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Directors’ Report

At the outset and before commencing the discussion on affairs of the Company, the Board of Directors

BAJAJ FINSERV DIRECT LIMITED
7th ANNUAL REPORT 2020-21

humbly submits its commiseration to the families of all employees, shareholders and others who

succumbed to this dreadful pandemic.

The Directors present their seventh annual report and audited financial statements for the financial

year ended 31 March 2021.

Financial Results

Highlights
In Rs. Crore

; For the year ended on| For the year ended
RRLIUTR 31 March 2021 | on 31 March 2020
Income 101.63 126.98
Expenditure excluding depreciation 120.34 130.07
Depreciation 25.58 18.83
Profit / (Loss) before Tax - (44.29) | (21.92)
_Provision for Tax — Current B = Do — =
) Deferred - (0.01)
Profit / (Loss) After Tax (44.29) | (21.91)

Other comprehensive income =
| Actuarial gain/(losses) 3.38 (0.03)
Tax on above - 0.12
Other comprehensive income for the year 3.38 0.09
(net of tax) |
Total comprehensive income / (Loss) (40.91) (21.82)

for the year

Company’s Operations

With customer-centricity at its core, the Company operates as an exclusive, online, one-stop digital
marketplace-for all financial and lifestyle needs. The Company has partnered with some of the most
respected names in the industry to provide multiple financial product categories spanning across
Unsecured and Secured Loans, Life Insurance and General Insurance, Investments, UPI payments
and Credit Cards.

Future Outlook
A passionate focus on customer centricity is driving the Company to create a One-Stop digital
marketplace providing solutions for retail and SME customers across their life cycle, by offering

multifarious financial products.

The Company aspires to create propositions and products tailored to the needs of vast customer
franchise in the digital space across Lending, Insurance, Payments and Investment landscape.
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Registrar and Share Transfer Agent
KFin Technologies Private Limited, acts as Registrar & Share Transfer Agent of the Company, which

was appointed for seeking admission of equity shares of the Company in the depository system of
NSDL.

Share Capital

The paid-up equity share capital as on 31 March 2021 was Rs. 2.50 crore. There was no public issue,
rights issue, bonus issue or preferential issue etc. during the year. The Company has not issued
shares with differential voting rights, sweat equity shares nor has it granted any stock options.

Dividend

Your Directors do not recommend any amount to be paid by way of Dividend for the year under review.
In the previous year 2019-20 also, no dividend was declared.

Extract of Annual Return

A copy of the annual return as provided under section 92(3) of the Act, in the prescribed

form (MGT-7) is hosted on the Company’s website hiips //www bajaifinservmarkets in/legal-and-
compliance.html.htm!

Particulars of Employees

The particulars under section 197(12) of the Act read with rules thereunder are provided by way of
annexure to this report.

Number of meetings of the Board
During the financial year 2020-21, the Board of Directors met four times, viz., 18 May 2020,
15 July 2020, 20 October 2020, and 18 January 2021. The time gap between any two consecutive

meetings has been less than one hundred and twenty days.

Following table sets out the details of attendance of Directors at the Board meetings:

No. of
Name of Director Category meetings
attended
Shri Rakesh Bhatt | Whole-time Director 4/4
Shri Ajay Sathe Director 44
Shri Ganesh Mohan Director 4/4
Shri Sourabh Chatterjee | Director 4/4

Material Changes and Commitments

During the year under review, the Company entered into MOU with Bajaj Finserv companies for inter-
company services for FY 2021-22 and has entered into commercial agreement (MOU) including
addendum to earlier agreement with Bajaj Finance Ltd. (BFL) listed fellow subsidiary of holding
company of the Company for providing certain services.
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The Company has also entered into corporate agency agreements with insurers under Company’s
Open Architecture Policy and also entered into an agreement with Bajaj Financial Securities Limited
for opening of demat accounts.

Economic Times Innovation Awards 2020 in the Business Model Innovation category
The Company has won the highly coveted ‘Economic Times Innovation Awards 2020’ in the
Business Model Innovation category. For the Company, it is a validation of the business model that
was architected around two and half years back.

Conservation of Energy and Technology Absorption

The Company, not being involved in any industrial or manufacturing activities, has no particulars to

report regarding conservation of energy and technology absorption as required under Section 134
of the Act and Rules made thereunder.

Employee Stock Option Scheme

Consequent to approval received from the shareholders of the Company at its 4" Annual General
Meeting (hereinafter referred to as ‘AGM’) held on 16 July 2018, the Company acts as a corporate
trustee for the Bajaj Finserv Limited Employee Stock Option Scheme (BFS-ESOS). The employees
of the Company are also covered under this Scheme.

The details of options granted, exercised by the employees of the Company, under the aforesaid
scheme, during the year under review, are given in the financial statements which form part of the
Annual Report.

Foreign Exchange Earnings and Outgo

Total foreign exchange earned by the Company was Rs. Nil during the year under review, as was
during the previous year.

Total foreign exchange outflow during the year under review was Rs. 1.54 crore, as against
Rs 1.57 crore during the previous year.

Particulars of Loans, Guarantees or Investments

Information regarding Loans, Guarantees and Investments covered under the provisions of
section 186 of the Act are detailed in the Financial Statements.

Amounts transferred to general reserve

No amount was required to be transferred to general reserve during the year under review.

Related party transactions

All Related Party Transactions (RPTs) entered into by the Company during the financial year under
review, were on arms' length basis and in the ordinary course of business and did not attract
provisions of section 188 of the Act. A statement showing the disclosure of transactions with related
parties as required under Ind AS 24 is set out separately in this Annual Report. There are no details
to be disclosed in Form AOC- 2 in that regard.
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Corporate Social Responsibility

The Company is not covered under the provisions of section 135 of the Act concerning Corporate
Social Responsibility (CSR) and hence, there is no requirement for any disclosure to be made on
CSR initiatives of the Company.

Internal Audit

While none of the criteria for appointment of internal auditor as per section 138 of the Act, are
triggered, as a good measure of Corporate Governance and prudent practice, internal auditor was
appointed by the Board at its meeting held on 20 October 2020.

The Internal Audit team has commenced its audit reviews of the Company from the financial year

2020-21 onwards. Audit Plan and Internal Audit Report are placed before the Board of Directors for
their perusal and approval.

Directors’ responsibility statement

As required under clause (c) of sub-section (3) of section 134 of the Act, directors, to the best of their
knowledge and belief, state that:

i. in the preparation of the annual accounts, the applicable Accounting Standards had been
followed along with proper explanation relating to material departures;

ii. the directors had selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent, so as to give a true and fair view
of the state of affairs of the Company at the end of the financial year and of the profit and loss
of the Company for that period;

iii.  the Directors had taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of the Act for safeguarding the assets of the
Company and for preventing and detecting fraud and other irregularities;

iv.  the directors had prepared the annual accounts on a going concern basis;

v. the directors had laid down internal financial controls to be followed by the Company and such
internal financial controls are adequate and were operating effectively; and

vi.  the Directors had devised proper systems to ensure compliance with the provisions of all
applicable laws and that such systems were adequate and operating effectively.

Details in respect of frauds reported by auditors under section 143(12)

During the year under review, there were no frauds reported by the Statutory Auditors to the Board
under section 143(12) of the Act.

Adequacy of internal financial controls

Internal financial controls with reference to financial statements were adequate and operating
effectively.
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Audit Committee and Nomination and Remuneration Committee

Section 177 and Section 178 of the Act relating to Constitution of an Audit Committee and Nomination
and Remuneration Committee are not applicable to the Company, since the Company falls under the
exemption from Rule 4(2) of Companies (Appointment and Qualification of Directors) Rule, 2014,
being unlisted public company and wholly owned subsidiary of Bajaj Finserv Limited.

Risk Management Policy

The Company has put in place an adequate and effective risk reporting system. In the opinion of the
Board, there are no residual risks, which would threaten the existence of the Company.

Fixed Deposits
The Company has not accepted any fixed deposits from the public.
Cost records

The Company is not required to maintain cost records pursuant to section 148 of the Act read with
rules thereunder.

Directors

During the year under review, the Board, at its meeting held on 18 January 2021, appointed Shri
Rakesh Induprasad Bhatt (earlier non-executive director) as a whole-time director of the Company,
with effect from 1 January 2021 considering the valuable contribution made by him and his knowledge,
expertise and capabilities. The said appointment was also approved by the shareholders at its fifth
extraordinary general meeting held on 18 January 2021.

As per the provisions of the Act, Sourabh Chatterjee retires from the Board by rotation this year and
being eligible, offers himself for re-appointment. The information as required to be disclosed in case
of re-appointment of the director is provided in the Notice of the ensuing AGM.

There was no other change in the Directors during the year under review, except as above.

Presentation of financial statements

The financial statements of the Company for the year ended 31 March 2021 have been disclosed as
per Schedule lll to the Act and Ind AS.

A Cash Flow Statement and Profit & Loss Account for the year 2020-21 are attached to the balance
sheet.

Significant and Material Orders passed by the Regulators or Courts

During the year in review, there were no significant and material orders passed by the Regulators or
Courts or tribunals, which may impact the going concern status of the Company and its operations in
future.
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Other disclosures

Pursuant to the legislation, 'The Sexual Harassment of Women at Workplace (Prevention, Prohibition
and Redressal) Act, 2013, the Company has a policy on Prevention of Sexual harassment of WWomen
at Workplace and has constituted of Internal Complaints Committee.

There was no case reported during the year under review under the said policy.

The details, as prescribed under section 134 of the Act and Rules made thereunder, applicable to the
Company, have been specifically given in this Report, wherever applicable.

Secretarial standards of ICSI

Pursuant to the approval given on 10 April 2015, by the Central Government to the Secretarial
Standards specified by the Institute of Company Secretaries of India (ICSI), the Secretarial Standards
on Meetings of the Board of Directors (SS-1) AND General Meetings (SS-2) came into effect from
1 July 2015. The said standards were amended with effect from 1 October 2017. The Company is in
compliance with the same.

Auditors

Pursuant to the provisions of section 139 of the Act, the members at the AGM of the Company held
on 19 July 2017 appointed S R B C & CO LLP, Chartered Accountants (firm registration No.
324982E/E300003) as statutory auditors of the Company from the conclusion of Third AGM till the
conclusion of Eighth AGM, covering one term of five consecutive years.

The statutory auditors have confirmed they are not disqualified from continuing as auditors of the
Company.

The statutory audit report for the year 2020-21, is unmodified, does not contain any qualification,
reservation or adverse remark or disclaimer by the statutory auditor.

On behalf of Board of Directors,
For Bajaj Finserv Direct Limited

(DS, A
5%
w o/
Place: Pune Rakesh Bhatt ~Ajay Sathe
Date: 26 April 2021 Director Director
(DIN: 02531541) (DIN: 05166137)
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Chartered Accountants

INDEPENDENT AUDITOR'S REPORT

To the Members of Bajaj Finserv Direct Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Bajaj Finserv Direct Limited (“the Company"), which
comprise the Balance sheet as at March 31, 2021, the Statement of Profit and Loss, including the statement of
Other Comprehensive Income, the Cash Flow Statement and the Statement of Changes in Equity for the year
then ended, and notes to the financial statements, including a summary of significant accounting policies and
other explanatory information.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
financial statements give the information required by the Companies Act, 2013, as amended (“the Act") in the
manner so required and give a true and fair view in conformity with the accounting principles generally accepted
in India, of the state of affairs of the Company as at March 31, 2021, its loss including other comprehensive
income, its cash flows and the changes in equity for the year ended on that date.

Basis for Opinion

We conducted our audit of the financial statements in accordance with the Standards on Auditing (SAs), as
specified under section 143(10) of the Act. Our responsibilities under those Standards are further described in
the ‘Auditor’'s Responsibilities for the Audit of the Financial Statements’ section of our report. We are
independent of the Company in accordance with the ‘Code of Ethics' issued by the Institute of Chartered
Accountants of India together with the ethical requirements that are relevant to our audit of the financial
statements under the provisions of the Act and the Rules thereunder, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code of Ethics. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion on the financial
statements.

Other Information

The other information comprises the information included in the Director's Report but does not include the
financial statements and our auditor's report thereon. The Company’s Board of Directors is responsible for the
other information.

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether such other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act with respect
to the preparation of these financial statements that give a true and fair view of the financial position, financial
performance including other comprehensive income, cash flows and changes in equity of the Company in
accordance with the accounting principles generally accepted in India, including the Indian Accounting
Standards (Ind AS) specified under section 133 of the Act read with the Companies (Indian Accounting
Standards) Rules, 2015, as amended. This responsibility also includes maintenance of adequate accounting
records in accordance with the provisions of the Act for safequarding of the assets of the Company and for
preventing and detecting frauds and other irreqularities; selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent; and the design, implementation and
maintenance of adequate internal financial controls, that were operating effectively for ensuring the accuracy
and completeness of the accounting records, relevant to the preparation and presentation of the financial
statements that give a true and fair view and are free from material misstatement, whether due to frau
error.

SRBC&COLLP, aLimited Liability Partnership with LLP identity No. AAB-4318
Regd. Office : 22, Camac Streel, Block 'B’, 3rd Floor, Kolkata 700 016
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Chartered Accountants
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In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

The Board of Directors is also responsible for overseeing the Company's financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with SAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are also responsible for
expressing our opinion on whether the Company has adequate internal financial controls with reference to
financial statements in place and the operating effectiveness of such controls.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’'s report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical

requirements regarding independence, and to communicate with them all refationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
1. As required by the Companies (Auditor's Report) Order, 2016 (“the Order™), issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Act, we give in the “Annexure 1" a

statement on the matters specified in paragraphs 3 and 4 of the Order.

2. Asrequired by Section 143(3) of the Act, we report that:

(@) We have sought and obtained all the information and explanations which to the best of our knowleg#e:,
and belief were necessary for the purposes of our audit;

)

(Eﬁ%
P!

a
»
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(b)

(©)

(d)

()]

Q)

@

(h)

In our opinion, proper books of account as required by law have been kept by the Company so far as
it appears from our examination of those books;

The Balance Sheet, the Statement of Profit and Loss including the Statement of Other Comprehensive
Income, the Cash Flow Statement and Statement of Changes in Equity dealt with by this Report are
in agreement with the books of account;

In our opinion, the aforesaid financial statements comply with the Accounting Standards specified
under Section 133 of the Act, read with Companies (Indian Accounting Standards) Rules, 2015, as
amended;

On the basis of the written representations received from the directors as on March 31, 2021 taken
on record by the Board of Directors, none of the directors is disqualified as on March 31, 2021 from
being appointed as a director in terms of Section 164 (2) of the Act;

With respect to the adequacy of the internal financial controls with reference to these financial
statements and the operating effectiveness of such controls, refer to our separate Report in
"Annexure 2" to this report;

In our opinion, the managerial remuneration for the year ended March 31, 2021 has been paid /
provided by the Company to its directors in accordance with the provisions of section 197 read with
Schedule V to the Act;

With respect to the other matters to be included in the Auditor's Report in accordance with Rule 11
of the Companies (Audit and Auditors) Rules, 2014, as amended in our opinion and to the best of our
information and according to the explanations given to us:

i. The Company does not have any pending litigations which would impact its financial position;

ii. The Company did not have any long-term contracts inciuding derivative contracts for which
there were any material foreseeable losses; and

iii. There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company.

ForSRBC&COLLP
Chartered Accountants
ICAI Firm Registration Number: 324982E/E300003

el

per Vaibhav Kumar Gupta ‘r'!‘.

Partner

\
|

Membership Number: 213935 .+

UDIN: 21213935AAAABU1843

Pune

April 26, 2021
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Annexure 1 referred to in paragraph 1 under the heading “Report on other legal and regulatory requirements"”
of our report of even date

Re: Bajaj Finserv Direct Limited

(> (a) The Company has maintained proper records showing full particulars, including guantitative details and
situation of fixed assets.

(b) Fixed assets have been physically verified by the management during the year and no material
discrepancies were identified on such verification.

(c) According to the information and explanations given by the management, there are no immovable
properties, included in property, plant and equipment of the Company and accordingly, the
requirements under paragraph 3(i)(c) of the Order are not applicable to the Company.

(i) The Company's business does not involve inventories and, accordingly, the requirements under clause
3(ii) of the Order are not applicable to the Company and hence not commented upon.

(i) According to the information and explanations given to us, the Company has not granted any loans,
secured or unsecured to companies, firms, Limited Liability Partnerships or other parties covered in
the register maintained under section 189 of the Companies Act, 2013. Accordingly, the provisions of
clause 3(iii}a), (b) and (c) of the Order are not applicable to the Company and hence not commented
upon.

(iv) In our opinion and according to the information and explanations given to us, there are no loans,
investments, guarantees, and securities granted in respect of which provisions of section 185 and 186
of the Act are applicable and hence not commented upon.

w) The Company has not accepted any deposits within the meaning of Sections 73 to 76 of the Act and
the Companies (Acceptance of Deposits) Rules, 2014 (as amended). Accordingly, the provisions of
clause 3(v) of the Order are not applicable.

i) To the best of our knowledge and as explained, the Central Government has not specified the
maintenance of cost records under section 148(1) of the Act, for the services of the Company.

(vii) (a) Undisputed statutory dues including provident fund, income-tax, goods and service tax, cess and other
statutory dues applicable to the Company have generally been regularly deposited with the appropriate
authorities. The provisions relating to employees’ state insurance are not applicable to the Company.

(b) According to the information and explanations given to us, no undisputed amounts payable in respect
of provident fund, income-tax, goods and service tax, cess and other statutory dues applicable to the
Company were outstanding, at the year end, for a period of more than six months from the date they
became payable.

(c) According to the information and explanations given to us, there are no dues of income tax, goods and
service tax and cess which have not been deposited on account of any dispute.

(viii) The Company did not have any outstanding loans or borrowing dues in respect of a financial institution
or bank or to government or dues to debenture holders during the year.

(ix) According to the information and explanations given by the management, the Company has not raised
any money by way of initial public offer / further public offer / debt instruments and term loans hence,
reporting under clause (ix) is not applicable to the Company and hence not commented upon.

x) Based upon the audit procedures performed for the purpose of reporting on the true and fair view of
the financial statements and according to the information and explanations given by the management,
we report that no fraud by the Company or no material fraud on the Company by the officers and
employees of the Company has been noticed or reported during the year.
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(xD

(xii)

(xiii)

(xiv)

xv)

(xvi)

According to the information and explanations given by the management and audit procedures
performed by us, the managerial remuneration has been paid / provided in accordance with the
requisite approvals mandated by the provisions of section 197 read with Schedule V to the Companies
Act, 2013.

In our opinion, the Company is not a nidhi company. Therefore, the provisions of clause 3(xii) of the
Order are not applicable to the Company and hence not commented upon.

According to the information and explanations given by the management, transactions with the related
parties are in compliance with section 188 of the Act, where applicable and the details have been
disclosed in the notes to the financial statements, as required by the applicable Indian accounting
standards. The provisions of section 177 are not applicable to the Company and accordingly reporting
under clause 3(xiii) of the Order insofar as it relates to section 177 of the Act is not applicable to the
Company and hence not commented upon.

According to the information and explanations given to us and on an overall examination of the balance
sheet, the Company has not made any preferential allotment or private placement of shares or fully or
partly convertible debentures during the year under review and hence, reporting requirements under
clause 3(xiv) are not applicable to the Company and, not commented upon.

According to the information and explanations given by the management, the Company has not entered
into any non-cash transactions with directors or persons connected with him as referred to in section
192 of the Act.

According to the information and explanations given to us, the provisions of section 45-1A of the
Reserve Bank of India Act, 1934 are not applicable to the Company.

ForSRBC&COLLP
Chartered Accountants
ICAI Firm registration number: 324982E/E300003

oy

per Vaibhav Kumar Gupta

Partner

Membership No: 213935
UDIN: 21213935AAAABU1843

Pune

April 26, 2021
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Annexure 2 referred to in paragraph 2 (f) under the heading “Report on other legal and regulatory
requirements’ of our report of even date

Report on Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the Companies Act,
2013 (the “Act')

We have audited the internal financial controls with reference to the financial statements of Bajaj Finserv Direct
Limited (the “Company') as of March 31, 2021 in conjunction with our audit of the financial statements of the
Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company's Management is responsible for establishing and maintaining internal financial controfs based on
the internal control over financial reporting criteria established by the Company considering the essential
components of internal control stated in the Guidance Note on Audit of Internal Financial Controls Over Financial
Reporting issued by the Institute of Chartered Accountants of India (“ICAI"). These responsibilities include the
design, implementation and maintenance of adequate internal financial controls that were operating effectively
for ensuring the orderly and efficient conduct of its business, including adherence to the Company's policies,
the safeguarding of its assets, the prevention and detection of frauds and errors, the accuracy and
completeness of the accounting records, and the timely preparation of reliable financial information, as required
under the Act.

Auditor’'s Responsibility

Our responsibility is to express an opinion on the Company’s internal financial controls with reference to these
financial statements based on our audit. We conducted our audit in accordance with the Guidance Note on Audit
of Internal Financial Controls Over Financial Reporting (the “Guidance Note") and the Standards on Auditing as
specified under section 143(10) of the Act, to the extent applicable to an audit of internal financial controls,
both issued by ICAI Those Standards and the Guidance Note require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether adequate internal financial
controls with reference to these financial statements was established and maintained and if such controls
operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal financial
controls with reference to these financial statements and their operating effectiveness. Our audit of internal
financial controls with reference to the financial statements included obtaining an understanding of internal
financial controls with reference to these financial statements, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk. The procedures selected depend on the auditor's judgement, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion on the Company's internal financial controls with reference to these financial statements.

Meaning of Internal Financial Controls with Reference to these financial statements

A company's internal financial control with reference to the financial statements is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A company's
internal financial controls with reference to financial statements includes those policies and procedures that (1)
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with
authorisations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorised acquisition, use, or disposition of the company's assets that
could have a material effect on the financial statements.
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Inherent Limitations of Internal Financial Controls with Reference to financial statements

Because of the inherent limitations of internal financial controls with reference to the financial statements,
including the possibility of collusion or improper management override of controls, material misstatements due
to error or fraud may occur and not be detected. Also, projections of any evaluation of the internal financial
controls with reference to the financial statements to future periods are subject to the risk that the internal
financial control with reference to the financial statements may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, adequate internal financial controls with reference to
these financial statements and such internal financial controls with reference to these financial statements
were operating effectively as at March 31, 2021, based on the internal control over financial reporting criteria
established by the Company considering the essential components of internal control stated in the Guidance
Note on Audit of Internal Financial Controls Over Financial Reporting issued by the ICAI.

ForSRBC&COLLP
Chartered Accountants
ICAI Firm registration number: 324982E/E300003

\(s ot i

per Vaibhav Kumar Gupta
Partner

Membership No: 213935

UDIN: 21213935AAAABU1843

Pune
April 26, 2021
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BAJAJ FINSERYV DIRECT LIMITED
BALANCE SHEET AS AT 31 MARCH 2021

In X crore
Particulars ]:1‘(’)‘“ Asat31 March 2021 |  As at 31 March 2020
ASSETS
Non-current assets
Property, plant and equipment 3 10.80 14.13
Intangible assets 3 66.86 66.26
Intangible assets under development 3 0.78 -
Other financial assets 5 1.36 1.36
79.80 81.75
Current assets
Financial assets
Investments 21.09 21.27
Trade receivables 7 40.87 7.60
Cash and cash equivalents 8 2.60 2.51
Current tax assets (net) 1,56 425
Other current assets 6 10.18 10.47
76.30 46.10
Total assets 156.10 127.85
EQUITY AND LIABILITIES
Equity
Equity share capital 9 2.50 2.50
Instruments entirely equity in nature 10 176.10 125.00
Other equity 11 (69.38) (29.45)
Total equity 109.22 98.05
Non-current liabilities
Financial liabilities
Other financial liabilities 14 2.56 4.59
Provisions 12 - 1.63
Deferred tax liabilities (net) 13 = =
2.56 6.22
Current liabilities
Financial liabilities
Trade payables
Total outstanding dues of micro enterprises and small enterprises 0.23 0.04
Total outstanding dues of creditors other than micro enterprises and small
enterprises 4.34 5.31
Other financial liabilities 14 17.55 16.54
Other current liabilities 15 21.83 1.31
Provisions 12 0.37 0.38
44,32 23.58
Total equity and liabilities 156.10 127.85
Summary of significant accounting policies followed by the Company 2

The accompanying notes are an integral part of the financial statements
In terms of our report of even date

ForSRBC & Co LLP
Chartered Accountants
ICAI Firm Registration Number: 324982E/E300003

per Vaibhav Kumar Gupta
Partner

Membership Number: 213935

Pune: 26 April 2021

On behalf of the Board of Directors

Rakesh Bhatt \—-fq}j} Sathe

Director

Director
Q\/’jd'u%

Anshuman Mishra
Head Finance
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BAJAJ FINSERV DIRECT LIMITED
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31 MARCH 2021

In ¥ crore
. Year ended Year ended
Rarlicazs NoteNo- | 31 March 2021 31 March 2020
(I) |Revenue from contracts with customers 16 100.30 125.66
(I1) |Other income 17 1.33 132
(III) |Total income (1+II) 101.63 126.98
(IV) |Expenses
Employee benefits expense 18 66.76 74.92
Finance costs 19 0.56 0.73
Depreciation and amortisation expense 20 25.58 18.83
Other expenses 21 53.02 54.42
Total expense 145.92 148.90
(V) |Profit/ (loss) before tax (11I-1V) (44.29) (21.92)
(VI) [Tax expense
Current tax = -
Deferred tax - (0.01)
Total tax expense 22 - (0.01)
(VII) |Profit/ (loss) for the year (V-VI) (44.29) (21.91)
(VIII){Other comprehensive income
Items that will not be reclassified to profit or loss
-Remeasurement gains/(losses) on defined benefit plans 338 (0.03)
-Tax impact on above - 0.12
(IX) [Other comprehensive income for the year (net of tax) (VII+VIII) 3.38 0.09
Total comprehensive income for the year (40.91) (21.82)
(X) |Basic and diluted Earnings per share (in ) 23 (177.16) (87.64)
(Nominal value per share X 10)
Summary of significant accounting policies followed by the Company 2

The accompanying notes are an integral part of the financial statements
In terms of our report of even date

ForSRBC & Co LLP
Chartered Accountants
ICAI Firm Registration Number: 324982E/E300003

per Vaibhav Kumar Gupta
Partner
Membership Number: 213935

Pune: 26 April 2021

On behalf of the Board of lejﬂ

Rakesh Bhatt \-;)j ay Sathe
Director " Director

ADM

Head Finance
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BAJAJ FINSERY DIRECT LIMITED

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 MARCH 2021

in ¥ crore
q For the year ended
Particulars
31 March 2021 31 March 2020
L. Operating activities
Profit/ (loss) before tax (44.29) (21.92)
Adjustments for:
Depreciation and amortisation (25.58) (18.83)
Remeasurement (gain)/loss on defined benefit plans (3.38) 0.03
Net gain/ (loss) on sale of assets 0.07 (0.05)
Net gain/ (loss) on sale of financial instruments 0.65 0.95
Interest expense on fair valuation of deposits (0.10) (0.12)
Interest on lease liabilities (0.56) (0.73)
Share based payments reserve (2.67) (1.35)
Net gain/ (loss) on financial instruments at fair value through profit or loss (0.07) 0.10
(31.64) (20.00)
Cash from operation before working capital changes (12.65) (1.92)
Working capital changes
(Increase)/decrease in trade receivables (33.27) 2.56
(Increase)/decrease in loans and advances (1.51) 2.13
(Increase)/decrease in trade payables (0.78) (1:97)
Increase/(decrease) in current financial liabilities 0.91 4.57
Increase/(decrease) in other current liabilities 20.52 (0.66)
Increase/(decrease) in provisions (1.64) 0.66
(15.77) 7.29
Income-tax paid including tax deducted at source (net of refunds) 2.70 (1.69)
Net cash (used)/generated in operating activities (A) (25.72) 3.68
Carried forward (25.72) 3.68
<
. B T T
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BAJAJ FINSERYV DIRECT LIMITED

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 MARCH 2021

in ¥ crore
. For the year ended
Particulars
31 March 2021 31 March 2020
Brought forward (25.72) 3.68
11. Investing activities
Purchases of property, plant and equipment (2.89) (2.74)
Sales proceeds of property, plant and equipment 0.57 0.29
Purchases/internal development to intangibles (2140) (36.51)
Sale of current investments 117.71 166.02
Purchase of current and long-term investments (116 95) (181.13)
Net cash generrated from/ (used in) investing activities (B) (22.96) (54.07)
III. Financing activities
Loan from holding company 51.10 55.00
Payment of lease liability (2.33) (2.31)
Net cash generated from financing activities (C) 48.77 52.69
Net increase in cash and cash equivalents (A+B+C) 0.09 2.30
Cash and cash equivalents as at the beginning of the year 2.51 021
Cash and cash equivalents as at the end of the year [Refer note 8]

2.60 2.51

As per our report of even date

ForSRBC & Co LLP
Chartered Accountants
ICAI Firm Registration Number: 324982E/E300003

/4( per Vaibhav Kumar Gupta
" Partner e,
Membership Number: 213935

Pune: 26 April 2021

On behalf of the Board of Directors

2‘ J \Sbrf’ __

A
Rakesh Bhatt ~—Ajny Sathe
Director <" Director
AM o D\
Head Finance b/ s C. \
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BAJAJ FINSERY DIRECT LIMITED

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2021

A. Equity share capital

In T crore
" Year ended Year ended
g (T NoteNo. | 31 March 2021 31 March 2020
At the beginning of the year 250 250
Changes in equily share capital during the year - =
Balance as at 31 March 2021 9 2.50 2.50
B. Instruments entirely equity in nature
in ¥ crore
q Year ended Year ended
R NoteNo- | 31 March 2021 31 March 2020
At the beginning of the year 12500 7000
Addition during the year 51.10 55.00
Balance as at 31 March 2021 n 176.10 125.00
C. Other equity
Current year
In ¥ crore
Reserves and surplus
Particulars Note No. ) ) Share based Total other equity
Retained earnings
payments reserve
Retained earnings
At the beginning of the year (30.79) 1.34 (29.45)
Profit/ (loss) for the year (44.29) - (44 29)
Recognition of share based payments to employees - 098 098
Other comprehensive income (net of tax) 338 - 338
Balance as at 31 March 2021 I (71.70) 2.32 (69.38)
Previous year
Reserves and surplus
Particulars Note No. ) ) Share based Total other equity
Relnined earnings
payments reserve
Retained earnings
At the beginning of the year 8.97) - (8.97)
Profit/ (loss) for the year (2191} - (2191)
Recognition of share based payments to employees - 134 134
Other comprehensive income (net of tax) 0.09 - 009
Balance as at 31 March 2020 11 (30.79) 1.34 (29.45)
Summary of significant accounting policies followed by the Company 2

The accompanying notes are an integral part of the financial statements

In terms of our report of even date

For SRBC & Co LLP
Chartered Accountants
ICAT Firm Registration Number: 324982E/E300003

per Vaibhav Kumar Gupta
Partner

Membership Number: 213935

Pune: 26 April 2021

On behalf of the Board of Directors
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Rakesh Bhatt
Director

Anshuman Mishra
Head Finance
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Bajaj Finserv Direct Limited

Notes to financial statements for the year ended 31 March 2021

Corporate information

Bajaj Finserv Direct Limited (the “Company”) is a public company limited by shares, domiciled in India
and incorporated under the provisions of the Companies Act, 1956. The Company was incorporated on
7 February 2014 and started commercial operation on 1 July 2018. The Company is engaged in business of
distribution of financial products through digital means. The Company is registered with Insurance
Regulatory and Development Authority of India (IRDAI) as a composite Corporate Agent for distributing
life insurance and general insurance products in India. The Company’s registered office is at Bajaj Auto
Limited Complex, Mumbai-Pune road, Pune, Maharashtra, India. The parent of the Company is Bajaj
Finserv Ltd (hereinafter referred to as “Holding Company” or “parent”).

The financial statements were approved for issue in accordance with a resolution of the directors on
26 April 2021.

Summary of significant accounting policies followed by the Company
Basis of preparation

These financial statements have been prepared in accordance with Indian Accounting Standards (Ind AS)
notified under Section 133 of the Companies Act, 2013 (‘the Act’) read together with the Companies
(Indian Accounting Standards) Rules, 2015, as amended from time to time and other relevant provisions of
the Act, on an accrual basis.

The financial statements have been prepared on a historical cost basis, except for financial assets and
financial liabilities which have been measured at fair value or amortized book value.

The financial statements are presented in %, which is also the Company’s functional currency and all the
values are rounded off to the nearest crore, except when otherwise indicated.

All assets and liabilities have been classified as current or non-current as per the Company’s normal
operating cycle and other criteria set out in the Schedule III (Division II) to the Act. Based on the nature of
products and the time between the acquisition of assets for processing and their realisation in cash and cash
equivalents, the Company has ascertained its operating cycle as 12 months for the purpose of current or
non-current classification of assets and liabilities.

Significant accounting policies

This note provides a list of the significant accounting policies adopted in the preparation of these financial
statements. These policies have been consistently applied to all the years presented, unless otherwise
stated.

1) Use of estimates, judgements and assumptions

Estimates and assumptions used in the preparation of these financial statements and disclosures
made therein are based upon Management’s evaluation of the relevant facts and circumstances as of
the date of the financial statements, which may differ from the actual results at a subsequent date.
The following are items which are more likely to be materially adjusted due to estimates and
assumptions turning out to be different than those originally assessed. Detailed information about
each of these estimates is included in the relevant notes together with information about basis of
calculation for each affected line item in the financial statements:

a) Provision for employee benefits

b) Provision for tax expenses

¢) Residual value and useful life of property, plant and equipment
d) Valuation of investments.
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Notes to financial statements for the year ended 31 March 2021

2)

a)

b)

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured, regardless of when the payment is being made.

Revenue (other than for those items to which Ind AS 109 Financial Instruments are applicable) is
measured at fair value of the consideration received or receivable. Ind AS 115 Revenue from
contracts with customers outlines a single comprehensive model of accounting for revenue arising
from contracts with customers.

The Company recognises revenue from contracts with customers based on a five step model as set
out in Ind AS 115:

Step 1: Identify the contract(s) with a customer

Step 2: Identify the performance obligation in contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations in the contract
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation

Under Ind AS 115, an entity recognises revenue when (or as) a performance obligation is satisfied,
i.e. when ‘control’ of the goods or services underlying the particular performance obligation is
transferred to the customer.

Revenue from sale of services

i) Income from distribution of financial products
Income from distribution of financial products is earned by selling of services and products
of other entities under distribution arrangements. The income so earned is recognised on
successful sales on behalf of other entities subject to there being no significant uncertainty of
its recovery.

it) Income from manpower supply services
Income from manpower supply services is recognized as and when services are rendered and
it becomes due on contractual terms with the parties.

iii) Income from sale of value added services
The Company recognizes Income from sale of value added services on rendering of services.

Other income
The Company recognises income on accrual basis.

3) Property, plant and equipment and depreciation / amortisation

A.

Property, plant and equipment

i) Cost represents all expenses directly attributable to bringing the asset to its working
condition capable of operating in the manner intended. Such cost includes the cost of
replacing part of the plant and equipment, if the recognition criteria are met. When
significant parts of plant and equipment are required to be replaced at intervals, the Company
depreciates them separately based on their specific useful lives. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognised in profit or loss as incurred.
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Bajaj Finserv Direct Limited
Notes to financial statements for the year ended 31 March 2021

ii) An item of property, plant and equipment and any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in the
Statement of Profit and Loss when the asset is derecognised.

iii) The residual values, useful lives and methods of depreciation of property, plant and
equipment are reviewed at regular intervals and adjusted prospectively, if appropriate.

B. Depreciation and amortisation methods, estimated useful lives and residual value

i. a. Depreciation is provided on a pro rata basis on straight line method to allocate the
cost, net of residual value over the estimated useful lives of the assets.
b. Where a significant component (in terms of cost) of an asset has an estimated
economic useful life shorter than that of its corresponding asset, the component is
depreciated over its shorter life.

ii.  Depreciation on additions is being provided on pro rata basis from the month of such
additions.

iii.  Depreciation on assets sold, discarded or demolished during the year is being provided
upto the month in which such assets are sold, discarded or demolished.
C. Intangible assets and amortization thereof

Intangible assets, representing softwares are initially recognised at cost and subsequently carried
at cost less accumulated amortisation and accumulated impairment.

Expenditure incurred on development of internally generated intangible assets, is recognised as an
intangible asset, if and only if the future economic benefits attributable to the use of such know-
how are probable to flow to the Company and the costs/expenditure can be measured reliably.

The intangible assets are amortised using the straight line method over a period of five years,

which is the Management’s estimate of its useful life. The useful lives of intangible assets are
reviewed at each financial year end and adjusted prospectively, if appropriate.

4) Investments and financial assets

(i) Classification
The company classifies its financial assets in the following measurement categories:
e those to be measured subsequently at fair value (either through other comprehensive income,
or through profit or loss), and

e those measured at amortised cost.

The classification is done depending upon the company’s business model for managing the
financial assets and the contractual terms of the cash flows.

For assets classified as “measured at fair value”, gains and losses will either be recorded in profit
or loss or other comprehensive income, as elected. For assets classified as “measured at amortised
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Bajaj Finserv Direct Limited

Notes to financial statements for the year ended 31 March 2021

(ii) Measurement
Initial Measurement

At initial recognition, the Company measures a financial asset at its fair value including, in the
case of “a financial asset not at fair value through profit or loss”, transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
“fair value through profit or loss” are expensed in the Statement of Profit and Loss.

Subsequent Measurement

Subsequent measurement of financial assets depends on the Company’s business model for
managing the financial asset and the cash flow characteristics of the financial asset. There are two
measurement categories into which the company classifies its financial instruments:

Subsequently measured at amortised cost: Financial assets that are held for collection of
contractual cash flows where those cash flows represent solely payments of principal and interest
are measured at amortised cost e.g. Debentures, Bonds etc. A gain or loss on a financial asset that
is subsequently measured at amortised cost is recognised in the Statement of Profit and Loss when
the asset is derecognised or impaired. Interest income from these financial assets is included in
investment income using the effective interest rate method.

Subsequently measured at fair value through profit or loss: Financial assets that do not meet
the criteria for amortised cost, are measured at fair value through profit or loss e.g. investments in
mutual funds. A gain or foss on a financial asset that is subsequently measured at fair value
through profit or loss is recognised in profit or loss and presented net in the Statement of Profit
and Loss within other gains/(losses) in the period in which it arises.

The Company has designated investments in mutual funds as at FVTPL. Debt instruments
included within the FVTPL category are measured at fair value with all changes recognized in the
profit and loss.

(iii) Impairment of financial assets

The Company assesses on a forward looking basis the expected credit losses associated with its
financial assets carried at amortised cost for e.g., loans, debt securities, deposits, trade receivables
and bank balances. The impairment methodology applied depends on whether there has been a
significant increase in credit risk and if so, assess the need to provide for the same in the
Statement of Profit and Loss.

The Company follows ‘simplified approach’ for recognition of impairment loss allowance on
trade receivables.

The application of simplified approach does not require the Company to track changes in credit
risk. Rather, it recognises impairment loss allowance based on lifetime ECLs at each reporting
date, right from its initial recognition.

For recognition of impairment loss on other financial assets and risk exposure, the Company
determines that whether there has been a significant increase in the credit risk since initial
recognition. If credit risk has not increased significantly, 12-month ECL is used to provide for
impairment loss. However, if credit risk has increased significantly, lifetime ECL is used. If, in a
subsequent period, credit quality of the instrument improves such that there is no longer a
significant increase in credit risk since initial recognition, then the entity reverts to recognising

tmpairment loss allowance based on 12-month ECL. S

)
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Notes to financial statements for the year ended 31 March 2021

Lifetime ECL are the expected credit losses resulting from all possible default events over the
expected life of a financial instrument. The 12-month ECL is a portion of the lifetime ECL which
results from default events that are possible within 12 months after the reporting date.

ECL impairment loss allowance (or reversal) recognized during the period is recognized as
income/ expense in the Statement of Profit and Loss. This amount is reflected under the head
‘other expenses’ in the Statement of Profit and Loss. The balance sheet presentation for various
financial instruments is described below:
¢ Financial assets measured at amortised cost and revenue receivables: ECL is presented as an
allowance, i.e., as an integral part of the measurement of those assets in the balance sheet.
The allowance reduces the net carrying amount. Until the asset meets write-off criteria, the
Company does not reduce impairment allowance from the gross carrying amount.

For assessing increase in credit risk and impairment loss, the Company combines financial
instruments on the basis of shared credit risk characteristics with the objective of facilitating an
analysis that is designed to enable significant increases in credit risk to be identified on a timely
basis.

(iv) Derecognition of financial assets

A financial asset is derecognised only when Company has transferred the rights to receive cash
flows from the financial asset or the rights to receive cash flows from the financial asset have
expired. Where the entity has transferred an asset, the Company evaluates whether it has
transferred substantially all risks and rewards of ownership of the financial asset. In such cases,
the financial asset is derecognised.

5) Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or loss, and in case of loans and borrowings, payables, net of directly attributable transaction
costs.

The Company’s financial liabilities include trade and other payables, loans and borrowings including
bank overdrafts.

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss. Financial
liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the
near term. This category also includes derivative financial instruments entered into by the Company
that are not designated as hedging instruments in hedge relationships as defined by Ind AS 109.
Separated embedded derivatives are also classified as held for trading unless they are designated as
effective hedging instruments.
Gains or losses on liabilities held for trading are recognised in the profit or loss.
Financial liabilities designated upon initial recognition at fair value through profit or loss are
designated as such at the initial date of recognition, and only if the criteria in Ind AS 109 are satisfied.
For liabilities designated as FVTPL, fair value gains/ losses attributable to changes in own credit risk
/--ﬁ-\g\u. recognized in OCIL. These gains/loss are not subsequently tr-mﬂﬁ“e 5 d-_t_o P&L However the
 UO £y Qm{lpqny may transfer the cumulative gain or loss within equity 7 K1 othé
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Notes to financial statements for the year ended 31 March 2021

0)

7)

such liability are recognised in the statement of profit or loss. The Company has not designated any
financial liability as at fair value through profit and loss.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the EIR method. Gains and losses are recognised in profit or loss when the
liabilities are derecognised as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in the
statement of profit and loss.

This category generally applies to borrowings.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognised in the statement of
profit or loss.

Impairment of non-financial assets

Assets are tested for impairment at each reporting date and also whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less cost of disposal and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are
sepatately identifiable cash inflows which are largely independent of the cash inflows from other
assets or groups of assets (cash-generating units).

Impairment losses of continuing operations, are recognised in the statement of profit and loss

Employee benefits

a) Privilege leave entitlements
Privilege leave entitlements are recognised as a liability, in the calendar year of rendering of
service, as per the rules of the Company. The liability for accumulated leave which can be availed
and/or encashed at any time during the tenure of employment is recognized using the projected
unit credit method at the actuarially determined value by an appointed actuary. The liability for
accumulated leave which is eligible for encashment within the same calendar year is provided for
at prevailing salary rate for the entire unavailed leave balance as at the balance sheet date.

b) Gratuity
Payment for present liability of future payment of gratuity is being made to approved gratuity
fund, which fully covers the same under Cash Accumulation Policy and Debt fund of the Life
Insurance Corporation of India (LIC) and Bajaj Allianz Life Insurance Company Ltd. (BALIC).
However, any deficit in plan assets managed by LIC and BALIC as compared to the liability on
the basis of an independent actuarial valuation is recognised as a liability.

The liability or asset recognised in the balance sheet in respect of defined benefit gratuity plans is
the present value of the defined benefit obligation at the end of the reporting period less the fair
value of plan assets. The defined benefit obligation is calculated annually by actuaries using the

) .ﬂj""-‘__\|_1mjected unit credit method in conformity with the principles and manner of computation

g hppuhed in Ind AS 19. /"VV_‘F_*‘M "
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Notes to financial statements for the year ended 31 March 2021

c)

d)

The net interest cost is calculated by applying the discount rate to the net balance of the defined
benefit obligation and the fair value of plan assets. This cost is included in employee benefit
expense in the Statement of Profit and Loss.

Employee stock option scheme

The fair value of options granted under the Bajaj Finserv Limited -Employee Stock Option
Scheme (BFS-ESOS) is recognised as an employee benefits expenses with a corresponding
increase in equity. The total amount to be expensed is determined by reference to the fair value of
the options granted:

e including any market performance conditions (e.g., the entity’s share price)

e excluding the impact of any service and non-market performance conditions (e.g.,

continuance of an employee of the entity over a specified time period), and
e including the impact of any non-vesting conditions

The total expense is recognised over the vesting period, which is the period over which all the
specified vesting conditions are to be satisfied. At the end of each period, the entity revises its
estimates of number of options that are expected to vest based on the non-market vesting and
service conditions. It recognises the impact of the revision to original estimates, if any, in profit or
loss, with a corresponding adjustment to equity.

Defined contribution plans

The Company contributes to two defined contribution plans for its employees:

- Contribution to provident fund is made to Government Provident Fund Authority

- Contribution to Employees Pension Scheme 1995 is made to Government Provident Fund
Authority

The Company recognises contribution payable to these fund/ schemes as an expenditure, when an
employee renders the related service. If the contribution payable to the scheme for service
received before the balance sheet date exceeds the contribution already paid, the deficit payable
to the scheme is recognised as a liability after deducting the contribution already paid. If the
contribution already paid exceeds the contribution due for services received before the balance
sheet date, then excess is recognised as an asset to the extent that the prepayment will lead to, for
example, a reduction in future payment or a cash refund.

Remeasurements, comprising of actuarial gains and losses, the effect of the asset ceiling,
excluding amounts included in net interest on the net defined benefit liability and the return on
plan assets (excluding amounts included in net interest on the net defined benefit liability), are
recognised immediately in the balance sheet with a corresponding debit or credit to retained
earnings through OCI in the period in which they occur. Remeasurements are not reclassified to
profit or loss in subsequent periods.

8) Taxes

a)

b)

Current income tax assets and liabilities are measured at the amount expected to be recovered from
or paid to the taxation authorities, in accordance with the Income Tax Act, 1961; and the Income
Computation and Disclosure Standards prescribed therein. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted, at the reporting date.

Current income tax relating to items recognised outside profit or loss is recognised outside profit or
loss (either in other comprehensive income or in equity). Current tax items are recognised in
correlation to the underlying transaction either in OCI or directly in equity. Management
periodically evaluates positions taken in the tax returns with respect to situations in which
applicable tax regulations are subject to interpretatigu_ﬂ_ and establishes provisions where

fflppmpriauc. 7 o v Djp.
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¢) Deferred tax is provided on temporary differences arising between the tax base of assets and
liabilities and their carrying amounts in the financial statements. Deferred tax is determined using
tax rates that have been enacted or substantially enacted by the end of the reporting period and are
expected to apply when the related deferred tax asset is realised or the deferred tax liability is
settled.

Deferred tax assets are recognised for all deductible temporary differences and unused tax losses
only if it is probable that future taxable amounts will be available to utilise those temporary
differences.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at each
reporting date and are recognised to the extent that it has become probable that future taxable
profits will allow the deferred tax asset to be recovered.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set
off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

9) Provisions and contingent liabilities

The Company creates a provision when there is present obligation as a result of a past events, it is
probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. A disclosure for a
contingent liability is made when there is a possible obligation or a present obligation that may, but
probably will not, require an outflow of resources. When the likelihood of outflow of resources is
remote, no provision or disclosure is made.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, the
increase in the provision due to the passage of time is recognised as a finance cost.

10) Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Company recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

i) Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.c., the date the

underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated

depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost

of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred,

and lease payments made at or before the commencement date less any lease incentives received.

Right-of-use assets are depreciated on a straight-line basis over the lease term.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost
——ueflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of
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The right-of-use assets are also subject to impairment. Refer to the accounting policies in para 6.
Impairment of non-financial assets.

ii) Lease Liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including insubstance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably certain
to be exercised by the Company and payments of penalties for terminating the lease, if the lease term
reflects the Company exercising the option to terminate. Variable lease payments that do not depend
on an index or a rate are recognised as expenses (unless they are incurred to produce inventories) in
the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at
the lease commencement date because the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in the lease payments
(e.g., changes to future payments resulting from a change in an index or rate used to determine such
lease payments) or a change in the assessment of an option to purchase the underlying asset.

iii) Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery
and equipment (i.e., those leases that have a lease term of 12 months or less from the commencement
date and do not contain a purchase option). It also applies the lease of low-value assets recognition
exemption to leases of office equipment that are considered to be low value. Lease payments on short-
term leases and leases of low-value assets are recognised as expense on a straight-line basis over the
lease term.

11) Cash and cash equivalents

12)

For the purpose of presentation in the Balance Sheet and the Statement of Cash Flows, cash and cash
equivalents includes cash on hand, other short-term, highly liquid investments with original maturities
of three months or less that are readily convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value.

Earnings per share

Basic earnings per share is calculated by dividing the net profit or loss for the period attributable to
equity shareholders by the weighted average number of equity shares outstanding during the period.
Earnings considered in ascertaining the Company’s earnings per share is the net profit for the period.
The weighted average number of equity shares outstanding during the period and ail periods presented
is adjusted for events, such as bonus shares, other than the conversion of potential equity shares that
have changed the number of equity shares outstanding without a corresponding change in resources.
For the purpose of calculating diluted earnings per share, the net profit or loss for the period
attributable to equity shareholders and the weighted average number of share outstanding during the
period is adjusted for the effects of all dilutive potential equity shares.

Foreign currency translation

Functional and presentational currency
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Transactions and balances
Transactions in foreign currencies are initially recorded in the functional currency at the spot rate of
exchange ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated into the functional
currency at the spot rate of exchange at the reporting date. All differences arising on non—trading
activities are taken to other income/expense in the Statement of Profit and Loss.

Non—monetary items that are measured at historical cost in a foreign currency are translated using the
spot exchange rates as at the date of recognition.

14) Fair value measurement

The Company measures financial instruments, at fair value at each balance sheet date. Fair value is the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

e In the principal market for the asset or liability, or

e In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:
e Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities
o Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable
e Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

The Company has set policies and procedures for both recurring and non-recurring fair value measurement
of financial assets, which includes valuation techniques and inputs to use for each case.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above.
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4

In

Investment in Mutual Funds

Imvesiments al Fair value through profil and loss

NIL (31 March 2020 :24141 311) Kolak Liquid Mutual Fund
NIL (31 March 2020 :15401 313) HDFC Liquid Mulual Fund
NIL (31 March 2020 :17874 347) SBI Liquid Mutual Fund
84838 892 (31 March 2020 :NIL) IDFC Liquid Mulual Fund

Aggrepate book value of quoted investments
All investments mentioned above are within India

Other financial assets

(Unsecured, good, unless stated otherwise)

Security deposit

Other assets

(Unsecurcd, good, unless stated otherwisc)

Advances recoverable in cash or kind
Advances lo relaled pariies

Unsecured considered good

Doubtful

Provision for doublful advances
GST inpul lax credil

Gratuity (refer nole 26)
Other receivable

Trade receivables

(Ungecured, considered good, unless stated otherwise)

Receivables

- towards distribulion of third party products
- towards manpower supply services

- towards salc of value added services

- others

Contract balances

Trade receivables

4

Accounls receivable are recognised when the right to

BAJAJ FINSERV DIRECT LIMITED
7th ANNUAL REPORT 2020-21

= Current
o Ayt =
31 Mar 2021 31 March 2020
In € crore In € crore
- 969
= 602
. 556
2109 -
2109 21.27
21.09 21.27
Non-current
As at
31 Mar 2021 31 March 2020
In ¥ crore In € crore
136 136
1.36 1.36
Current
As at
31 Mar 2021 31 March 2020
In ® crore in ¥ crore
Ll6 023
008 002
124 025
124 025
047 424
045 -
802 598
10.18 1047
Current
As at
31 Mar 2021 31 March 2020
In € crore tn ¥ crore
740 645
241 052
3091 -
0.15 0,63
4087 7.60
As at
31 Mar 2021 31 March 2020
In ¥ crore In € crore
4087 7.60

| Contract liability relates Lo payments received in advance of performance under the conlract

No trade or other receivable are due from directors or other officers of the company either severally or jointly with any other person Nor any trade or other receivable are due from firms or privale companies

respectively in which any direclor is a partner, a direclor or a member

Cash and cash equi

Balances with banks
on current accounts

Current
As at
31 Mar 2021 31 March 2020
In € crore In € crore
2,00 2,51
2.60 2.51
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9 Eiquity share capital o
Asat
31 Mar 2021 31 March 2020
In ¥ crore In € crore
Authorised
25.00.000 equity shares of ¥ 10 each 250 250
Issued, subscribed and fully paid-up shares
25,00,000 equity shares of X 10 each } 2.50 2.50
250 2.50
u Terms/rights attached to equity shares
The Company has only one class of equity shares haxing a par value of' 10 per share Each holder of equily shares is entilled (o one vole per share  The inlerim dividend declared by the Board of Directors
and the dividend proposed by the Board of Direclors and approved by the shareholders in the annual general meeling is paid in Indian rupees In the evenl of liquidation of the Company. (he holders of equily
shares will be enlitled (o receive remaining assets of the Company, afier distribution of all preferential amounts The dislribution will be in proportion (o the number of equity shares held by (he sharcholders
b Details of shareholders holding more than 5% shares in (he Company
As at As at
31 Mar2021 31 March 2020
Equity shares of T 10 each [ully paid Nos. % Holdin Nos. % Holding
Bajaj Finserv Lid 2,500,000 100 00% 2,500,000 100,00%
10 ts entirely equity in nature
As at
31 Mar 2021 31 March 2020
In € crore In Bcrore
Balance as at the beginning of the year 125 00 70.00
Add: Addition during the year 5110 55.00
Closing balance 176.10 125.00
Represents loan amount received by the Company from Bajaj Finserv Limited. Any loan amounl which is outstanding al Ihe end of the loan (enure is compulsorily convertible into equity shares
11 Other equity
As at
31 Mar 2021 31 March 2020
In € crore In € crore
a Reserves and surplus :
Retained earnings
Balance as al the beginning of the year (3079) 897)
Prolit/(loss) for the year (44 29) 2191
Items of other prehensive income ised direclly in retained eamings
Actuarial gains/losses of defined benelfil plans 338 009
Less: Appropriations : :
Balance in relained eamings {71.70) (30.79)
Share based payments reserve
Balance as at (he beginning of the year 134 =
Recognition of share based payments lo employees 098 134
Balance in share based payment reserve 232 134
(69.38) (29.45)
b Nature and purpose of reserve :
Retained earnings
Relained eamings represents the surplus in profil and loss account and approprialions
The Company recognises change on account of remeasurement of Lhe nel defined benefil liability/(assel) as part of relained eamings with separale disclosure, which comprises of:
- actuarial gains and losses;
- retum on plan assels, excluding amounts included in nel interes( on the net defined benefil liability/(asset): and
- any change in the effect of the assel ceiling, excluding amounts included in net interest on the net defined benefil liability/(assel)
Share based payments reserve
Share based payments reserve is crealed as required by Ind AS 102 — ‘Share Based Payments’ on (he Employee Slock Option Scheme
12 Provisions
Non-current Current
As at As at
31 Mar 2021 31 March 2020 31 Mar 2021 31 March 2020
In € crore In ¥ crore In ¥ crore In € crore
Pravision for employee benefits [See note 26|
Provision for gratuity E 163 . -
Provision for compensaled absences - - 037 038
- 1.63 0.37 0.38
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13

15

_Deferred tax liabilities (nef)

As at
31 Mar 2021 31 March 2020
In € crore In € crore
Deferred tax liabilities
On accounl of liming difference in
Retiral and other benefits :
Defined benefil plans provisions - OCl1 094 01l
Financial instruments :
Fair valuation of mulual funds including FMP 002 004
Gross deferred tax liabilities _ 096 01s
Deferred tax assets
Recognized Lo the extenl of Deferred tax liabilily _ 096 015
Gross deferred (ax assets 096 015

The Company offsels lax assets and liabilities if and only il it has a legally enforceable right (o sel off curren( tax assets and current (ax liabilities and the deferred lax assels and deferred lax liabilities relate lo
income taxes levied by the same tax authorify. Deferred tax assels are recognised [or unused lax losses lo the extenl that il is probable Ihat taxable profit will be available against which the losses can be utilised
Significanl jud is required lo delermine the amounl of deferred lax assels thal can be recognised. based upon Lhe likely timing and the level of future 1axable profits together with [uture lax
planning siralegies

The Company has ¥ 68 91 crores (net of exceptions if any) (March 31, 2020: T 33.38 crores) tax losses brought forward These losses relate lo brought forward business losses and unabsorbed depreciation
The Company neilher has any (axable temporary difference nor any tax planning opportunilies available thal could parily support the recognition of these losses as deferred lax assels On Ihis basis, the Company
has determined that it cannol recognise deferred iax assets on (he tax losses brought forward

Other financial liabilities

Non-current Current
As at As at
31 Mar 2021 31 March 2020 31 Mar 2021 31 March 2020
In ¥ crore In ¥ crore In € crore In € crare
Lease liability [See nole 34] 2.56 459 206 1.96
Employee benefils payable - - 430 517
Other payables* - - 11.19 941
2.56 4.59 17.55 16.54
Refer note 31 for financial liabilities measured al amortised cost
*Other payables comprises of liability for expenses, salary payable and income received in advance
Other current liabilities
As at
31 Mar 2021 31 March 2020
In ¥ crore In ¥ crore
Slatulory dues payable 2183 1.31
21.83 1.31
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16 Revenue from contract with s

18

19

20

Revenue from contract with customers
Type of Services

Income from distribulion of third party producis
Related parties®
Others
Manpower supply services
Sale of velue added services
Other Miscellaneous income
Total revenue [rom conlract with customers
* Includes insurance income ¥ 2 62 crore (31 March 2020 : 33 01 crore)

Geographical markets
India

Outside India
Total revenue (rom contract with customers

Timing of revenue recognition

Services transferred at & poinl in time
Services transferred over lime
Total vevenue from contraet with eustomers

Other i

Interent on meome tax relund

Gain on val and gain on realisation of mutual funds measured at FVTPL
Others

Provision no longer required

Employee benefits expense

Salaries, wages and bonus to employees

Contribution 1o provident and other funds [See nole 26]
Share based payment o employees [See note 33]

StafT welfare expenses

Finance costs

Inteeest on leaso labilitied [Seo nole 34]

Depreciation and amortisation expense

Depreciation on property, plant and
Amoun! amorlised against intangible assets
[See note 3]

BAJAJ FINSERV DIRECT LIMITED

7th ANNUAL REPORT 2020-21

Forthe veareoded
31 Mar 2021 31 March 2020
In € crore In € crore
5133 7738
0.8s 444
2712 37.81
21.00 303
- 300
100.30 125.66
9933 125.66
0.97 .
100.30 125,66
9933 125.66
097 -
100.30 125.66
For the yenr ended
31 Mar 2021 31 March 2020
In ¥ crore In € crare
013 -
0.57 104
018 o1l
0.45 017
1.33 1.32
For the year ended
31 Mar 2021 31 March 2020
In € crore In ¥ crore
59.00 6913
384 376
267 135
125 0.68
66,76 74.92
For the year ended
31 Mar 2021 31 March 2020
In € crore In € crore
0.56 0.73
0.56 0.73

For the year ended

31 Mar 2021 31 March 2020
In € crore In€crore
5.56 493
20,02 13 90
25.58 18.83
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21 Other expenses

Sales promotion expenses
Information Technology expenses
Business supporl charges
Dealer incenlive
Travelling expenses

Pi ional and legal
Repairs and maintenance
Power, [uel, waler and consumables
Insurance

Training and conference
Subscription and fees

Payment lo audilor

Rent [See nole 34|

Miscellaneous expenses

Payment to auditor

As auditor

Audit fee

Other services (certificalion lees and other maliers)
Reimbursement of expenses (31 March 2020: ¥ 37,998)

22 Tax expense

(a) Tax expense

Current tax

Currenl tax on profits for the year
Adjusiments for current lax of prior periods
Tolal current tax expense

Deferred tax

Decrease/(increase) in deferred tax assels
(Decrease)/increase in deferred lax liabililies
Total deferred lax expenses/(benefit)

Tax expenses

(b) Reconciliation of tax and the ing profit iplied by India's tax rate

Profil before tax

Tax al the Indian lax rale of 26% (Previous year - 26%)

Tax effecl of amounts which are deductible (non laxable) in calculating laxable income:

- Income {rom fair valuation of mutual funds
Tax expense

23 Earnings Per Share (EPS)

Profit for the year (%)

Weighted average number of shares outstanding during the year (Nos)
Eamings per share (Basic and Diluled) ¥

Face value per share ¥

o

24 Capital commitments

Capilal commilments
- lowards acquisilion of Intangibles
- lowards acquisilion of Property, planl and equipments

25 Expenditure in foreign currency

Informalion technology expenses

BAJAJ FINSERV DIRECT LIMITED
7th ANNUAL REPORT 2020-21

For the year enilod

T 31Mar2021 31 March 2020
In ® crore In € crore
17.67 2975
1713 1283
916 .
445 551
026 194
080 133
077 084
056 068
065 059
009 016
030 019
002 002
116 058
B 53,02 54,42

For the year ended

31 Mar 2021 31 March 2020
001 (]

001 001

= 000

0.02 0.02

For the year ended

31 Mar 2021 31 March 2020
In € crore In @ crore
(0.96) (0.04)
0.96 003
- - (0.01)
- (0.01)
(44 29) 21 92)
= (0.01)
- (0.01)

For (he year ended

31 Mar 2021 31 March 2020
(44.29) (21.91)
2,500,000 2,500,000
(177.16) (87 64)

10 10

As at

31 Mar 2021 31 March 2020
In ® crore In € crore
302 180

018 014

3.20 1.94

For the year ended

31 Mar 2021 31 March 2020
In € crore In B crore
1.54 157
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26 Employee benefits

BAJAJ FINSERV DIRECT LIMITED
7th ANNUAL REPORT 2020-21

Liability for employee benefits has been delermined by an acluary, appoinled for lhe purpose, in conformily with the principles sel oul in the indian Accounling

Slandard 19 the details of which are as hereunder.

Funded schemes
Gratuity :

The Company provides for gratuily paymentls lo employees The graluily benefil payable to the employees of lhe Company is grealer of the provisions of (he Paymenl
of Graluily Acl, 1972 and lhe Company'’s graluily scheme, Employees who are in conlinuous service for a period of 5 years are eligible for gratuily. The graluily plan is

a funded plan and the Company makes conlribulions to approved gratuily fund

)
As at 31 Mar As at 31 Mar
/Amount recognized in Balance Sheet 2021 2020
__Gratuity Gratuity
Present value ol funded defined benefil obligalion 542 518
Fair value of plan assels (5.89) (3.55)
Net funded obligation (0.47) 1.63
Present value of unfunded defined benefil obligalion = =
Amount not recognized due (o assel limit 002
Net defined benefit liahility / {asset) recognized in balance sheet 10.45)
Expense recognized in the Statement of profit and loss
Currenl service cost 164 142
Inleresl on nel defined benefil liabilily / (assel) 009 003
Taotal expense charged to statement of profit and loss 1.73 1.45
Amaunt recorded as Other Comprehansive Incomo
Opening amount recognized in OCI oulside slalement of profit and loss (0 40) (0.44)
Remeasuremenls during the period due lo
Changes in financial assumplions 0.36 076
Changes in demographic assumplions (2.52) -
Experience adjustmenls (1.18) {0.73)
Aclual relurn on plan assels less interesi on plan assels (0.06) -
Adjustment lo recognize the effecl of assel ceiling 0.02 -
Closing amount recognized in OC| outside statement of profit and loss (3.80) 0.41
As al 31 Mar A at 31 Mar
Reconciliation of net lability | {assel 2021 2020
2pening nel defined benefit liability / (asset) 163 0860
Expense charged to stalemenl of profil and loss 173 1.45
Amount recognized outside slatement of profit and loss (338) 003
Employer conlributions {0.42) (0.18)
Impact of liabilily assumed or (seitled)* - (0,26
Glosting net defined beaefit linbility / (assai) (0.44) 1.63

Movoemant in benofit obligation

fs at 31 Mar As at 31 Mar

Cipening of defined benef obligation

Curtant service cost

Interast on defined benefil obligalion

Remessurements due fo:
Acluarial loss / (gain) arising from change in financial assumptions
Acluarial loss / (gain) arising from change in demographic assumplions
Acluarlal loss / (gain) arising on accouni of experience changes

Benefis paid

Liabililjes assumed / (settled)*

Closing of defined benefil abligstion

2024 2020

518 428
163 1.42
035 0.33
036 076
(252) *

(118) (073
003} (0.15)
163 (0.73)
5.42 58

“ On account of business combination or inter group transfer

{Movement in plan agsats

As at 31 Mar Am ot 31 Mar

Opening fair value of plan assets
Emplayer contribulions
Interest on plan assels
Raimeasuininonts due lo:
Aclual return on plan assels less inleresl on plan assels
{Banulils paid
Assels noguired / (setiled)*

Closing falr valua of plap ansets

2021 2020

355 369
042 016
026 0.30
006 =

(0.03) .15
163 (0.45)
580 3,65

*On pocount ol usiness comlidnatian or inler group transler
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As at 31 Mar As at 31 Mar
|Disaggragation of assats 2021 020

Category of assets
Quoted value
MNon quoted value

Insurer managed funds, 589 355

Grand Total 6,89 3.58
Sensifivily Analysis —
Giraluily is a lump sum plan and Lhe cost of providing these benefils is typically less sensilive to small changes in pli The key ial

azsumplions lo which the benefil obligation resulls are particularly sensilive lo are discount rate and future salary escalallon rale. The following lable summarizes ihe
Imgract in percenlage terms on the reported defined benefil obligalion al the end of Lhe reporting period arising on account of an increase or decrease in the reported
IEsUmMpon by 50 basis points.

As at 31 Mar 2021 As ot 31 Mar 2020
Discount Salary escalalion Discount Salary escalation
Tate rate [l e
Senior staff
Impact of increase in 50 bps on DBO -7.63% 8.06% “7.73% 8.26%
Impact of decrease in 50 bps on DBO 8.35% -7.45% 8.48% -7.60%
Jdunior staft
Impact of increase in 50 b= on DBO -9.54% 10.37% -9.55% 10.47%
Impact of decieasa in 50 bps on BEO 10.75%: -B.32% 10.76% -0 A0%:
These ilivities have been to show the in defined benefit obligation in i ion and ing there are no other changes in market condilions

al lhe accounling date. There have been no changes from the previous periods in the melhods and assumplions used in preparing the sensilivily analyses

Funcling arrangement and policy

The money conlribuled by the Company lo the fund {o finance Lhe liabililies of Ihe plan has to be invesled

Thi truslees of lhe plan have he af It fund Lo fin Insuranca company. The Insurance company i Wm manages thesa Hinds as
p=r (e mandate provided to them by the tnustees snd 1hia assel allocation which is within the parmissible limits preseribed in the insumnece regulations.

Thera s no compulsion on Ihe parl of the Gampany 1o fully pre lund the linbilly of the Flan. Tha Company’s philosophy s 1o lund (he benefits based on s own liguidiy
mnd lax position as well as level ol under funding of the plan.

The expeected contribulion payable to the plan nexd year is § 5000000

'T’rojecled plan cash flow

The lable below shows the expecled cash flow profile of lhe benefits t b paid to te currenl membership of the plan:

Less than Batwesn 1-2 Botwean 2 -6 Over & Total
a year VIS Yiars Yl

31 Mar 2021

Senior slaff 030 0.30 1.18 475 6.53
Junior staff 0.13 015 061 222 3N
31 March 2020

Senior slaff 002 0.03 0.10 897 912
Junior slaff 001 002 0.10 1078 1091

Weighted average duration of defined benefit obligation (in years) AsEtshVay AeEtaMay

2021 2020
Senior Staff 6.96 16.01
Junior Slalf 752 2025
Principal Actuarial Assumptions (Expressed as ﬁeln]ﬂnu Averages)
Discoun rale (p.a) 6.80% 6.80%
Salary escalation rate (p.a) - senior staff 11.77% 10.00%
Salary escalation rale (poa.) - junior staff 9.60% 10.00%
The estimates of future salary i i in i ion, takes inlo accounl, inflation, senlority, promotions and other relevant faclors, such as

demand and supply in the employment marke1

Compensated absences

The

P cover lhe C 's liability for casual and earned leave.

The liability for accumulaled [eave which is eligible for encashmenl wilhin the same calender year is provided for al prevailing salary rale for lhe enlire unavailed leave
balance as al ihe balance sheel date
L

As ot 31 Mar As at 31 Mar
Particulors 2021 2020
Compansated absences mxpeiied 1o be seltlsd 0.37 0.38

Provident fund

L
As at 31 Mar As at 31 Mar
Partloulars 2021 2020
Providant fund paid o government aulhoritios 1.4 140
Id 1o govermiment authoritios 028 ne7
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27 Segment information

The Company operales in only one operating business seument viz Distribution of financial products The Company is operating in only one geographical area ie domeslic Accordingly (here is only one
reporlable busi s hence reporling does nol apply (o the Company
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29 Financial risk management

The Company has operations in India. Whilst risk is inherent in the Company’s activities, it is managed through a risk management framework, including
ongoing identification, measurement and monitoring subject to risk limits and other controls. The Company’s activities expose it to credit risk, liquidity risk and
market risk.

Risk Exposure Arising from Measurement Management
Credit risk Cash and cash equivalents, financial assets Credit ratings Setting limits on the amount of acceptable risk,
measured at amortised cost and fair value diversification of investment limits, dealing with
through profit or loss creditworthy counterparties only
Credit Limit &
Trade receivables Aging analysis No. of overdue days, monitoring of credit limits
Liquidity Risk Other liabilities Maturity Maintaining sufficient cash/cash equivalents and
analysis marketable securities

The Board of Directors provide guiding principles for overall risk management, as well as policies covering specific areas, such as, credit risk, liquidity risk,
and investment of available funds.

A. Credit risk
Credit risk refers to the risk that a counterparty may default on its contractual obligations leading to a financial loss to the Company, Credit risk primarily
arises from cash equivalents, financial assets measured at amortised cost, financial assets measured at fair value through profit or loss and trade
receivables.

Credit Risk Management

In regard to Trade receivables, which are typically unsecured, credit risk is managed through continuously monitoring the credit worthiness of customers
in the normal course of business. Trade receivables consist of regulated entities with stringent regulation on solvency which significantly mitigates credit
risk.

For other financial assets the Company has an investment policy which allows the Company to invest only with counterparties having a credit rating equal
to or above AA+ and P1+. The Company reviews the creditworthiness of these counterparties on an on-going basis.

B. Liquidity Risk
The Company’s principal sources of liquidity are funds infusion from holding company, ‘cash and cash equivalents’ and cash flows that are generated
from operations. The Company believes that its working capital is sufficient to meet the financial liabilities within maturity period,

C. Other risk (Market Risk)
The Company has deployed its surplus funds in debt instruments (including through mutual funds) and money market instruments. The Company is
exposed to price risk on such investments; which arises on account of movement in interest rates, liquidity and credit quality of underlying securities.
The Company has invested its surplus funds primarily in debt instruments mutual funds with AAA & STABLE A1+ rating and thus the Company does not
have significant risk exposure here.
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30 Capital management

Risk management
The Company is cash surplus and has no capital other than Equity. The Company is not exposed to any regulatory imposed capital
requirements.

The cash surpluses are currently invested in income generating debt instruments (including through mutual funds) and money mﬁet
instruments depending on economic conditions in line with the guidelines set out by the management. Safety of capital is of prime
importance to ensure availability of capital for operations. Investment objective is to provide safety and adequate return on the surplus
funds.

The following table summerizes the net capital position of the Company:

31 Mar 2021 31 March 2020
In € crore In ¥ crore
Equity 109.22 98.05
Less: Tangible and other assets 77.24 75.53
Working capital 10.89 1.25
Investments 21.09 21.27

Page 41 of 46



Bajaj Finscrv Direct Limited

Notes to financial statements for the year ended 31 March 2021

31

BAJAJ FINSERV DIRECT LIMITED

7th ANNUAL REPORT 2020-21

Fair value measurement
i) Financial instruments by category

In ¥ crore

31-Mar-21 A1-Mar-20
Amortised Amortised
FVTPL FVOCI Cost FVTPL FVOC1 Cost
Financial assets
Investments
- Liquid mutual funds 21.09 - - 21.27 - -

Trade receivables - 40.87 - 7.60
Other financial assets - - 1,36 - - 1.36
Cash and cash equivalents - - 2.60 - 2,51
Total financial assets 21.09 44.83 21.27 1147
Financial liabilities
Lease liability - 4.62 - 655
Trade payables 457 - - 5.35
Other financial liabilities - 15.49 - - 14,58
Total financial liabilities - - 24.68 - - 26.48
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i) Tair value hicrarchy

This section explains the judgements and estimates made in determining the fair values of the financial instruments that are (a) recognised and measured at fair value and (b)
measured at amortised cost and for which fair values aie disclosed in the financial statements. To provide an indication about (he 1eliability of the inputs used in determining
fair value, the Company has classified its financial instruments into the three levels prescribed under the accounting standard. An explanation of each level follows underneath
the table

In X crore
[Finnm‘lnl nssets measured at fair value - recurring fair value cments at 31 March 2021
|Particulars Notes Level 1 Level 2 Level 3 Total
Financial investments at FVTPL
- Liquid mutual funds 4 21,09 - - 21.09
Total financial assets 21.09 - - 21.09
I % crore
Financial assets measured at fair value - recurring fair value measurements at 31 March 2020
Particulars Notes Level 1 Level 2 Level 3 Total
Financial investments at FVPL
- Liquid mutual funds 4 21.27 - = 21.27
Other financial assets . - » =
Total financial assets 21.27 - - 21.27

There have been no transfers between Level 1 and Level 2
The value of other financial assets is same as their fair value

Valuation principles

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction in the principal (or most advantageous) market at the
measurement date under cuitent market conditions (i ., an exit price), regardless of whether that price is directly observable or estimated using a valuation technique.

In order to show how fair values have been derived, financial instruments are classified based on a hierarchy of valuation techniques, as explained below

Level 1: Level 1 hierarchy includes financial instruments measured using quoted prices in active markets. Quotes would include rates/values/valuation references published
periodically by BSE, NSE etc. basis which trades take place in a linked or unlinked active market. This includes traded bonds and mutual funds, as the case may be, that have
quoted price/rate/value

Level 2: The fair value of financial instruments that are not traded in an active market are determined using valuation techniques which maximise the use of observable market
data (cither directly as prices or indirectly derived from prices) and rely as little as possible on entity-specific estimates. [f all significant inputs required to fair value an
instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3. This is the case for unlisted equity securities,
contingent consideration and indemnification asset included in level 3,

Valuation Technigues used to determine fair value
Valuation Techniques used to determine fair value include

- Open ended mutual funds at NAV's/rates declared and/or quoted

- L
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32 Maturity analysis of assets and liabilities

In X crore
As at
31 Mar 2021 31 March 2020

Particulars Within 12 months After 12 months Within 12 months After 12 months
Assets
Non-current assets
Property, plant and equipment - 10.80 = 14.13
Intangible assets - 67.64 - 66.26
Other financial assets - 1.36 - 1.36
Current assets
Financial assets

Investments 21.09 - 21.27 -

Trade receivables 40.87 - 7.60 -

Cash and cash equivalents 2.60 - 2.51 -
Other current assets 10.18 - 10.47 -
Total 74.74 79.80 41.85 81.75
Liabilities
Non-current liabilities
Financial liabilities

Other financial liabilities - 2.56 - 4.59
Provisions - - - 1.63
Deferred tax liabilities (net) - - -
Current liabilities
Financial liabilities

Trade payables 4.57 - 5.35 -

Other financial liabilities 17.55 - 16.54 -
Other current liabilities 21.83 - 1.31 -
Provisions 0.37 - 0.38 -
Total 44,32 2.56 23.58 6.22
Net 30.42 77.24 18.27 75.53
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33 Share-based payments (Eimployee option plan)

BAJAJ FINSERV DIRECT LIMITED
7th ANNUAL REPORT 2020-21

The Company has adopted the employees stock options plan, 2018 (ESOP Scheme) formulated by its Holding company, for its employees and employees of is
subsidiaries, pursuant to the special resolution passed by shaieholders at the annual general ineeting held on 16 July 2018 The employee stock option plan is designed to
provide incentives to the employees of the company to deliver long-term retums and is an equity settled plan, The ESOP Scheme is administered by the the Board
Participation in the plan is at the Boaids's discretion and no individual has a contractual 1ight to participate in the plan or to receive any guaranteed benefits. Options
granted under ESOP scheme would vest in not less than one year and not more than four years from the date of grant of the options. The Board of the company has
approved grant with related vesting conditions. Vesting of the options would be subject to continuous employment with the company and hence the options would vest
with passage of time. In addition to this, the Board may also specify certain perfonmnance parameters subject to which the options would vest. Such options would vest
when the performance parameters are met. Fair value of options is reimbursed to the parent company amounting to Rs. 4 40 crs which is amortised over the vesting period

Once vested, the options remain exercisable for a period of one year. Options granted under the plan are for no consideration and carry no dividend or voting 1ights. On

exercise, each option is convertible into one equity share of the Holding company

Set out below is a summary of options granted under the plan:

31 March 2021

Particulars Number of options

31 March 2020
Number of options

Opening balance 12,850 -
Granted during the year 217,550 18,800
Excercised during the year - -
Forfeited during the year 1.225 5.950
Closing balance 39.175 12,850

Vested and excercisable =

No options expired dwing the year,

Fair value of options granted
Tranche 1

The fair value at grant date of options granted on 16 May 2019 was Z 1,771 per option. The fair value at grant date is determined using the Black Scholes model which
takes into account the exercise price, the tenn of the option, the share price at grant date and expected volatility of the underlying share, the expected dividend yield and the

risk free interest rate for the term of the option

Tranche II

The fair value at grant date of options granted on 21 May 2020 was Z 1,597 per option. The fair value at grant date is detenmined using the Black Scholes model which
takes into account the exercise price, the term of the option, the share price at grant date and expected volatility of the undertying share, the expected dividend yield and the

risk free interest rate for the term of the option.

The mode! inputs for options granted are as under

Tranche 1
a) options are granted for no consideration and vesting period is: 4 years
b) exercise price: 27,454 70 per option
c) grant date: 16 May 2019
d) expiry date: 15 May 2023
¢) share price at grant date: %7,617.45
f) expected price volatility of the Company's shares: 30.40%
g) expected dividend yield: 0.02%
h) risk-free interest rate: 7.56%

Tranche 11

4 years

% 4,702.05 per option
21 May 2020

20 May 2024
%4,702.05

35.56%

0.05%

6.35%

The expected price volatility is based on the historic volatility (based on the remaining life of the options), adjusted for any expected changes to future

volatility due to publicly available information
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34 Lease

As a lessee

Ind AS 116 - Leases, had become applicable effective annual reporling periad beginning April 1, 2019. The Company had adopted the standard beginning April 1, 2019, using the modified retrospeclive
approach for lransition

Further, as against Jease payments of 2 33 crore (previous year X 2 32 crore), lhe Company has recognized X 0 56 crore (previous year X 0 73 crore) as Finance costs and T 2 00 crore (previous year T 1 99
crore) amoriization of Righl (o use assels

35 Social Security Code

The Indian Parliament has approved the Code on Social Securily, 2020 which subsumes the Providen( Fund and (he Graluity Act and rules there under The Ministry of Labour and Employmenl has also
released draft rules thereunder on 13 November 2020, and has invited suggestions from slakeholders which are under aclive consideration by the Minisiry The Company will evaluale the rules, assess the

impac, if any, and account for the same once the rules are notified and become effeclive

36 Previous year's figures have been regrouped and rearranged wherever necessary to confirm o current year's presentation/classification
In terms of our report of even date On behalf of the Board of Directors
ForSRBC& Co LLP
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