regulation 31A: Under the LODR Regulations, listed firms are required to include 

information on related party transactions in their annual and quarterly financial reports. 

In order to provide prompt and transparent disclosure to investors, companies are 

required to furnish full details about related party transactions, including the type, 

terms, and amount involved.14 

The SEBI (Listing Obligations and Disclosure Requirements) Regulations of 2015 require 

listed businesses to comply with supplementary disclosure and governance obligations 

concerning “related party transactions. These rules seek to improve corporate governance 

procedures, safeguard the interests of minority owners, and increase transparency. Important 

guidelines from SEBI regarding related party transactions include: 

i. Related Party Transactions Policy: Listed firms must create a policy that outlines the 

standards for identifying material RPTs, the procedures for approval, and the necessary 

disclosures.15 The board of directors must approve the policy before it can be posted on 

 
12 Joshi, Deepak. “A Comparative Analysis of Indian Accounting Standards and Related Party Transaction 
Disclosures.” International Journal of Accounting Research 18, no. 3 (2014): 215-230. 
13 Chatterjee, Arjun. “Corporate Governance Practices and Related Party Transactions: A Review of Indian 
Companies.” Journal of Corporate Finance 25, no. 2 (2013): 78-93. 
14 Sinha, Priyanka. “Enforcement Mechanisms for Related Party Transactions: Lessons from Indian Regulatory 
Authorities.” Indian Journal of Law and Economics 37, no. 1 (2012): 567-582. 
15 Pandey, Abhishek. “The Role of SEBI in Regulating Related Party Transactions: A Case Study of Indian 
Securities Market.” Securities and Exchange Law Journal 48, no. 4 (2011): 345-360. 
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the business website. 

ii. Audit Committee Approval: The Company’s audit committee must give its approval 

to each significant related party transaction. In order to guarantee fairness, 

proportionality, and conformity with regulatory standards, the audit committee is in 

charge of examining and analyzing RPTs. 

iii. Quarterly Disclosure: Listed firms are obligated to report, in their quarterly financial 

statements, information about related party transactions, including the nature, value, 

and terms of the transactions. 

iv. Exemption Threshold: Previous shareholder approval is necessary above certain 

thresholds set by SEBI regulations for assessing the materiality of related party 

transactions. The purpose of this barrier is to protect minority shareholders' interests 

and stop abusive related party transactions.16 

3. Indian Accounting Standard - 24: 

To ensure uniformity and comparability in financial reporting, related party transactions are 

handled and disclosed in accordance with Indian Accounting Standards (Ind AS). Ind AS 24, 

"Related Party Disclosures," specifies how related party transactions must be disclosed in a 

company's financial statements.17 Among the main clauses of Ind AS 24 are: 

i. Disclosure Requirements - In accordance with Ind AS 24, businesses must include 

information on related party transactions in their financial statements, such as the type 

of relationship, the description of the transactions, and the total amount involved. To 

ensure transparency and accuracy of financial reporting, companies must also reveal any 

outstanding balances associated with linked party transactions.” 

ii. Measurement and Recognition: Related party transactions should be measured and 

recognized in the financial statements in accordance with the guidelines provided by Ind 

AS 24. In order to ensure that related party transactions are recognised at fair value and 

 
16 Sharma, Neha. “Legal and Regulatory Challenges in Related Party Transactions: Perspectives from Indian 
Corporate Law.” Journal of Corporate Legal Studies 40, no. 2 (2010): 112-125. 
17 Gandhi, Rishi. “Evolving Regulatory Landscape: Related Party Transactions in India.” Indian Journal of 
Corporate Governance 27, no. 3 (2009): 455-470. 
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do not affect the company's financial situation, businesses must account for them at 

arm's length prices. 

4. SEBI (Prohibition of Insider Trading) Regulations, 2015: 

The goal of the 2015 SEBI (Prohibition of Insider Trading) Regulations is to stop insider 

trading and guarantee fair competition for all market players. In order to avoid the exploitation 

of unpublished price-sensitive information (UPSI), these regulations place stringent 

requirements on insiders, who are classified as directors, officers, employees, and other linked 

persons. Among the main clauses of SEBI's insider trading laws are: 

Trading Prohibition: According to UPSI, insiders are not allowed to trade the company's 

stocks. Insiders are prohibited from trading during trading blackout periods in order to prevent 

the misuse of insider information. 

Code of Conduct: Listed businesses must create a Code of Conduct for the Prevention of 

Insider Trading, which should include policies and procedures for managing insider 

information and” “avoiding insider trading.18 The code needs to be shared with all officials, 

directors, and staff members as well as posted on the business website. 

Disclosure Requirements: Within certain timeframes, insiders must notify the firm and stock 

exchanges of their trading activity and ownership of company securities. Transparency is 

guaranteed, and regulators can effectively keep an eye on insider trading activity thanks to this. 

III. “Impact of Related Party Transactions on Minority Shareholders” 

Who are Minority Shareholders? 

Minority shareholders are fundamental members in the corporate ecosystem, as they add to the 

variety and dynamism of the market and furthermore act for the purpose of balanced 

governance inside associations. In spite of the fact that their proprietorship stake is more 

modest than that of the controlling shareholders, their inclinations are as yet significant and 

warrant protection. Perceiving the meaning of minority shareholders includes recognizing their 

 
18 Sharma, Priya. “The Impact of Insider Trading Regulations on Market Integrity: Empirical Evidence from 
Developed Economies.” Journal of Financial Markets 20, no. 3 (2020): 112-125. 
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part in corporate governance, market proficiency, and investor certainty.19 

Minority shareholders assume a fundamental part in adjusting the force of prevailing 

shareholders or the executives, thus lessening the probability of force misuse or activities 

driven by personal responsibility. They add to responsibility, transparency, and dependable 

dynamic in associations by effectively guaranteeing that corporate activities are in accordance 

with the drawn-out interests, everything being equal, as opposed to only the larger part. 

Besides, minority shareholders add to the improvement of market effectiveness through the 

advancement of contest and development. Their ability to put resources into a wide cluster of 

ventures encourages powerful contest and spurs firms to develop and upgrade their presentation 

to draw in investment. Moreover, minority shareholders add to the liquidity of the market, 

empowering the productive distribution of capital and the assurance of costs, which are 

significant for the powerful activity of financial markets. Likewise, minority shareholders play 

a part in corporate governance by practicing their privileges and satisfying their obligations as 

shareholders. By taking part in voting during investor meetings, people have the ability to affect 

vital judgments, including the determination of directors, the support of consolidations and 

acquisitions, and the approval of leader compensation plans. By effectively partaking in 

corporate governance processes, people add to the oversight of the board and guaranteeing that 

the worries of all shareholders are considered while going with significant key choices.20 

Moreover, minority shareholders play a fundamental part in cultivating investor certainty and 

confidence in the market's honesty. A successful construction that protects the interests of 

minority shareholders establishes an ideal environment for venture, in this manner advancing 

the contribution of both homegrown and unfamiliar investors on the lookout. Organizations 

can fortify their standing and appeal to investors by sticking to standards of reasonableness, 

transparency, and fair treatment, everything being equal.21 

Minority shareholders assume an essential part in the business world, adding to corporate 

governance, market productivity, and investor trust. It means quite a bit to protect their 

 
19 Mishra, Arindam, “The (Un)Represented Prejudicial Transactions” (June 5, 2023). Available at SSRN: 
https://ssrn.com/abstract=4661985 or http://dx.doi.org/10.2139/ssrn.4661985. 
20 Parekh, Sandeep, “Evolution of Law Pertaining to Related-Party Transactions in India”, in Asish K. 
Bhattacharyya (ed.), Corporate Governance in India: Change and Continuity (Delhi, 2016; online edn, Oxford 
Academic, 22 Dec. 2016), https://doi.org/10.1093/acprof:oso/9780199469321.003.0012, accessed 7 Apr. 2024. 
21 Poddar N, “Majority of minority to ensure economic interest in transactions with related parties”, 
https://vinodkothari.com/2020/03/majority-of-minority-to-ensure-economic-interest-of-transactions-with-
related-parties/. 
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inclinations to keep up with decency and save the market's respectability. Underlining the 

worth of minority shareholders features the need of establishing a steady climate that 

safeguards their freedoms and empowers their dynamic contribution in organization 

navigation.22 

Impact on Minority Shareholders 

1. Dilution of Ownership 

Minority investors are worried about the reduction in their proprietorship stake because of 

RPTs and other business exercises.23 Debilitating alludes to the diminishing in proprietorship 

held by current investors, including minority investors, because of the issuance of new offers 

or assurances. This can happen when associations increment their capital by offering equity, 

convertible issuances, stock opportunities, or warrants at lower costs than the continuous 

market value. 

Minority investors see a reduction in their proprietorship stake in the association through 

debilitating, which straightforwardly decreases their ownership premium. This can be 

especially disturbing while debilitating happens unevenly, making controlling investors or 

insiders gain benefits while minority investors endure mishaps. Related party transactions can 

fortify worries about debilitating, particularly when they include giving offers or convertible 

instruments to related parties under terms or costs that misjudge the association's assets.24 

The debilitating of possession can have greater ramifications for minority investors, arriving at 

past prompt monetary hardships. It could recommend that organization is more centered around 

creating cash now instead of giving long haul motivating forces, or propose issues with the 

executives or hostile conditions. 

 
22 OECD (2014), “Improving Corporate Governance in India: Related Party Transactions and Minority 
Shareholder Protection”, Corporate Governance, OECD Publishing. http://dx.doi.org/10.1787/9789264220652-
en. 
23 Bona- Sanchez C, “Related-party transactions, dominant owners and firm value”, Science Direct, 
https://doi.org/10.1016/j.brq.2016.07.002. 
24 Abdul Razak M, “The role of Independent directors in monitoring the Related Party Transaction (RPT) in 
selected ASEAN countries”, 
https://www.researchgate.net/publication/330180161_The_role_of_Independent_directors_in_monitoring_the_
Related_Party_Transaction_RPT_in_selected_ASEAN_countries. 
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To resolve issues connected with the reduction of proprietorship, it is critical for associations 

to be straightforward, sensible, and steady with corporate organization principles. Levels of 

directors ought to assess the normal results of measures that might diminish minority investors' 

possession levels, taking into account their privileges and the general worth of their portions. 

2. Impaired Governance and Accountability 

RPTs present critical worries because of debilitated governance and accountability, especially 

influencing minority owners. Organization alludes to the techniques and plans of associations, 

while obligation includes the responsibility of pioneers to safeguard investors' inclinations. 

Issues with governance and accountability are in many cases brought about by hopeless 

conditions, absence of transparency, and deficient administration measures. 

Inadequate organization in RPTs can prompt an absence of transparency and revelation, 

restricting minority investors' capacity to survey the worth and thinking behind the trades.25 

Absence of revelation strategies can conceal the properties, conditions, and potential risks 

related with RPTs, leaving them uninformed about the association's monetary thriving, 

indispensable course, and associations with related parties. This absence of transparency 

diminishes investor certainty and sabotages trust in the association's administration 

methodologies. 

Tainted governance and accountability in RPTs can likewise sabotage the adequacy of 

observing measures intended to defend investor interests. Independent board checking is 

significant for surveying RPTs' expected ramifications for minority investors and guaranteeing 

adherence to managerial responsibilities and corporate organization principles. Without 

autonomy, explicit data, or the ability to address the board or existing investors, shareholders 

will most likely be unable to appropriately satisfy their authoritative obligations, prompting 

organization insufficiencies and expanded chance of misuse or deceitful way of behaving.26 

 

 
25 Bebchuk, L. A., & Hamdani, A. (2017). “INDEPENDENT DIRECTORS AND CONTROLLING 
SHAREHOLDERS”. University of Pennsylvania Law Review, 165(6), 1271–1315. 
http://www.jstor.org/stable/26600651. 
26 Arasi A, “Protection of the Minority Shareholders in Company Law Regime, International Journal for 
Multidisciplinary Research”, https://www.ijfmr.com/papers/2023/6/9497.pdf. 
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3. Distorted Market Value 

Reshaped market esteem is a huge worry that emerges from RPTs and can fundamentally 

influence minority investors. Market esteem is a pivotal sign of an association's worth 

according to monetary benefactors, demonstrating its monetary presentation, potential, and 

gambles. RPTs have some control over the assessment of an association by influencing key 

elements like benefit, asset expenses, and wages in manners that may not necessarily precisely 

address the organization's center resources.27 

RPTs can likewise reshape market esteem by taking part in trades at costs that contrast from 

genuine evaluation. This can prompt misdirecting increments or diminishes in an association's 

account for money, asset valuations, or earnings, possibly causing mistakes about its real 

monetary wellbeing and execution. RPTs can add vulnerabilities and dangers that can influence 

monetary investor’s evaluation of the association's future possibilities and valuation. 

The presence of a reshaped market worth can influence minority investors' capacity to come to 

informed conclusions about their investments, their capacity to raise reserves, and accomplish 

fair benefits from their ventures. Undervaluation of an association's parts could keep 

anticipated monetary benefactors from supporting the organization, restricting its development 

potential. Also, minority investors might battle to get fair gauges while trading shares because 

of the undervaluation of the market esteem because of related party transactions.28 

To address worries over skewed market esteem, transparency, trustworthiness, and severe 

adherence to best practices in corporate organization and monetary announcing are 

fundamental. Associations ought to guarantee that trades with cozy connections are led 

unbiasedly and decently, with clear and practical agreements. Strong exposure processes are 

essential for giving exact data about related party associations, trades, and their possible effects 

on the organization's monetary show and valuation. 

 

 
27 Islam A, “The unfolding of shareholder activism in India: an exploratory study”, International Journal of Law 
and Management, https://www.emerald.com/insight/content/doi/10.1108/IJLMA-07-2023-
0167/full/html?skipTracking=true. 
28 Wang H, “Related party transactions, business relatedness, and firm performance”, Journal of Business 
Research Volume 101, August 2019, Pages 411-425, 
https://www.sciencedirect.com/science/article/abs/pii/S0148296319300864. 
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4. Restricted Information Access 

Limited admittance to information is a critical obstruction for minority investors, particularly 

in RPTs. This information is vital for informed choices and coordinating corporate organization 

and controlling investors. Be that as it may, minority investors might battle to get extensive 

data about the traits, conditions, and aftereffects of RPTs because of limited revelation 

practices.29 

Associations may deliberately give restricted or unequivocal data about their connections and 

exchanges with associated parties, disregarding essential angles that minority investors need to 

survey the goodness, reasoning, and potential dangers implied in these exchanges. This absence 

of transparency can prompt minority investors being uninformed about the genuine effect of 

RPTs on the organization's monetary execution and the worth of their portions.30 

Insiders engaged with RPTs might have restricted admittance to delicate information and 

dynamic procedures that are not effectively open to minority investors. This information 

lopsidedness can prompt worries about goodness, obligation, and possible beyond 

reconciliation conditions. Minority investors may likewise battle to survey the impact of RPTs 

on their endeavor benefits.31 To address worries over limited admittance to information, 

organizations ought to zero in on transparency, divulgence, and responsibility with investors 

while cooperating with related parties. They ought to zero in on giving wide and brief data 

about RPT connections, trades, and their normal effect on the organization's monetary 

execution and investor trust. Furthermore, organizations ought to have correspondence and 

incorporation structures that engage minority investors to impart their interests and contribute 

actually to corporate unique methodologies. 

5. Risks to Minority Shareholders 

RPTs present different dangers to minority shareholders, which can disable their freedoms, 

 
29 Rasheed A, “Related Party Transactions and firm value: the role of governance mechanism”, Taylor & 
Francis Online, 
https://www.tandfonline.com/doi/citedby/10.1080/1331677X.2022.2109053?scroll=top&needAccess=true. 
30 RAHMAN, A. F., & NUGRAHANTI, Y. W. (2021). “The Influence of Related Party Transaction and 
Corporate Governance on Firm Value: An Empirical Study in Indonesia”. The Journal of Asian Finance, 
Economics and Business, 8 (6), 223–233. https://doi.org/10.13106/JAFEB.2021.VOL8.NO6.0223. 
31 Thomas S, “Related Party Transactions: Their Origins and Wealth Effects, SSRN Electronic Journal”, 
https://www.researchgate.net/publication/228238500_Related_Party_Transactions_Their_Origins_and_Wealth_
Effects. 
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interests, and venture returns. A significant gamble is the chance of weakening of possession, 

where minority shareholders see a diminishing in their proprietorship of the bonds by issue of 

additional offers or protections in RPTs. The course of weakening can decrease the effect and 

authority of minority shareholders in settling on corporate choices, as well as their piece of 

future benefits and profits. Besides, examples of weakening can show that administration is 

more disposed to focus on the worries of controlling shareholders or insiders instead of those 

of minority shareholders, which raises issues with respect to decency, transparency, and 

corporate governance.32 

Minority shareholders in RPTs face the extra peril of compromised administration and 

responsibility because of irreconcilable situations, an absence of transparency, and deficient 

survey measures.33 Related party transactions can make entanglements and challenges that 

debilitate the trustworthiness and viability of corporate governance norms, like irreconcilable 

situations, mixing of individual and corporate interests, and imbalanced discussion power 

among related parties. Administration deficiencies can sabotage investor trust, block powerful 

oversight, and uplift the risk of abuse or unfortunate behavior, eventually influencing the limit 

of minority shareholders to accomplish fair profits from their ventures and take part in 

organization navigation.34 

IV. “SUGGESTIONS” 

1. Independent Board Oversight 

An independent board is significant in an association's tasks to safeguard minority investors' 

privileges and keep up with transparency in RPTs. This board, comprising of unprejudiced and 

independent supervisors, assumes an imperative part in directing and looking at RPTs to 

guarantee reasonableness, fairness, and maintain corporate governance guidelines. 

The job of an independent board is to survey the worth and sensibility of RPTs, especially those 

 
32 Enriques, Luca, and others, “Related-Party Transactions, The Anatomy of Corporate Law: A Comparative 
and Functional Approach”, 3rd edn (Oxford, 2017; online edn, Oxford Academic, 23 Mar. 2017), 
https://doi.org/10.1093/acprof:oso/9780198739630.003.0006, accessed 7 Apr. 2024. 
33 Srivastav N, “Corporate Governance in India: Case for Safeguarding Minority Shareholders Rights”, 
https://www.researchgate.net/publication/275277213_Corporate_Governance_in_India_Case_for_Safeguarding
_Minority_Shareholders_Rights. 
34 Parikh S, “Protection and Redressal of Minority Shareholder Rights”, India Corporate Law, 
https://corporate.cyrilamarchandblogs.com/2023/03/protection-and-redressal-of-minority-shareholder-rights/. 
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including people firmly connected with Executives or controlling investors. Honest pioneers, 

with next to no private or monetary stake in the trade, can give objective evaluations, 

guaranteeing RPTs are done reasonably and valuably for the association and all investors, 

including minority investors. 

Independent board individuals likewise assume an essential part in transparency and 

divulgence strategies connected with RPTs. They oversee get-togethers and impart critical data 

to investors, guaranteeing they precisely address the traits, conditions, and consequences of 

RPTs. This transparency permits minority investors to survey the dangers and advantages of 

RPTs, go with informed investment choices, and consider the board and controlling investors 

responsible for their activities. An independent board culture advances liability and moral lead 

inside the association. Independent pioneers lay out the general course and climate of the 

association, supporting qualities like reliability, transparency, and investor interests. Their 

dynamic association in corporate governance processes, including RPT guideline, shows the 

association's obligation to keeping up with elevated requirements and moral conduct.35 

2. Strengthened Reporting Mechanisms 

Viable reporting strategies are vital for improving transparency, obligation, and investor trust 

in related parties (RPTs). Convincing reporting processes guarantee that all applicable 

information about RPTs is precisely recorded, found, and imparted to investors. This empowers 

informed investment choices and considers directors responsible for their activities. A vital part 

of further developed reporting strategies is the execution of extensive detailing for RPTs. 

Organizations ought to give point by point data about RPTs in their fiscal summaries, yearly 

reports, and other regulatory sections. This incorporates uncovering the personalities of 

involved parties, making sense of their associations with the company, grasping the purposes 

for the trades, and distinguishing any likely dangers. This permits investors to survey the 

validness and uprightness of RPTs and their effect on the association's monetary execution and 

investor trust.36 Moreover, associations ought to lay out open correspondence channels for 

investors to get to data about RPTs. These channels ought to incorporate secure stages like 

investor relations community or investor passages, as well as roads for investors to interface 

 
35 Thaker, Dhruv A, “Minority Shareholders: Fighting for a Fair Share in India” (June 30, 2023). Available at 
SSRN: https://ssrn.com/abstract=4496694. 
36 Fried J, “The effect of minority veto rights on controller pay tunneling”, Journal of Financial Economics, 
https://www.sciencedirect.com/science/article/abs/pii/S0304405X20301823. 
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with directors, board individuals, and different accomplices through parties, calls, or investor 

presentations. 

Independent oversight and appraisal of RPT divulgences are additionally fundamental to 

guarantee precision, dependability, and adherence to authoritative responsibilities and 

corporate governance norms. Independent evaluators, outside counselors, or explicit layers of 

legal administrators can guarantee the exactness and dependability of RPT divulgences, 

encouraging confidence in investors and accomplices about the association's exposure 

practices.37 

3. Shareholder Activism 

Investor activism is an integral asset for minority investors to voice their interests, impact 

corporate governance standards, and consider the board responsible for their activities in RPTs. 

This activism includes talking with corporate organization and board individuals to raise 

concerns, put forth objectives, and promoter for changes in RPTs. Lobbyist investors utilize 

different strategies, like correspondence with the board, presenting investor developments, and 

going to investor parties, to recognize lacks in administration, hostile circumstances, or 

offenses in RPTs. They expect to drive positive changes in strategic approaches by practicing 

their privileges as investors. 

As well as campaigning, investor activism can include legitimate exercises or managerial 

mediations pointed toward changing clear cheats or infringement of legal administrator 

commitments connected with RPTs. Radical investors can start legitimate movement by 

archiving cases of encroachment of security guidelines, breaches of legal administrator 

commitment, or other legal irregularities. They can likewise document petitions with regulatory 

workplaces to request an assessment of asserted awful way of behaving or guarantee 

consistence with exposure responsibilities and organization rules. Investor activism likewise 

includes gathering institutional monetary sponsor and accomplices to drive endeavors to further 

develop the executives’ strategies and investor opportunities in RPTs. These endeavors can be 

composed with benefits, asset directors, and other institutional monetary sponsor to frame 

 
37 Varottil U, “OECD Report on Related-Party Transactions”, https://indiacorplaw.in/2012/04/oecd-report-on-
related-party-2.html. 
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associations or coalitions. These endeavors mean to propel changes, try not to incline toward 

bosses, or challenge pioneer compensation plans that hurt minority investors' inclinations. 

V. “CONCLUSION” 

Related Party Transactions present significant obstructions and risks to minority shareholders, 

for example, the decrease of proprietorship stake, compromised administration and 

responsibility, slanted market valuation, and restricted admittance to data. These risks debilitate 

the privileges, interests, and monetary benefits of minority shareholders, stressing the meaning 

of productive management, transparency, and investor commitment in cultivating value, 

genuineness, and investor confidence on the lookout. 

It is clear that efficient RPT oversight is essential to guaranteeing equity, openness, and 

minority shareholder rights protection. To stop misuse and wrongdoing, regulatory bodies are 

essential in setting clear rules and ensuring adherence. Authorities can promote a transparent 

and accountable culture inside business entities by fortifying regulatory frameworks and 

augmenting disclosure obligations. Corporate governance practices, such as strict approval 

procedures and independent monitoring bodies, also act as vital defences against possible 

conflicts of interest. In order to maintain corporate power balances and advance fair treatment, 

it is equally important to provide minority shareholders with more rights and channels of 

appeal.38 

To put it simply, in order to maintain the values of justice and equity in corporate governance, 

shareholders, corporate executives, and regulators must cooperate in order to handle related 

party transactions effectively. We must be alert and proactive in responding to new issues and 

changing regulatory environments as we negotiate the complex world of RPTs. Through the 

adoption of transparency, accountability, and shareholder empowerment, corporations can 

construct robust frameworks that provide due consideration to the concerns of all parties 

involved. Let's work together to create a future in which the sustainability and trustworthiness 

of related party transactions are fundamental to the corporate world.39 

 
38 Sandeep Singh & Kavita Joshi, "Enhancing Disclosure and Transparency in Related Party Transactions: A 
Comparative Study of Regulatory Approaches," 8 J. Fin. Regulation 145 (2023). 
39 Ananya Das & Rajesh Patel, "The Role of Independent Directors in Monitoring Related Party Transactions: 
Evidence from Publicly Listed Companies," 7 J. Governance 78 (2021). 
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This paper’s recommendations offer a path forward for resolving RPT-related issues and 

safeguarding minority shareholders' interests. Together, these actions—which range from 

bolstering regulatory oversight to encouraging shareholder activism and improving 

transparency—help create a more stable and just corporate environment. Companies must 

prioritise treating all shareholders fairly going ahead and implement best practices when it 

comes to handling related party transactions. Companies may increase investor trust and 

confidence by cultivating a culture of integrity, accountability, and transparency. This will 

ultimately lead to sustainable growth and value creation for all stakeholders. To put it simply, 

in order to maintain the values of justice and equity in corporate governance, shareholders, 

corporate executives, and regulators must cooperate in order to handle related party 

transactions effectively. 
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