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DIRECTORS’ REPORT

To
The Members,
Volkswagen Finance Private Limited

Your Directors have pleasure in presenting Directors Report of the Company together
with the Audited Financial Statements for the year ended 315t March, 2021.

FINANCIAL PERFORMANCE

The Company's performance during the financial year 2020-21 as compared to the
previous Financial Year is summarized below:

(Rs. In lacs)
Particular Standalone Consolidated
Financial Financial year | Financial Financial
year ended |ended March| year ended| year ended
March 31, | 31, 2020 March 31,| March 31,
2021 2021 2020
Total Income 35,234 48,229 36,909 48,229
Less: Expenditure 32,078 46,456 33,949 46,456
Share of loss of associate - . - (209)
Profit / (Loss) before tax 3,156 1,774 2960 1,564
Less: Tax expense 927 4,220 915 4,220
Profit / (Loss) after Tax 2,229 (2,447) 2,045 (2,656)
Other Comprehensive
Income (net of tax) 1 (8) 1 (8)
Total Comprehensive
Income as per Ind AS 2,230 (2,455) 2,046 (2,664)

OPERATIONAL PERFORMANCE

For the Financial Year ended March 31, 2021, your Company earned a Profit before Tax of
Rs. 3,156 lacs as against Profit of Rs. 1,774 lacs in the previous Financial Year and the
Profit after Tax of Rs. 2,229 lacs as against Loss of Rs. 2,447 lacs in the previous Financial
Year. The Total Income for the year under consideration was Rs. 35,234 lacs and total
expenditure was Rs. 32,078 lacs. The tax expense for the year was Rs. 927 lacs comprising
of current tax of Rs. 809 lacs and deferred tax of Rs. 118 lacs.

The Company intends to continue growing as part of its ROUTE 2025 strategy. A very
important part of this growth strategy is the digitalization of the business model. One of the
first steps in this direction is the strategic investment in acquiring majority shareholding of
67.73% of equity share capital of Kuwy Technology Service Private Limited (Kuwy) in
January 2021. The Company’s core business of wholesale and retail finance has seen a
downturn during the financial year owing unprecedented slump in auto industry. The
Company has maintained steady performance in insurance intermediary and operating lease
business.



During the year under review, the Company met its funding requirements through issue of
Commercial Papers (“CPs”) and Bank borrowings. The aggregate debt (NCDs, CPs and
Bank borrowings) outstanding as on March 31, 2021 was Rs. 137,982 lacs.

CONSOLIDATED FINANCIAL STATEMENTS

As required under Section 129 (3) of the Companies Act, 2013, Consolidated Financial
Statement of the Company and its subsidiary Company Kuwy Technology Service Private
Limited is attached to the Financial Statements. The Consolidated Financial Statements
have been prepared in accordance with Indian Accounting Standard as prescribed under
Section 133 of the Companies Act, 2013 read with the Companies (Indian Accounting
Standards) Rules 2015 as amended. The Audited Consolidated Financial Statements
together with Auditors Report forms part of the Financial Statements. The Consolidated profit
after tax for the year is Rs. 2,045 lacs.

CAPITAL ADEQUACY RATIO

Your Company’s total Capital Adequacy Ratio (CAR), as of March 31, 2021, stood at
46.81% of the aggregate risk weighted assets on balance sheet and risk adjusted value of
the off-balance sheet items, which is well above the regulatory minimum of 15%.

COMPANY PERFORMANCE

Last year VWFS decided to discontinue its retail lending business and continue its retail
presence in the market through strategic investments in Kuwy Technologies Pvt. Ltd. In
addition to above, 2020 was very challenging on account of pandemic and strict lock down
imposed by government leading to drop in overall business. With a focus on Dealer financing
of Volkswagen Group during the Financial Year 2020-21, the Volkswagen Group was
present via Dealer Funding for Volkswagen, Skoda, Audi, Porsche, Lamborghini and Ducati.
Retail Loan book declined substantially by 34% on account of discontinuation of retail
business. Wholesale earning assets also reduced by 5% during 2021, primarily due to no
disbursements towards Truck and Bus, lower DtC’s on account of phase out of models and
Covid-19 pandemic.

Brand wise performance at a glance (as at March 31, 2021) INR Lac

Brands Retails Earning Assets [Wholesale Earning Assets
Volkswagen 66,885 19,687
Audi 42,725 23,589
Skoda 37,980 14,428
Porsche 1,229 5,310
Lamborghini 1,027 3,599
Ducati 301 70
Man 1,309 -

SCANIA 5,113 40,934
Used Car 9,625 -

Other Brand 236 7,313
Total 166,430 114,931
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MANAGEMENT DISCUSSION & ANALYSIS REPORT
The Management Discussion & Analysis Report is enclosed as Annexure ‘A’ to this Report.

REPORT ON PERFORMANCE OF SUBSIDIARIES, ASSOCIATES AND JOINT VENTURE
COMPANIES

In January 2021, the Company has invested Rs. 65.69 crores to acquire 838,239 equity
shares of Rs. 10 each resulting in 67.73 % stake in the equity capital making it a subsidiary
company and subscribed for 99,625 Cumulative Convertible Preference Shares of Rs. 10
each resulting in 100% stake in preference share capital of Kuwy Technology Service
Private Limited (“Kuwy Technology”). Kuwy Technology is one of India’s leading instant
lending digital platform and through this alliance, the Company will now have access to
Kuwy’s Pan India network on car financing. The acquisition of stake is also in line with the
India 2.0 strategy of the Company in a quest to offer better value to the consumer. The
performance of Kuwy Technology and its contribution to overall performance of the
Company is detailed in AOC -1 as Annexure ‘B’ to this Report.

During the year under review, the Company did not have any joint venture company.
Disclosures as specified in para A of Schedule V of Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements) Regulations, 2015 are not applicable to
the Company.

COMPLIANCES PERTAINING TO DOWNSTREAM INVESTMENT

The Company has complied with FEMA provisions pertaining to Downstream Investment in
Kuwy Technology Service Private Limited. In accordance with para 9.7.1 RBI Master
Direction on Foreign Investment in India, the Company has also obtained certificate from
Statutory Auditor and there are no adverse remarks.

DIVIDEND

In the view to conserve resources, your Directors do not recommend any dividend for the year
under review.

TRANSFER TO RESERVES

During the year, the Company transferred Rs. 445.78 lakhs to the Special Reserve under section
45 |C of the Reserve Bank of India Act, 1934.

SHARE CAPITAL
Authorised Share Capital
The Authorised Share Capital of the Company as on March 31, 2021 was INR 16,290,000,000/-

(Indian Rupees Sixteen Billion Two Hundred Ninety Million Only) comprising of 1,629,000,000
equity shares of INR 10/- (Indian Rupees Ten only).



Paid-up Share Capital

The issued and paid-up Equity Share Capital as on March 31, 2021 was INR 11,688,021,440/-
(Indian Rupees Eleven Billion Six Hundred Eighty-Eight Million Twenty-one Thousand Four
Hundred Forty Only) comprising of 1,168,802,144 equity shares of INR 10/- (Indian Rupees Ten
only).

The Company has neither issued any equity shares including shares with differential rights as to
dividend, voting or otherwise, nor has issued any sweat equity, Employee Stock Options, during
the year under review.

CREDIT RATINGS

India Ratings and Research (Ind-Ra) has affirmed the Company’s Long-Term Issuer Rating at
‘IND AAA’/Stable and Short-Term Issuer Rating at ‘IND A1+'/Stable.

DEPOSITS

The Company is registered as Non-Deposit Accepting Non-Banking Financial Company
(NBFC ND) with Reserve Bank of India. The Company did not hold any public deposits at
the beginning of the year nor has it accepted any public deposits during the year under
review. Further, the Company is exempt from the provisions of Chapter V of the Companies
Act, 2013 read with the relevant Rules pertaining to public deposits.

MATERIAL CHANGES AND COMMITMENTS

The impact of Covid-19 and its second wave has been disruptive on the operations of the
Company. With dealer showrooms being closed in the months of April and part of May,
individual loan disbursements as well as dealer finance business have continued to be
impacted. The employees of the Company continue to work from home since March 17,
2020. Recovery efforts were hampered since March 2021, which is resulting in an increase
in non-performing loans. In accordance with the directions by the Reserve Bank of India, the
Company is in the process of offering resolution framework 2.0 to eligible customers.
However, the situation is still exceptional and is changing dynamically, the future impact on
Company’s operations is yet to be seen.

DISCLOSURE OF INTERNAL CONTROLS / INTERNAL FINANCIAL CONTROLS

As part of the internal control framework, the management has developed extensive policies
and procedures through the Local Organizational Hand Book (L-OHB) for ensuring the
orderly and efficient conduct of its business. The Company has set up Process Management
function to design processes and workflow that maximize efficiency, maintain high levels of
customer experience, and comply with regulatory and audit requirements. The Company has
established risk measurement and evaluation procedures in line with Volkswagen Group
guidelines. In order to mitigate operational risks, the Company has put in place extensive
internal controls which includes audit trails, appropriate segregation of operations to ensure
maker-checker concept at each stage, post transaction monitoring processes at the back
end to ensure independent checks and balances, adherence to the laid down policies and
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procedures of the Company and to all applicable regulatory guidelines. The monitoring and
reporting of frauds is undertaken by Risk Management department and the Board reviews
the fraud report on quarterly and annual basis recommending various measures for system
and process corrections. The fraud cases involving Rs.25 lacs and above are monitored and
reviewed by the Audit Committee of the Board to ensure adequate assessment of punitive or
preventive aspects of frauds. The Company has internal financial control system that was
operating effectively as on March 31, 2021.

The Internal Audit function of the Company acts as an independent appraisal function by
examining and evaluating the adherence to Company’s policies, safeguarding of its assets,
controls over accuracy and completeness of the accounting records. Internal Audit assists
the Management and the Board of Directors in assessing and assuring the adequacy and
effectiveness of internal controls and risk management by performing regular audits within
the Company according to its annual plan.

Further, Internal Control and Assurance department along with external party carries out
evaluation of Internal Financial Controls of the Company on an annual basis. Report on the
same is discussed at the Audit Committee and suggestions provided by the evaluator and
Committee is noted by the Management. Adequate Financial Controls are operative for all
the business activities of the Company during the review. The Company has also
implemented Compliance Management System for effective monitoring of applicable
regulatory requirements.

The Board is of the view that the preparation of Financial Statements for external purposes
is in accordance with relevant accounting standards and regulatory requirements.

SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE REGULATORS OR COURTS
OR TRIBUNALS

No orders have been passed by any Regulator or Court or Tribunal which can have impact
on the going concern status of the Company and its future operations.

PARTICULARS OF CONTRACTS OR ARRANGEMENT WITH RELATED PARTIES

All related party transactions that were entered during the financial year were on an arm’s
length basis and were in the ordinary course of business. During the year, the Company had
not entered into any contract/ arrangement/ transaction with related parties which could be
considered material in accordance with the Policy on Related Party Transactions. Pursuant
to section 134(3) (h) read with Rule 8(2) of the Companies (Accounts) Rules, 2014, there are
no transactions to be reported under Section 188(1) of the Companies Act, 2013.

The policy on Related Party Transactions as approved by the Board is annexed as Annexure
‘C’ and is also uploaded on the Company’s website.

PARTICULARS OF LOANS, GUARANTEES, INVESTMENTS AND SECURITIES

For the Financial Year ended March 31, 2021, the provisions of section 186 of the Act,
except sub section 1, are not applicable to the loans, guarantees and securities made by the
Company as it is established with the object of and engaged in the business of financing
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industrial enterprises.
DISCLOSURE UNDER OTHER SECTIONS OF THE COMPANIES ACT, 2013

During the year under review, the Company has not issued any shares under Section 43, 54
and 62 of the Act and hence no information as per provisions of the Act read with the
Companies (Share Capital and Debenture) Rules, 2014 is furnished.

Further, there has been no change in the capital structure of the Company during the year
under review.

DISCLOSURE UNDER RBI DIRECTIONS ON CORPORATE GOVERNANCE

The disclosure requirement including credit rating, under Sub-regulation 2 of Regulation 70
of the Master Directions - Non-Banking Financial Company - Systemically Important Non-
Deposit taking Company and Deposit taking Company (Reserve Bank) Directions, 2016 are
forming part of the notes to accounts.

DISCLOSURE UNDER LIQUIDITY RISK MANAGEMENT FRAMEWORK

As required under Liquidity Risk Management Framework for Non-Banking Financial Companies
and Core Investment Companies issued by RBI on November 04, 2019, disclosure of liquidity risk
in desired format is available on Website of the Company at Compliance (vwfs.co.in).
Information as on March 31, 2021 is also available at Investor Information (vwfs.co.in)

MATTERS RELATED TO DIRECTORS AND KEY MANAGERIAL PERSONNEL
The Board of Directors of the Company consists of judicious mix of Independent and Non
Independent Directors who collectively steer the Company in attaining its corporate

objectives.

Following is the composition of the Board of Directors as on March 31, 2021:

Sr. No | Name of Directors Designation

1. Mr. Ashish Deshpande Managing Director and Chief Executive Officer
2. Mr. Jorg Thielemann Additional Director

3. Mr. Norbert Dorn Non-Executive Director

4. Ms. Rupa Vora Independent Director

5. Mr. Jambunathan Subramanian | Independent Director

None of the Non-Executive Directors and Independent Directors had any pecuniary
relationships or transactions with the Company during the year under review except receipt
of sitting fees.

During the year under review, the following changes took place in composition of the Board
of Directors & Key Managerial Personnel of the Company:


https://www.vwfs.co.in/Compliance.html
https://www.vwfs.co.in/investor-information-New.html#reports_and_notices

a. Board of Directors

In order to have good mix of backgrounds, capabilities and experience to provide guidance
to the Company’s strategic and operating issues, the Company has continued having
Independent Directors as Board members which is no longer a statutory requirement for
Company.

e Appointments

Upon recommendation of Nomination & Remuneration Committee and the Board of
Directors, the Board of Directors have appointed Mr. Jorg Thielemann (DIN 09037877) as an
Additional Director of the Company with effect from March 01, 2021 in non-executive
capacity.

Mr. Thielemann has more than 24 years of experience at a financial services provider and
bank of the automotive industry, with more than 8 years of assignments abroad. He has
been a Project Manager for implementing KUWY (India) and is currently the member of the
senior management and supervisory board Volkswagen group

It was proposed to appointment Mr. Thielemann as Managing Director and CFO effective
from March 01, 2021, however due to some technical issues he could not assume the
responsibilities of MD & CFO until he can travel to India. Owing to uncertainty of travel due
to pandemic situation, the resolution for his appointment as MD & CFO could not be acted
upon.

Further, upon recommendation of Nomination & Remuneration Committee and the Board of
Directors, Mr. Ralf Teichmann (DIN 09107391) has been appointed as an Additional Director
(Non-Executive) of the Company with effect from April 01, 2021.

Mr. Teichmann holds degree of Business Economist (Diplom Betriebswirt (FH)) and has
more than 25 years of experience in the field of finance within Volkswagen Group. He is
currently Regional Manager Asia having overall market responsibility for China and Taiwan.
He has been a member of Supervisory Board of VW Bank Polska and Member of
Supervisory Board of Volkswagen Finanéné sluzby Slovensko s.r.o., Bratislava.

e Resignations

Mr. Gokhan Cinar resigned as Managing Director and CFO of the Company w.e.f February
28, 2021. As per the term of agreement, the tenure of Mr. Gokhan Cinar was expiring on
June 30, 2021. However, Mr. Cinar requested to be relieved of his duties w.e.f February 28,
2021 due to personal reasons.

Mr. Norbert Dorn resigned as Director of the Company w.e.f March 31, 2021.

The Board of Directors places on record its sincere appreciation for contribution made by Mr.
Gokhan Cinar and Mr. Norbert Dorn during their tenure as Directors of the Company.



e Declaration by Independent Directors

All Independent Directors have given declarations that they meet the criteria of
Independence as laid down under Section 149(6) of the Companies Act, 2013 and have
complied with the Code for Independent Directors prescribed in Schedule IV to the Act.

The Company has also received confirmations from Independent Directors pertaining to
inclusion of their name in the Data Bank. The Board is of the opinion that the Independent
Directors appointed during the year possess integrity, expertise and experience.

e Fit and Proper Criteria & Code of Conduct

All the Directors meet the fit and proper criteria stipulated by the Reserve Bank of India
(“RBI”). All the Directors of the Company have affirmed compliance with the Code of
Conduct of the Company.

b. Key Managerial Personnel

Mr. Gokhan Cinar resigned as Managing Director and CFO of the Company w.e.f February
28, 2021. As per the term of agreement, the tenure of Mr. Gokhan Cinar was expiring on
June 30, 2021. However, Mr. Cinar requested to be relieved of his duties w.e.f February 28,
2021 due to personal reasons.

Ms. Harshada Pathak resigned as the Company Secretary & Compliance Officer of the
Company w.e.f April 05, 2021 and Ms. Jinal Visrodia was appointed as the Company
Secretary & Compliance Officer of the Company w.e.f. June 28, 2021.

DIRECTORS’ RESPONSIBILITY STATEMENT

In terms of Section 134(3)(c) of the Companies Act, 2013, your Directors confirm that to the
best of their knowledge and belief and according to the information and explanations
obtained by them -

(i) in the preparation of the annual accounts for the year ended March 31, 2021, the
applicable accounting standards have been followed and there are no material
departures in adoption of these standards;

(i) appropriate accounting policies have been selected and applied consistently and
judgments and estimates that are reasonable and prudent has been made so as to
give a true and fair view of the state of affairs of the Company as at March 31, 2021
and of the loss of the Company for that year;

(iii) proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provisions of this Act have been taken for safeguarding the assets
of the Company and for preventing and detecting fraud and other irregularities;

(iv) the annual accounts for the year ended March 31, 2021 have been prepared on a
going concern basis;



(v) the internal financial controls to be followed by the Company have been laid down and
that such internal financial controls are adequate and were operating effectively

(vi) proper systems have been devised to ensure compliance with the provisions of all
applicable laws and that such systems were adequate and operating effectively.

DISCLOSURES RELATED TO BOARD, COMMITTEES AND POLICIES

Board Meetings

The Board of Directors met 4 times during the financial year ended 31t March 2021 in
accordance with the provisions of the Act and rules made there under and the dates on
which they met during the financial year under review are as under:

Sr. No | Date of the Board Meeting

1. July 30, 2020

2. November 09, 2020

3. December 11, 2020

4 January 28, 2021

Sr. No | Name of Directors Number of Meetings attended
1 Mr. Gokhan Cinar 4
2 Mr. Ashish Deshpande 4
3 Mr. Norbert Dorn 4
4 Ms. Rupa Vora 4
5 Mr. Jambunathan Subramanian 4
6 Mr. Jorg Thielemann® 0

*Appointed as Additional Director w.e.f March 01, 2021

Committees of the Board

The Company has various Committees which have been constituted with specific terms of
reference/scope to focus effectively on issues and ensure expedient resolution of diverse
matters and the same are in compliance with the requirements of the relevant provisions of
applicable laws and statutes. The Composition and other details of statutory Committees are
as follows:

a. Audit Committee:

The Company has a duly constituted Audit Committee in compliance Chapter XI of Master
Direction - Non-Banking Financial Company - Systemically Important Non-Deposit taking
Company and Deposit taking Company (Reserve Bank) Directions, 2016.The scope of the
Audit Committee inter alia includes, examination of the financial statement and the auditors’
report thereon, approval or any subsequent modification of transactions of the Company with
related parties; recommending to the Board the appointment, remuneration and terms of
appointment of auditors of the Company, oversight of the Company’s financial reporting
process and vigil mechanism and review of Internal Audit Reports.
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Composition of the Audit Committee as on March 31, 2021:
1. Mr. Norbert Dorn, Non- Executive Director
2. Ms. Rupa Vora, Independent Director

3. Mr. Jambunathan Subramanian, Independent Director

Meetings held during the Financial Year 2020-21:

Sr. No | Date of the Meeting
1. July 30, 2020

2. November 09, 2020
3. January 28, 2021

Attendance record:

Sr. No | Name of Directors Number of Meetings attended
1. Mr. Norbert Dorn 3
2. Ms. Rupa Vora 3
3. Mr. Jambunathan Subramanian 3

b. Nomination and Remuneration Committee:

The Company has constituted Nomination and Remuneration Committee in accordance with
Chapter Xl of Master Direction - Non-Banking Financial Company - Systemically Important
Non-Deposit taking Company and Deposit taking Company (Reserve Bank) Directions, 2016
which has been authorized to establish the criteria for selection to the Board, to evaluate the
proposed candidate on fit and proper criteria as may be prescribed by RBI.

Composition of the Nomination & Remuneration Committee as on March 31, 2021:
1. Mr. Norbert Dorn, Non-Executive Director
2. Ms. Rupa Vora, Independent Director

3. Mr. Jambunathan Subramanian, Independent Director

Meetings held during the Financial Year 2020-21:

Sr. No | Date of the Meeting
1. December 11, 2020
2. January 28, 2021

Attendance record:

Sr. No | Name of Directors Number of Meetings attended
1. Mr. Norbert Dorn 2
2. Ms. Rupa Vora 2
3. Mr. Jambunathan Subramanian 2
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The Company has followed the procedure where evaluation of Directors’ individual
performance, evaluation of performance of Board and its Committees is carried by the
Board of Directors. Additionally, evaluation of performance of Non-Independent Directors
is carried out by Independent Directors at their separate meeting.

The Remuneration Policy sets out the guidelines for the Remuneration of the Directors and
Key Managerial Persons of the Company. Guideline on Director's Appointment and
Remuneration defines the overall framework for determining appointment of Directors,
which includes qualifications, positive attributes, fit and proper criteria and Independence
and evaluation methodology. During the year, the Company’s existing policies i.e.,
Remuneration Policy and Guideline on Director's Appointment and Remuneration has
been amended to align with statutory amendments regarding inclusion of outcome of the
online proficiency test conducted by the notified Institute in the evaluation criteria for
appointment of Independent Directors.

The said policies are available on the website of the Company at following link:
https://www.vwfs.co.in/Compliance.html

c. Corporate Social Responsibility (CSR) Committee:

The Corporate Social Responsibility (CSR) Committee monitors the CSR Policy of the
Company and allocates the amount of expenditure to be incurred on CSR activities as
enumerated in Schedule VIl to the Companies Act, 2013. The CSR Policy of the Company
defines the overall framework of CSR, the Policy has been amended to include changes in
Schedule VII to the Companies Act, 2013, as amended from time to time.

Composition of the Corporate Social Responsibility Committee as on March 31, 2021
1. Mr. Ashish Deshpande, Managing Director & CEO
2. Ms. Rupa Vora, Independent Director

3. Mr. Jambunathan Subramanian, Independent Director

Meetings held during the Financial Year 2020-2021:

Sr. No | Date of the Meeting
1. July 30, 2020
2. November 09, 2020

Attendance record:

Sr. No Name of Directors Number of Meetings attended
1 Mr. Ashish Deshpande 2
2 Ms. Rupa Vora 2
3 Mr. Jambunathan Subramanian 2
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https://www.vwfs.co.in/Compliance.html

Update on CSR activities of the Company for F.Y. 2020-21

The Company was required to spend Rs.72,13,241/- on CSR activities for the financial year
2020-21.

During the year, the Company has spent Rs. 75,00,304/- on CSR activities. The excess
amount spent on CSR during the year was Rs. 287,063/-. The administrative expenses
incurred of Rs. 113,136/- in excess of 5% of the CSR spend has not been considered for
set-off and Rs. 1,73,927/- has been carried forward to F.Y 2021-22 as excess spent.

The Company is committed towards undertaking CSR activities in furtherance of the
objectives of its CSR Policy with the help of NGO partners and CSR Team consisting
employee volunteers.

The Annual Report on CSR activities has been enclosed as Annexure “D”.

The Policy is also available on the website of the Company at following link:
https://www.vwfs.co.in/Compliance.html

Social impact and Employee Engagement of CSR Activities of the Company
I. Watershed Organization Trust (WOTR)

The Company has partnered with Watershed Organization Trust (WOTR) — Maharashtra for
participatory watershed development and eco-systems restoration, adaptive sustainable
agriculture, integrated and efficient water management, and climate change adaptation, with
a special emphasis on vulnerable communities, farmers, and women. The project is being
implemented in 3 villages in Karauli district, Rajasthan.

The objectives of the project are:

= Sustainable and inclusive approaches for soil conservation, regeneration of degraded
lands and

= improved soil health, availability of water for irrigation and better livestock management
are being planned for enhanced overall productivity; Enhance the capacities of the
village level institution to become proactive catalyst in the development endeavors of
their own village through training and awareness generation.
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II. PM Cares

Considering the global pandemic situation, a contribution was made to PM Cares Fund for
the overall national welfare

d. Asset and Liability Management Commiittee:

The Company has duly constituted the Asset and Liability Committee to monitor the asset
liability framework of the Company in accordance with RBI guidelines in this regard. The
Minutes of the Asset and Liability Committee are regularly placed before the Board for
oversight.

Composition of the Asset Liability Management Committee as on March 31, 2021:

Mr. Ashish Deshpande, Managing Director & CEO

Ms. Minal Shah, Head of Risk Management

Mr. Dinesh Kulkarni, Head of Treasury & Controlling

Mr. Rahul Pimpale, Head of Credit Assessment

Ms. Harshada Pathak, Company Secretary & Compliance Officer

aokrowbd-~

Meetings held during the Financial Year 2020-21:

Sr. No | Date of the Meeting
1. June 22, 2020

2. September 28, 2020
3. December 16, 2020

4 March 22, 2021

Attendance record of Board Members:

Sr. No | Name of Directors Number of Meetings attended
1. Mr. Ashish Deshpande 4
2. Mr. Gokhan Cinar* 3

*Resigned as Managing Director and CFO w.e.f. February 28, 2021

e. Risk Management Committee & Framework:

The Company as part of its Risk Management Framework continuously identifies, assesses
and manages its strategic/market, equity, credit, liquidity, operational, compliance, legal and
reputational risk etc., also ensures that appropriate frameworks for risk management operate
in the Company. Thereby, it adequately identifies and addresses the elements of risk faced
by the business. The said Risk Management Framework has been adopted by the Board of
Directors as the Risk Management Policy of the Company under the regulatory requirement.

The Company has constituted a Risk Management Committee in accordance with RBI
directions in this regard. The Company has also conducted ‘Money Laundering (ML) and
Terrorist Financing (TF) Risk Assessment’ exercise in line with KYC Master Directions
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issued by RBI to identify, assess and take effective measures to mitigate its money
laundering and terrorist financing risk for clients, countries or geographic areas, products,
services, transactions or delivery channels, etc.

Composition of the Risk Management Committee as on March 31, 2021:
1. Mr. Ashish Deshpande, Managing Director & CEO

2. Ms. Minal Shah, Head of Risk Management

3. Mr. Rahul Pimpale, Head of Credit Assessment

4. Ms. Harshada Pathak, Company Secretary & Compliance Officer

Meetings held during the Financial Year 2020-21:

Sr. No | Date of the Meeting
1. April 29, 2020

2 August 21, 2019

3 October 28,2020

4 January 27, 2021

Attendance record of Board Members:

Sr. No | Name of Directors Number of Meetings attended
1. Mr. Gokhan Cinar 4
2. Mr. Ashish Deshpande 4

The Minutes of the Risk Management Committee are regularly placed before the Board for
oversight.

f. Infformation Technology (IT) Strateqgy Committee:

In accordance with the Master Directions - Information Technology Framework for the NBFC
Sector, 2017 issued by RBI, the Board has formulated the IT Strategy Committee which
focuses focus on IT Governance, IT Policy, Information & Cyber Security, IT Operations, IS
Audit, Business Continuity Planning and IT Services Outsourcing. The Committee has been
reconstituted on January 28,2021 to include Mr. Jorg Thielemann upon resignation of Mr.
Gokhan Cinar. The reconstitution is effective from March 01, 2021 subject to appointment of
Mr. Thielemann as MD and CFO. Due to some technical issues, Mr. Thielemann could not
assume the responsibilities of MD & CFO until he can travel to India. Owing to uncertainty of
travel due to pandemic situation, the resolution for his appointment as MD & CFO Could not
be acted upon. The Committee has been reconstituted on February 24, 2021 to include Ms.
Isha Agarwal, Chief Information Officer.

Composition of the IT Strategy Committee as on March 31, 2021:
1. Ms. Rupa Vora, Independent Director and Chairperson of the Committee

2. Mr. Ashish Deshpande, Managing Director and CEO
4. Ms. Isha Agarwal, Chief Information Officer
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Meetings held during the Financial Year 2020-21:

Sr. No | Date of the Meeting
1. September 25, 2020
2. March 17, 2021

Attendance record of Board Members:

Sr. No | Name of Directors Number of Meetings attended
1. Mr. Ashish Deshpande 2
2 Ms. Rupa Vora 2

VIGIL MECHANISM

The Company encourages a free and open culture in its dealings with its employees,
vendors, business partners and hence has established Whistle Blowing system which serves
as vigil mechanism as envisaged in section 177 (9) of the Companies Act, 2013, for the
directors and employees to report their genuine concerns or grievances about unethical
behaviour, actual or suspected fraud or violation of the law or company’s code of conduct.
The whistle blowing mechanism provides for adequate safeguards against victimization of
persons who use such mechanism and is monitored by the Audit Committee. No alerts were
received by the Company through Whistle Blowing system during the Financial Year 2020-
21. The Policy is available on the website of the Company at following link:
https://www.vwfs.co.in/Compliance.html

ANNUAL EVALUATION OF DIRECTORS, COMMITTEES AND BOARD

The formal annual evaluation of the performance of the Board and that of its Committees
has been carried out through a structured evaluation process covering various aspects of the
Board’s functioning such as the Board structure & composition, effectiveness of Board
processes, information flow and functioning, quality of relationship between the Board and
the Management, establishment and delineation of the responsibilities to Committees etc.
The performance of individual Directors was evaluated on parameters such as professional
conduct, performance of duties, role and function, contribution to the
Board/Committees/Senior management etc. by peer review and self-evaluation process.

The Directors were satisfied with the evaluation results, which reflected the overall
engagement of the Board and its Committees with the Company.

DISCLOSURE UNDER SECTION 197(12) OF THE COMPANIES ACT, 2013 AND OTHER
DISCLOSURES AS PER RULE 5 OF COMPANIES (APPOINTMENT & REMUNERATION
OF MANAGERIAL PERSONNEL) RULES, 2014:

The disclosures as required under Section 197(12) of the Companies Act, 2013 read with
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014 forms a
part of this Report and the details are mentioned below:
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Details under Rule 5(1) of Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014

(i) The ratio of the remuneration of each director to the median remuneration of the
employees of the Company for the financial year is given as Annexure ‘E’. Independent
Directors do not receive any remuneration from the Company apart from sitting fees.

(i) The percentage increase in remuneration of Chief Executive Officer is 0%, Chief
Financial Officer is 0% and that for Company Secretary is 0%.

(i) The percentage increase in the median remuneration of employees in the financial year
is 35%. The increments as on April 2021 has been awarded to the employees overall at
10%.

(iv) The number of permanent employees on the rolls of Company as on March 31, 2021:
134.

(v) Average percentile increase already made in the salaries of employees other than the
managerial personnel in the last financial year and its comparison with the percentile
increase in the managerial remuneration and justification thereof and point out if there
are any exceptional circumstances for increase in the managerial remuneration; The
average percentile increase made in the salaries of employees other than Managerial
Personnel in the last financial year was 10% as compared to an average of 0% for
Managerial Personnel

(vi) It is hereby confirmed that the remuneration paid to Directors and KMPs is as per the
Remuneration Policy approved by the Nomination & Remuneration Committee.

Details under Rule 5(2) of Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014

Please refer table in Annexure ‘E’ for the details under Rule 5(2) of Companies (Appointment
and Remuneration of Managerial Personnel) Rules, 2014.

Payment of Remuneration / Commission to Directors from holding company

The Managing Directors of the Company are not in receipt of remuneration/commission from
the holding Company.

AUDITORS AND REPORTS
The matters related to Auditors and their Reports are as under:

Statutory Auditors

The shareholders of the Company at their Annual General Meeting held on July 16, 2019
have appointed M/s S. R. Batliboi & Co. LLP, Chartered Accountants (Firm Registration No.
301003E/E300005) as Statutory Auditors of the Company for a period of 5 years from the
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conclusion of Tenth Annual General Meeting until conclusion of Fifteenth Annual General
Meeting. The Auditors have confirmed that they are not disqualified within the meaning of
Sections 139 and 141 of the Companies Act, 2013, read with Companies (Audit and
Auditors) Rules, 2014 to continue as the Statutory Auditors of the Company.

Observations of Statutory Auditors on Accounts for the year ended March 31, 2021

The Statutory Auditors report on standalone financial statement does not contain any
observation or qualification requiring explanation or comments from the Board under Section
134(3) of the Act. The Statutory Auditors have given unmodified opinion on audit of
standalone and consolidated financial statements of the Company for the year ended
March 31, 2021 and Companies (Audit Report) Order, 2016.

The Auditors qualification on reporting on subsidiary’s internal financial control system has
been appropriately dealt with in note no. 44 of the notes to the Consolidated Financial
Statements

The Statutory Auditors have not reported any incident of fraud to the Audit Committee of the
Company in the year under review.

SECRETARIAL AUDIT REPORT FOR THE YEAR ENDED MARCH 31, 2021

Provisions of Section 204 read with Section 134(3) of the Act, mandates to obtain Secretarial
Audit Report from Practicing Company Secretary. M/s. Aashish K. Bhatt & Associates,
Practicing Company Secretaries had been appointed to carry on the Secretarial Audit and
provide a Secretarial Audit Report for the financial year 2020-21.

Secretarial Audit Report issued by M/s. Aashish K. Bhatt & Associates, Practicing Company
Secretaries in Form MR-3 for the financial year 2020-21 forms part to this report.

With regard to the observations made in the Secretarial Audit Report, the approval in the
limits of Managing Directors has been done considering urgency of the matter which has
been noted by the Board at its subsequent Meeting. The compliance with setting up of IPV6
platform have been implemented in the Mumbai data center in the month of May 2021. The
delay in filing returns and information with regulators is procedural in nature. The vacancy in
the position of Designated Director to be filled upon appointment of Managing Director and
CFO. The excess spent of administrative overheads has been adjusted against the excess
CSR spent.

The Secretarial Auditors have not reported any incident of fraud to the Audit Committee of
the Company in the year under review.

COST RECORDS
Maintenance of cost records as specified by the Central Government under section 148(1) of
the Companies Act, 2013, is not required by the Company as the Company does not fall

under the ambit of prescribed class of Companies who are required to make and maintain
cost records.
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OTHER DISCLOSURES

Other disclosures as per provisions of Section 134 of the Act read with Companies (Accounts)
Rules, 2014 and allied laws are furnished as under:

ANNUAL RETURN

Pursuant to the provisions of Section 134(3)(a) of the Act, Annual Return in Form MGT-7
referred to in sub-section (3) of section 92 will be available on the website of the Company at
following link: https://www.vwfs.co.in/investor-information-New.html

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN
EXCHANGE EARNINGS AND OUTGO

There are no details to be disclosed under the provisions of Section 134(3)(m) of the Act
read with Rule 8 of the Companies (Accounts) Rules, 2014 in respect of conservation of
energy and technology absorption having regard to the nature of activities undertaken by the
Company during the year under review.

During the year under review, the Company has incurred foreign exchange gain (Net) of Rs.
40.21 lacs. Refer note no. 20 of the notes to Financial Statements for details on use of
foreign exchange.

DISCLOSURE UNDER THE SEXUAL HARASSMENT OF WOMEN AT WORKPLACE
(PREVENTION, PROHIBITION AND REDRESSAL) ACT, 2013

The Company has in place an Anti-Sexual Harassment Policy in line with the requirements
of the Sexual Harassment of Women at Workplace (Prevention, Prohibition and Redressal)
Act, 2013. The Company has set up an Internal Complaints Committee to redress the
complaints received regarding sexual harassment and has complied with all the provisions
relating to its constitution under the Sexual Harassment of Women at Workplace
(Prevention, Prohibition and Redressal) Act, 2013. All employees (Permanent, contractual,
temporary, trainees) are covered under this policy. The Internal Complaints Committee
reports to the Audit Committee of the Company, which in turn reports to Board of Directors of
the Company.

The Company has not received any sexual harassment complaint during the year 2020-21.

DISCLOSURE PERTAINING NON CONVERTIBLE DEBENTURES

The Secured, Redeemable, Non-convertible Debentures issued by the Company are listed
on BSE Limited. During the financial year under review, the Company has not issued
Secured, Redeemable Non-Convertible Debentures. The Company has, during the year,
redeemed 1300 Crores Secured, Redeemable Non-Convertible Debentures of Rs.
10,00,000 each as mentioned below. Vistra ITCL (India) Limited (formerly known as IL&FS
Trust Company Limited) has been appointed to act as the trustee for the Debenture holders
for these issues.

Sr. Maturity Amount
No. | Particulars Availed Date | Maturity Date | (Rs.)

VWFPL NCD 'A'" 02 FY
1 2015-16 29-May-15 29-May-20 2,000,000,000.00
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VWFPL NCD B FY 2017-

2 18 12-Jun-17 19-Jun-20 1,000,000,000.00
VWFPL NCD C FY 2017-

3 18 11-Jul-17 13-Jul-20 3,000,000,000.00
VWFPL NCD E FY 2017-

4 18 5-Dec-17 31-Aug-20 1,500,000,000.00
VWFPL NCD D FY 2017-

5 18 11-Sep-17 11-Sep-20 2,500,000,000.00
VWFPL NCD F FY 2017-

6 18 5-Dec-17 4-Dec-20 1,500,000,000.00
VWFPL NCD A FY 2019-

7 20 30-Aug-19 18-Feb-21 1,500,000,000.00

The contact details of the debenture trustees are mentioned below:

Vistra ITCL (India) Limited

(formerly known as IL&FS Trust Company Limited)
ILFS Centre, Plot C-22, G-Block, 7th Floor

Bandra Kurla Complex, Bandra (East),

Mumbai - 400 051

Contact No 022-2659 3150

Website: www.vistraitcl.com

COMPLIANCE WITH APPLICABLE SECRETARIAL STANDARDS

The Company has complied with the applicable Secretarial Standards viz. SS-1 and SS-2
during the year 2020-21.

ACKNOWLEDGEMENTS AND APPRECIATION

Your Directors take this opportunity to thank the customers, employees, shareholders,
suppliers, bankers, business partners/associates, financial institutions and Central and State
Governments for their consistent support and encouragement to the Company.

For and on behalf of the Board

SD /- SD /-
Ashish Deshpande Jorg Thielemann
Managing Director & CEO Additional Director
DIN: 08314277 DIN: 09037877

Date: August 26, 2021
Place: Mumbai

Registered Office

3rd Floor, Wing - A, Silver Utopia,

Cardinal Gracious Road, Chakala, Andheri (East), Mumbai- 400099
CIN : U65999MH2009FTC189640

Tel No. +91 22 39521000; Fax No. +91 3952 1001
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Annexure ‘A’
MANAGEMENT DISCUSSION & ANALYSIS REPORT
INDUSTRY STRUCTURE AND DEVELOPMENTS

Since the Company is in captive finance segment catering to finance of vehicles
manufactured by Volkswagen Group, its progress is closely aligned to the development of
automobile industry unlike other NBFCs.

Business Environment for Automobile Industry
Production

The industry produced a total of 1,52,71,519 vehicles including Passenger Vehicles,
Commercial Vehicles, Three Wheelers, Two Wheelers and Quadricycle in April-March 2021
as against 2,17,68,502 in April-March 2020 with a decline of (-)29.85%

Domestic Sales

e Passenger Vehicles sales was 23,86,316 units in April-March 2021, compared to
27,73,514 units in April-March 2020, down by (-)13.96%.

e Commercial Vehicles sales was 4,48,914 units in April-March 2021, compared to
8,81,114 units in April-March 2020, down by (-)49.05%.

e Three-wheeler sales was 2,58,174 units in April-March 2021, compared to 7,19,594
units in April-March 2020, down by (-)64.12%.

e Two-wheeler sales was 1,15,33,336 units in April-March 2021, compared to
1,68,38,965 units in April-March 2020, down by (-)31.51%.

Automobile Domestic Sales Trends

Category 2016-17 2017-18 ‘ 2018 -19 2019 -20 2020-21
Passenger 30,47,582 32,88,581 33,77,389 27,73,514 23,86,316
Vehicle

Commercial | 7,14,082 8,56,916 10,07,311 8,81,114 4,48,914
Vehicle

Three 5,11,879 6,35,698 7,01,005 7,19,594 2,58,174
Wheelers

Two 1,75,89,738 2,02,00,117 | 2,11,79,847 | 1,68,38,965 | 1,15,33,336
Wheelers

Quadricycles | 0 0 627 NA NA

Grand Total | 2,18,63,281 2,49,81,312 | 2,62,66,179 | 2,15,47,552 | 1,46,26,740

Source: Federation of Automobile Dealers Associations, India
PRODUCT WISE PERFORMANCE

The Product wise performance of the Company is elaborated in the Directors Report.
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OUTLOOK, OPPORTUNITIES AND THREATS

Considering the focus of the Volkswagen Group on the Indian automotive market with its
India 2.0 strategy, the company continuous to remain strategically important. The Wholesale
funding and overall business strategy of the Company is under discussion and is expected to
be finalized by the end of calendar year 2021.

RISKS AND CONCERNS

Credit risk, Market risk, Operational risk, Compliance Risk and Liquidity risk are the key risks
inherent to the business of the Company. The Company has established a robust risk
management framework to manage these risks and is continuously engaged in reinforcing
risk management practices.

INTERNAL CONTROL SYSTEMS AND THEIR ADEQUACY

Internal control systems and their adequacy is more elaborately discussed in the Directors’
Report.

DISCUSSION ON FINANCIAL PERFORMANCE WITH RESPECT TO OPERATIONAL
PERFORMANCE

Financial Performance and operational performance form part of the Directors’ Report.

MATERIAL DEVELOPMENTS IN HUMAN RESOURCES FRONT, INCLUDING NUMBER
OF PEOPLE EMPLOYED

There has been no material development in human resources front during the financial year

apart from changes in Directorships as stated in the Directors’ Report and there were 134
(including Expatriates) Employees on the rolls of the Company as on March 31, 2021.
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Annexure 'B'

Form AOC-1

(Pursuant to first proviso to sub-section (3) of section 129 read with rule 5 of Companies
(Accounts) Rules, 2014)

Statement containing salient features of the financial statement of subsidiaries / associate
companies/joint ventures

Part “A”: Subsidiaries

(Information in respect of each subsidiary to be presented with

amounts in Rs.)

Sl. No. Particulars Details
- Kuwy Technology Service
1. Name of the subsidiary Private Limited
Reporting period for the subsidiary
2. concerned, if different from the holding
company’s reporting period NA
Reporting currency and Exchange rate as on
3. the last date of the relevant Financial year in
the case of foreign subsidiaries NA
4. Share capital (in lakhs)
176.50
5. Reserves & surplus (in lakhs)
1,173.15
6. Total assets (in lakhs)
1,349.65
7. Total Liabilities (in lakhs)
1,918.27
8. Investments 0
0. Turnover (in lakhs)
1,044.59
10. Profit before taxation (in lakhs)
(2,390.62)
11. Provision for taxation (in lakhs)
12. Profit after taxation (in lakhs)

(2,390.62)




13. Proposed Dividend

14. % of shareholding

67.73%

Notes: The following information shall be furnished at the end of
the statement:

Names of subsidiaries which are yet to
1. commence operations NA
Names of subsidiaries which have been
2. liquidated or sold during the year. NA
Part “B”: Associates and Joint Ventures NA
SD/- SD/-
Ashish Deshpande Jorg Thielemann
Managing Director and CEO Additional Director
08314277 09037877
SD/-

Jinal Visrodia
Company Secretary
A53806

Date: August 26, 2021
Place: Mumbai
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1. Area of application

This Policy is applicable to all employees of Volkswagen Finance Pvt. Ltd. (VWFPL).

2. Basis

This policy is based on the requirements of the Circular on Revised Regulatory
Framework for NBFCs dated November 10, 2014 and the Companies Act, 2013

3. Purpose

This Objective of this Policy is to establish requirements for the disclosure of:

* Related party relationships and
+ Transactions between Volkswagen Finance Pvt Ltd. and its related parties

Title of regulation: Policy for Related Party Transactions Page: 3 of 14
Valid from: 17-06-2020



4. Responsibility

RACI Matrix
Task/ Position All Compliance | Legal | Controlling | Accounting | Both Board of
Depts MDs Directors and
Shareholders
Initation of New| R I I I I A NA
transaction
Identification of Related | | R I I I NA
Party and nature of
relationship with VWF !
Nature of transaction and | R I I I I I NA
contract duration
Contract Value R I I I I I NA
Method of pricing and| R I I A A I NA
commercial terms
Justification of Arms| R I I I A I NA
Length Transaction and
Ordinary  course  of
business
Quarterly reporting on the | | R I I R I A
Related Party
Transactions
Presentment and | NA R NA NA NA NA A
approval of all related
party transactions to
Board and Shareholders
as per the Companies
Act, 2013
Change in Policy NA I NA NA R A I
R- Responsibility, I- Information, A-Approval
Title of regulation: Page: 4 of 14
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5. Definition of ‘related party’ as per Companies Act, 2013

‘Related Party’ with reference to a company means-

(1) a director or his relative;

(2) a key managerial personnel or his relative;

(3) a firm, in which a director, manager or his relative is a partner;

(4) a private company in which a director or manager or his relative is a member or director;

(5) a public company in which a director or manager is a director and holds along with his
relatives, more than two per cent of its paid-up share capital;

(6) any body corporate whose Board of Directors, managing director or manager is
accustomed to act in accordance with the advice, directions or instructions of a director
or manager;

(7) any person on whose advice, directions or instructions a director or manager is
accustomed to act;

Provided that nothing in clauses (6) and (7) shall apply to the advice, directions or
instructions given in a professional capacity.

(8) a director other than an independent director or key managerial personnel of the holding
company or his relative with reference to a company, shall be deemed to be a related
party;

‘relative’, with reference to any person, means anyone who is related to another, if-
a) they are members of a Hindu Undivided Family;

b) they are husband and wife; or

c) Father including step-father

d) Mother including step-mother

(

(

(

(

(e) Son including step-son
(f) Son’s wife

(g) Daughter

(h) Daughter’s husband

(i) Brother including step-brother

(j) Sister including step-sister
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6. Related Party Transactions as per Companies Act, 2013

Section 188 of the Companies Act, 2013 describes in detail the related party transactions

as follows:

(1) Except with the consent of the Board of Directors given by a resolution at a meeting of
the Board and subject to such conditions as may be prescribed, no company shall enter
into any contract or arrangement with a related party with respect to -

(a) sale, purchase or supply of any goods or materials;

(b) selling or otherwise disposing of, or buying, property of any kind;

(c) leasing of property of any kind;

(d) availing or rendering of any services;

(e) appointment of any agent for purchase or sale of goods, materials, services or
property;

(f) such related party's appointment to any office or place of profit in the company, its
subsidiary company or associate company; and

(g) underwriting the subscription of any securities or derivatives thereof, of the company

» Provided that no contract or arrangement, in the case of a company having a paid-
up share capital of not less than such amount, or transactions not exceeding such
sums, as maybe prescribed, shall be entered into except with the prior approval of
the company by a resolution:

* Provided further that no member of the company shall vote on such resolution, to
approve any contract or arrangement which may be entered into by the company, if
such member is a related party

* Provided also that nothing contained in the second proviso shall apply to a company
in which ninety per cent. or more members, in number, are relatives of promoters or
are related parties

* Provided also that nothing in this sub-section shall apply to any transactions entered
into by the company in its ordinary course of business other than transactions which

are not on an arm’s length basis.
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* Provided also that the requirement of passing the resolution under first proviso shall
not be applicable for transactions entered into between a holding company and its
wholly owned subsidiary whose accounts are consolidated with such holding
company and placed before the shareholders at the general meeting for approval.

Explanation-
In this sub-section-
» the expression “office or place of profit” means any office or place—
(i) where such office or place is held by a director, if the director holding it receives
from the company anything by way of remuneration over and above the
remuneration to which he is entitled as director, by way of salary, fee, commission,
perquisites, any rent-free accommodation, or otherwise;
(i) where such office or place is held by an individual other than a director or by any firm,
private company or other body corporate, if the individual, firm, private company or body
corporate holding it receives from the company anything by way of remuneration, salary,

fee, commission, perquisites, any rent-free accommodation, or otherwise;

O the expression “arm’s length transaction” means a transaction between two related

parties that is conducted as if they were unrelated, so that there is no conflict of

interest.

(2) Every contract or arrangement entered into under sub-section (1) shall be referred to in
the Board’s report to the shareholders along with the justification for entering into such

contract or arrangement.

(3) Where any contract or arrangement is entered into by a director or any other employee,
without obtaining the consent of the Board or approval by a resolution in the general
meeting under sub-section (1) and if it is not ratified by the Board or, as the case may
be, by the shareholders at a meeting within three months from the date on which such
contract or arrangement was entered into, such contract or arrangement shall be
voidable at the option of the Board and if the contract or arrangement is with a related
party to any director, or is authorised by any other director, the directors concerned shall

indemnify the company against any loss incurred by it.
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(4) Without prejudice to anything contained in sub-section (3), it shall be open to the
company to proceed against a director or any other employee who had entered into such
contract or arrangement in contravention of the provisions of this section for recovery of

any loss sustained by it as a result of such contract or arrangement.

7. ‘Arm’s Length Transaction’ as per Companies Act, 2013

Arm’s length transaction” has been defined under section 188 of the Companies Act 2013,
to mean a transaction between two related parties that is conducted as if they were

unrelated, so that there is no conflict of interest.

8. Process for obtaining Omnibus approval from Audit

Committee on annual basis

The approval or any subsequent modification of transactions of the company with related
parties is included in the terms of reference of Audit Committee as per Section 177(4)(iv) of
the Companies Act, 2013.

Omnibus approval for related party transactions on annual basis:

All related party transactions as per Companies Act, 2013 shall require approval of the Audit
Committee and the Audit Committee may make omnibus approval for related party
transactions proposed to be entered into by the company subject to the following conditions,

namely

(1) The Audit Committee shall at the first Board Meeting of the Company held in every
Financial Year, after obtaining approval of the Board of Directors, specify the criteria for
making the omnibus approval for transactions with related parties (as defined in point
no. 5 above) proposed to be entered for that financial year. The criteria shall include the

following, namely:-
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(a) maximum value of the transactions, in aggregate, which can be allowed under
the omnibus route in a year;

(b) the maximum value per transaction which can be allowed,;

(c) extent and manner of disclosures to be made to the Audit Committee at the time
of seeking omnibus approval,

(d) review, at such intervals as the Audit Committee may deem fit, related party
transaction entered into by the company pursuant to each of the omnibus
approval made;

(e) transactions which cannot be subject to the omnibus approval by the Audit

Committee.

(2) The Audit Committee shall consider the following factors while specifying the criteria for
making omnibus approval, namely: -
(a) repetitiveness of the transactions (in past or in future); (b)

justification for the need of omnibus approval.

(3) The Audit Committee shall satisfy itself on the need for omnibus approval for

transactions of repetitive nature and that such approval is in the interest of the company.

(4) The omnibus approval shall contain or indicate the following: -
(a) name of the related parties;
(b) nature and duration of the transaction;
(c) maximum amount of transaction that can be entered into;
(d) the indicative base price or current contracted price and the formula for variation in
the price, if any; and
(e) any other information relevant or important for the Audit Committee to take a
decision on the proposed transaction:
Provided that where the need for related party transaction cannot be foreseen and
aforesaid details are not available, audit committee may make omnibus approval for

such transactions subject to their value not exceeding rupees one crore per transaction.
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(5) Omnibus approval shall be valid for a period not exceeding one financial year and shall

(6)

require fresh approval after the expiry of such financial year.
Omnibus approval shall not be made for transactions in respect of selling or disposing

of the undertaking of the company.

(7) Audit Committee may put such other condition as it may deem fit while granting omnibus

(8)

approval.
Prior approval of Audit Committee is required in case the transaction with related party
(as defined under Companies Act, 2013) is not covered under omnibus approval or is

exceeding the limits/conditions imposed while granting such omnibus approval.

9. Process for approval and determining ‘Arm’s Length’

(1)

Compliance department shall at the starting of every year or on account of any
change during the year share the list of related party as per Companies Act, 2013
with the Accounts Department and Risk Department.

Accounts Department shall at the starting of every year or on account of any change
during the year present a list of all the transactions as per Companies Act, 2013
proposed to be entered into by the Company with related parties on estimate basis.
The Compliance department would in turn present the same to the Audit Committee
who would deliberate and discuss on the nature of the above transactions and
provide approval.

Any employee/ department intending to enter into a contract or arrangement shall
present to Accounts Department. for prior approval along with the justification for
entering into such contract(s) or arrangement(s). If the Accounts Department arrives
at a conclusion that the transaction is not in the ordinary course of business and / or
not at arm’s length then the said employee/ department intending to enter into a
contract or arrangement shall present to Compliance department disclosures in the

following format BEFORE entering into the contract or arrangement:
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a) the name of the related party and nature of relationship

b) the nature, duration of the contract and particulars of the contract or
Arrangement

C) the material terms of the contract or arrangement including the value, if any

d) whether the transaction is in the ordinary course of business

e) any advance paid or received for the contract or arrangement, if any

f) the manner of determining the pricing and other commercial terms, both

included as part of contract and not considered as part of the contract

g) whether all factors relevant to the contract have been considered, if not, the
details of factors not considered with the rationale for not considering those
factors

h) any other information relevant or important for the Board to take a decision

on the proposed transaction

The Compliance department would in turn present the same to the Audit Committee
and the Board of Directors who would deliberate and discuss on the nature of the

above transactions and provide approval.

Any employee/ department except with the PRIOR approval of the company by a
resolution in the shareholders meeting shall not enter into a transaction or

transactions, where the transaction or transactions to be entered into -

(a) as contracts or arrangements with respect to clauses (a) to (e) of sub-section (1)

of section 188 with criteria, as mentioned below —

(i) sale, purchase or supply of any goods or materials directly or through
appointment of agents amounting to ten per cent. or more of the turnover of
the company as mentioned in clause (a) and clause (e) respectively of sub-
section (1) of section 188;

(ii) selling or otherwise disposing of, or buying, property of any kind directly or

through appointment of agents amounting to ten per cent. or more of the
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turnover of the company as mentioned in clause (b) and clause (e)
respectively of sub-section (1) of section 188;
(iii) leasing of property of any kind amounting to ten per cent. or more of the net
worth of the company or ten per cent. or more of turnover of the company
as mentioned in clause (c) of sub-section (1) of section 188;
(iv)availing or rendering of any services directly or through appointment of
agents amounting to ten per cent. or more of the turnover of the company
as mentioned in clause (d) and clause (e) of sub-section (1) of section 188;
Explanation-:
The limits specified in sub-clauses (i) to (iv) shall apply for transaction or transactions
to be entered into either individually or taken together with the previous transactions

during a financial year.

(b) appointment to any office or place of profit in the company, its subsidiary company
or associate company at a monthly remuneration exceeding two and half lakh
rupees as mentioned in clause (f) of sub-section (1) of section 188; or

(c) remuneration for underwriting the subscription of any securities or derivatives
thereof, of the company exceeding one percent. of the net worth as mentioned in

clause (g) of sub-section (1) of section 188.

Explanation-:
(1) The Turnover or Net Worth referred in the above clauses shall be on the basis

of the Audited Financial Statement of the preceding Financial year.

(2) In case of wholly owned subsidiary, the special resolution passed by the
holding company shall be sufficient for the purpose of entering into the transactions

between wholly owned subsidiary and holding company.

(4)  This document would need to be duly authorised by the Head of Department who is
initiating the transaction and approved by Accounts department. to confirm whether the

party is a related party.
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(5)  Accounts department shall provide on quarterly basis the list of related party transactions
pursuant to the Companies Act, 2013 to the Compliance dept. to be placed before the
Audit Committee/ Board of Director / Shareholders Meeting for its review with the
comment that the contract or arrangement is/ is not in the ordinary course of business
and/ or at / at not Arm’s Length and/or exceeding the prescribed limits. Accounts
department shall also provide for review at such interval as the Audit Committee may
direct, update on transactions entered during the period pursuant to each of the omnibus

approval granted by the audit committee

(6)  The employee/ department would need to document and justify as to how the

pricing of the transaction is at ‘Arm’s Length’.

The pricing at ‘Arm’s Length’ can be supported by:

. Comparing the terms of the related party transaction to those of an identical or similar
transaction with one or more unrelated parties.
. Engaging an external expert to determine a market value and to confirm market terms

and conditions for the transaction.
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10. Disclosure Requirements

The Company shall disclose the details of related party transactions in its Annual Report as per
requirements of applicable accounting standards and applicable provisions of Companies Act,
2013.

11. Amendment to the Policy

Any amendment to this policy shall be approved by Managing Director (Back Office) and Managing
Director (Front Office) and shall be disseminated to the employees and noted by the Board of

Directors.
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Annexure D

REPORT ON CORPORATE SOCIAL RESPONSIBILITY FOR FY 2020 -21

. A brief outline on CSR policy of the Company:

The CSR Policy has been formulated by the Company in accordance with Section 135 of the
Companies Act, 2013. The CSR activities/ projects are in line with Schedule VII of the Companies Act,
2013 as be notified by Ministry of Corporate Affairs from time to time:

Composition of CSR Commiittee:

Sl. No. | Name of the Designation/ Nature of | Number of | Number of
Director Directorship meetings of CSR | meetings of
Committee held | CSR Committee
during the year attended during

the year

1 Mr. Ashish Deshpande| Managing Director and 2 2
CEO

2 Ms. Rupa Vora Independent Director 2 2

3 Mr. Jambunathan Independent Director 2 2

Subramanian

. Web-link where Composition of CSR committee, CSR Policy and CSR projects approved by the
board are disclosed on the website of the company:

The Composition of CSR Committee, CSR Policy and CSR Projects approved by the Board is available
on the website of the Company at the following links:

1. CSR Committee - Volkswagen Finance (vwfs.co.in)

2. CSR Policy - Compliance (vwfs.co.in)

3. CSR Projects - Volkswagen Finance (vwfs.co.in) (WOTR and PM Cares Fund )

. The details of Impact assessment of CSR projects carried out in pursuance of sub-rule (3) of
rule 8 of the Companies (Corporate Social Responsibility Policy) Rules 2014, if applicable
(attach the report):

"Not Applicable

Details of the amount available for set off in pursuance of sub-rule (3) of rule 7 of the Companies
(Corporate Social responsibility Policy) Rules, 2014 and amount required for set off for the
financial year, if any :

SI. No. Financial Year Amount available for | Amount required to be setoff
set-off from preceding | for the financial year, if any (in
financial years (in Rs) Rs)
Nil Nil Nil Nil

. Average net profit of the Company as per Section 135(5): (In RS.)


https://www.vwfs.co.in/
https://www.vwfs.co.in/Compliance.html
https://www.vwfs.co.in/

Particulars 31-Mar-20 31-Mar-19 31-Mar-18
Profit under section 198 19,33,43,832 - 88,86,43,344

Average net profit : Rs. 36,06,62,392/-

7. (a)Two percent of the average net profit of the Company as per Section 135 (5) : The Company is
required to spend Rs. 72,13,241/- towards CSR.

(b) Surplus arising out of the CSR projects or programmes or activities of the previous financial years.
- NIL

(c) Amount required to be set off for the financial year, if any- NIL

(d) Total CSR obligation for the financial year (7a+7b-7c). — Rs. 72,13,241/--.

8. (a) CSR amount spent or unspent for the financial year: NIL

Total Amount Spent | Amount Unspent (in Rs.) Nil
for the Financial Year.

(in Rs.) Total Amount transferred to | Amount transferred to any fund
Unspent CSR Account as per |specified under Schedule VIl as
section 135(6) per second proviso to section

135(5)
Amount [Date of transfer Name of Amount |Date of
the Fund transfer

Rs. 75,00,304/-

N.A N.A N.A N.A N.A

(b) Details of CSR Amount spent against ongoing projects for the Financial Year:

(1 |2 ®) (4) (®) (6) (7)

Sl. [Name Item from | Local Location of the Project Amount
N |of the the area project. duration. | allocated
o |Project list of | (Yes/No) for the
activities . project
in (in Rs.).
Schedule
Vil
to the Act.
state District
1 |Livelihood & Yes Rajasthan | Karauli 3 years 15,000,000 /-
Community

Development

(8) ) (10) (11)

Amount Amount Mode of | Mode of Implementation -
spent in transferre | Impleme | Through Implementing
the current dto ntation - | Agency

financial Unspent Direct

Year (in CSR (Yes/No)
Rs.). .




Account

for the

project as

per

Section

135(6) (in

Rs.).

Name CSR
Registration
number.
1 |38,00,000 /- Nil NO WOTR CSR0000051

8

(c) Details of CSR amount spent against other than ongoing projects for the financial year: Nil

(1) [(2) (3) (4) (5) (6) (7)
SI |Name |Item from |[Local | Location of the | Amount Mode |Mode of
no |of the |the list of |area project. spent for | of implementation -
Project |activities |(Yes/ the project [imple |Through
in No). (in Rs.) ment |implementing
schedule ation |agency
VIl to the State. | District - Name. CSR
Act. Direct registra
(Yes/ tion
No) number
1. PM VI N.A [NA N.A 32,26,508 /- | Yes NA NA
Cares
Fund
2.
3.
4.
5.
6.
7.
TOTAL 32,26,508 /-

(d) Amount spent in Administrative Overheads — Rs. 3,60,662/- (Audit fee and travel expense) (Actual
spent Rs. 4,73,798/-)

(e) Amount spent on Impact Assessment, if applicable

- Not Applicable

(f) Total amount spent for the Financial Year (8b+8c+8d+8e) - Rs. 75,00,304/-

(g) Excess amount for set off, if any: 1,73,927/- (Actual set-off 287,063/-)

SI. No.

Particular

Amount (in Rs.)

programmes or activities of the previous financial
years, if any

(i) Two percent of average net profit of the company as 72,13,241/-
per section 135(5)

(i) Total amount spent for the Financial Year 75,00,304/-

(iii) Excess amount spent for the financial year [(ii)-(i)] 173,927/-

(iv) Surplus arising out of the CSR projects or NA




Amount available for set off in succeeding financial
years [(iii)-(iv)]

173,927/-

(287,063- 113,136)

9. (a) Details of Unspent CSR amount for the preceding three financial years:

Sl | Preceding | Amount Amount Amount transferred to any | Amount
No | Financial transferred |spent in | fund specified under | remaining
Year. to Unspent |the Schedule VII as per section | to be spent
CSR reporting 135(6), if any. in
Account Financial Name Amount | Date of | succeeding
under Year (in |of the | (inRs). |transfer | financial
section 135 |Rs.). Fund years. (in
(6) (in Rs.) Rs.)
1. 12019-20 Nil Nil Nil Nil Nil Nil
2. 2018_19 [1 13 13 1 [1 13
3. 12017-18 “ “ “ “ “ “
Total Nil Nil Nil Nil Nil Nil

(b)Details of CSR amount spent in the financial year for ongoing projects of the preceding
financial year(s): RS. 3,800,000

(1) (2 (3) (4) (5) (6) (7) (8) (9)
SI. | Project | Name of | Financial |Project |Total Amount | Cumulative |Status of
No. |ID. the Year in |duration | amount | spent on | amount the
Project | which allocated | the spent at the | project -
the for the | project end of | Complet
project project in the | reporting ed
was (in Rs.). | reporting | Financial /Ongoing
commen Financial | Year. (in |.
ced Year (in | Rs.)
Rs)
1 WOTR | Karauli 2018-19 |FY 18-19 | Rs.150 Rs. 38 | Rs.145 lacs | Ongoing
til FY 21- | lacs lacs
22
Total Rs.150 Rs.38 Rs.145 lacs
lacs lacs

10. In case of creation or acquisition of capital asset, furnish the details relating to the asset so created or
acquired through CSR spent in the financial year (Asset-wise details) : Not Applicable

(a) Date of creation or acquisition of the capital asset(s) —

(b)Amount of CSR spent for creation or acquisition of capital asset -

(c) Details of the entity or public authority or beneficiary under whose name such capital asset is
registered, their address etc. -

(d)Provide details of the capital asset(s) created or acquired (including complete address and location
of the capital asset) -




11. Specify the reason(s), if the company has failed to spend two per cent of the average net profit as per
section 135(5).: Not Applicable

For and behalf of Volkswagen Finance Private Limited

Sd/- Sd/-

Ashish Deshpande Jorg Thielemann
Managing Director and CEO Additional Director
08314277 09037877

Date: August 26, 2021 Place: Mumbai



The ratio of the remuneration of each director to the median remuneration of the employees
of the Company for the Financial Year 2020-21

Median
Sr | Name of Designation | Remuneration Remuneration of Ratio of Directors
No | Director g Employees of the Remuneration to Median
company
Managing
1 | Gokhan Director & | 23,794,054 31,402,000 16.97
Cinar
CFO
. Managing
p | Aashish Director & | 10,450,000 31,402,000 7.45
Deshpande CEO

Details under Rule 5(2

of Companies (A

Annexure 'E'

ointment and Remuneration of Managerial Personnel) Rules, 2014

Sr | Name of Designation | Remuneration | Nature of Qualifications | Date of Age Last % of Name of
No | Employees as on March Employment | and commencement | (Years) | employment | Equity | Director
31,2021 , whether experience of employment before Shares | or
(GAQ) contractual joining the held, manager
or otherwise company incase | whois
more relative
than
2%
. Post Graduate Volkswagen
Gokhan Managing in International Dogus
1 . Director & 323,794,054 Contractual . 01-Dec-16 44 . NA NA
Cinar CFO Finance, Finansman
20 years A.S., Turkey
Chief
. Executive
p | Aashish Officer & | %10,450,000 | Permanent MBA 01-Feb-15 46 Skoda Auto NA NA
Deshpande . 22 years India Pvt Ltd
Managing
Director
Capital Edge
3 C}If;‘:(‘i‘fiy Hfr?sduizf:e& 3 6,800,000 Permanent , 5MYBe2rs 09-Sep-19 47 Advisory NA NA

Services LLP




Managing Director and CEO

08314277

Date: August 26, 2021

Place: Mumbai

Additional Director
09037877

Dinesh Head CA Daimler
. Controlling 6,500,000 Permanent 27-Aug-18 51 Financial NA NA
Kulkarni 26 Years .
& Treasury Services
Sangeeta Head CA, CISA ICICI
Panchdhari Accounts 36,500,000 Permanent 28 Years 27-May-19 52 Securities NA NA
Head of
Alexander Business Masters of Art VWFS AG,
Bargstaedt | Transformat 36,062,574 Contractual 19 Years 01-Oct-15 40 Germany NA NA
ion
Head Human
Resources
o VW Group
Rahul | Administrati | 2 ¢ 130000 | Permanent MBA 01-Jun-15 39 | Salesindia | NA NA
Prasad on & 15 years
Pvt Ltd
Procuremen
t
Vikas Head - CA Eemli 123
Jagdish Internal X5,876,000 Permanent 05-Dec-17 51 ey NA NA
. . 25 Years Finance
Jajoo Audit o
Limited
Ripudaman Head - MBA MaintainMart
pu Collections X5,732,000 Permanent 06-Jul-18 44 Services Pvt NA NA
Singh 23 Years
& Legal Ltd.
Head
Customer
10 Sopmya and X5,680,000 Permanent CA 04-Feb-11 47 ICICI Bank NA NA
Sinha . 22 Years Ltd
Business
Support
SD/- SD/-
Ashish Deshpande Jorg Thielemann






















